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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, 2014

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 0-23441

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 18, 201
Common Stock, $.001 par value

30,419,31:
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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.

LI "o, LU ” o

Forward-looking statements are identified by the ofsthe words “would”, “could”, “will”, “may”, “expect”, “believe”, “should”, “anticipate”,
“if”, “future”, “intend”, “plan”, “estimate”, “potential”, “targets”, “seek” or “continue&and similar words and phrases, including the negatbf
these terms, or other variations of these ternag,déinote future events. These statements reflecturent 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 statementslirmded in this Form 10-Q. These factors
include, but are not limited to, the risks desalilbader Item 1A of Part Il — “Risk Factors,” Itenpo2Part | — “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)

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Short-term marketable securities

Accounts receivable, net of allo wances of $105%12D in 20 14 and 2013, respectively (Note

2)
Inventories
Deferred tax assets
Prepaid expenses and other current assets
Total current assets
PROPERTY AND EQUIPMENT, net
INTANGIBLE ASSETS, net
GOODWILL
DEFERRED TAX ASSETS (Note 9)
OTHER ASSETS
Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable
Accrued payroll and related expenses
Taxes payable
Deferred tax liabilities
Deferred income on sales to distributors
Other accrued liabilities
Total current liabilities
LONG-TERM INCOME TAXES PAYABLE (Note 9)
DEFERRED TAX LIABILITIES
OTHER LIABILITIES
Total liabilities

COMMITMENTS AND CONTINGENCIES (Notes 9, 11 and 12)

STOCKHOLDERS' EQUITY:
Common stock
Additional paid-in capital
Accumulated other comprehensive loss
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

March 31, December 31,
2014 2013
$ 83,967 $ 92,92¢
133,68« 109,17¢
16,42: 12,38¢
47,93¢ 42,23¢
2,05¢ 2,05¢
17,027 18,63:
301,09: 277,42:
92,14 90,14
38,47¢ 40,33¢
80,59¢ 80,59¢
5,68¢ 9,44¢
3,33 3,47¢
$ 521,32¢ % 501,42:
$ 23,60 $ 20,77
8,04¢ 8,90(
1,76¢ 2,26¢
1,32¢ 942
17,84« 15,72:
1,69¢ 1,81(
54,28: 50,41¢
2,612 6,88¢
4,991 5,27:
2,267 2,15¢
64,15 64,73¢
30 30
234,66° 223,66(
(31%) (470
222,79t 213,46t
457,17¢ 436,68t
$ 521,32¢ % 501,42:

The accompanying notes are an integral part oethesudited condensed consolidated financial sexitsn

4
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POWER INTEGRATIONS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)
(In thousands, except per share amounts)

Three Months Ended

March 31,
2014 2013

NET REVENUES $ 83,07 $ 77,04(
COST OF REVENUES 37,09¢ 37,17¢
GROSS PROFIT 45,97 39,86¢
OPERATING EXPENSES:

Research and development 13,49( 12,27:

Sales and marketing 12,11( 10,78:

General and administrative 7,64¢ 7,73¢

Total operating expenses 33,24t 30,78}

INCOME FROM OPERATIONS 12,73: 9,07
OTHER INCOME

Other income, net 257 217

Total other income 257 217

INCOME BEFORE PROVISION FOR (BENEFIT FROM) INCOMEAKES 12,98t 9,29¢
PROVISION FOR (BENEFIT FROM) INCOME TAXES 62E (1,609
NET INCOME $ 12,36 % 10,90:
EARNINGS PER SHARE:

Basic $ 041 $ 0.3¢

Diluted $ 0.4C $ 0.37
SHARES USED IN PER SHARE CALCULATION:

Basic 30,23¢ 28,75¢

Diluted 31,16° 29,78:

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,
2014 2013

Net income $ 12,360 $ 10,90
Other comprehensive income (loss), net of tax:

Foreign currency translation adjustments, net afa®Qn the quarters

ended March 31, 2014 and 2013 (Note 2) (6) (151)

Unrealized gain (loss) on marketable securitiesph80 tax in the

quarters ended March 31, 2014 and 2013 (Note 2) 147 (59

Amortization of defined benefit pension items, attax of $4 and $<

in the quarters ended March 31, 2014 and 2013¢otisply (Note 2) 14 14

Total other comprehensive income (loss) 15¢ (197)

Total comprehensive income $ 12,51¢ § 10,71:

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)

Three Months Ended

March 31,
2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income 12,36 % 10,90
Adjustments to reconcile net income to net cashigenl by operating activities:
Depreciation 3,971 3,97t
Amortization of intangibles 1,85¢ 1,84z
Loss on sale of property and equipment 15¢ —
Stock-based compensation expense 3,91¢ 3,63¢
Amortization of premium on marketable securities 394 104
Deferred income taxes 3,86¢ (3,23¢)
Reduction in accounts receivable allowances (15) (20
Change in operating assets and liabilities:
Accounts receivable (4,019 (7,399
Inventories (5,652 893
Prepaid expenses and other assets 1,82t 3,92¢
Accounts payable 1,08¢ 2,83
Taxes payable and accrued liabilities (5,629 1,172
Deferred income on sales to distributors 2,11¢ 2,93¢
Net cash provided by operating activities 16,24: 21,57:
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment (4,465 (3,950
Purchases of marketable securities (24,75)) (19,429
Proceeds from maturities of marketable securities — 1,50(
Net cash used in investing activities (29,21¢) (21,87)
CASH FLOWS FROM FINANCING ACTIVITIES:
Issuance of common stock under employee stock plans 7,04t 8,70¢
Payments of dividends to stockholders (3,039 (2,310
Net cash provided by financing activities 4,012 6,39¢
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT (8,96)) 6,09t
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 92,92¢ 63,39¢
CASH AND CASH EQUIVALENTS AT END OF PERIOD 83,967 $ 69,48¢
SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING AND FINANCING ACTIVITIES:
Unpaid property and equipment $ 4,60z % 1,46¢
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash refund for income taxes, net of payments $ (1,942) $ (3,699

The accompanying notes are an integral part oetheaudited condensed consolidated financial sttt
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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@013 , included in its Form 10-K filed
on February 13, 2014 , 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 13, 2014 , 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 and other strategic investments. As a tésalCompany classifies its investment
portfolio as available-for-sale. The Company cléssiall investments with an original maturity dgreater than three months as short-term
investments in its Condensed Consolidated BalaheetSAs of March 31, 2014 , and December 31, 2048 Company's marketable secur
consisted primarily of highly liquid corporate seities, commercial paper and other high-quality ooencial securities.

Amortized cost and estimated fair market valuengéstments classified as available-for-sale at WM&t 2014 , are as follows (in
thousands):

Amortized Gross Unrealized Estimated Fair
Cost Gains Losses Market Value
Investments due in less than 3 months:
Commercial paper $ 3,722 $ 19 — 3,728
Total $ 3,722 $ 19 —  $ 3,72%
Investments due in 4-12 months:
Corporate securities $ 16,50: $ 63 $ — 3 16,56¢
Total $ 16,50: $ 63 $ — % 16,56¢
Investments due between 12 months and 5-years:
Corporate securities $ 116,821 $ 30C $ @ 9 117,11¢
Total $ 116,82f $ 30C $ " 3% 117,11¢
Total investment securities $ 137,05( $ 364 $ @ 9 137,40°
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POWER INTEGRATIONS, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Amortized cost and estimated fair market valuenwéstments classified as available-for-sale at Bde 31, 2013 , are as follows (in
thousands):

Amortized Gross Unrealized Estimated Fair
Cost Gains Losses Market Value
Investments due in less than 3 months:
Commercial paper $ 3,09¢ $ 1% —  $ 3,09¢
Total $ 3,09¢ $ 189 — % 3,09¢
Investments due in 4-12 months:
Corporate securities $ 6,007 $ 32 9% — 8 6,04(
Total $ 6,007 $ 32 % — % 6,04(
Investments due between 12 months and 5-years:
Corporate securities $ 102,96: $ 20z $ 26) % 103,13¢
Total $ 102,96: $ 20z $ 26) % 103,13¢
Total investment securities $ 112,06¢ $ 23€ $ 26) $ 112,27¢

As of March 31, 2014 and December 31, 2013, theamy evaluated the nature of the investments avitiss position which were
primarily high-quality corporate securities, andeadmined 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, 2014 , 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 Companustomer. 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 shipments the Company's facility outside of the Unitedt8$ 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 paswethe customer upon shipment. Revenue is recodnigen title transfer for sales to OEMs
and merchant power supply manufacturers, assuniliothar criteria for revenue recognition are met.

Sales to most of the Company's distributors areenumdler terms allowing certain price adjustmentsraghts of return on the
Company's products held by its distributors. Aesult of these rights, the Company defers the mtiog of revenue and the costs of revenue:
derived from sales to distributors until the Compamlistributors 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 frondisteibutors, at which time the price is no
longer subject to adjustment and is fixed, andptteelucts are no longer subject to return to the @aomg except pursuant to warranty terms.
gross profit that is deferred as a result of thikcy is reflected as “deferred income on saledistributors” in the accompanying condensed
consolidated balance sheets. The total deferreshtevas of March 31, 2014 , and December 31, 2@&3 approximately $29.2 million and
$25.5
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POWER INTEGRATIONS, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

million , respectively. The total deferred cosibadlarch 31, 2014 , and December 31, 2013 , wasoxppately $11.3 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 distributors of the Company ardenander terms that do not include rights of returprice 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 million for the repurchakthe Company's common
stock, with repurchases to be executed accordipgetalefined price/volume guidelines set by therthad directors. As of March 31, 2014he
Company had $29.5 million available for future &toepurchases. The Company did not purchase shmeties three-month periods ended
March 31, 2014 and 2013, as the price of the Coyipatock exceeded the maximum price set fortihéguidelines mentioned above.
Authorization of future stock repurchase prograsnatithe discretion of the board of directors ailidepend on the Company's financial
condition, results of operations, capital requiratagbusiness conditions and other factors.

In January 2013, the Company's board of directectaded quarterly cash dividend payments in thetennof $0.08 per share to be
paid to stockholders of record at the end of eagrtgr in 2013. Dividend payouts totaling approxieha$2.3 millioneach were paid on Mar
29, 2013 and June 28, 2013, and approximately$libn was paid on each of September 30, 2013@eckmber 31, 2013.

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 quantgbil4. In April 2014, the board of directors deeththat the payouts for the third and fourth
quarters of 2014 shall increase to $0.12 per shAdrefirst quarterly dividend payout, totaling apgmately $3.0 million , was paid on
March 31, 2014 . The declaration of any future ddisfdend is at the discretion of the board of dioes and will depend on the Company's
financial condition, results of operations, caprEduirements, business conditions and other facasrwell as a determination that cash
dividends are in the best interests of the Comgastgckholders.

Use of Estimates

The preparation of financial statements in confoymiith U.S. GAAP requires management to make egtsiand 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 expensegdbhameporting 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 histéaicta and various other assumptions that the Gmypelieves to be reasonable at the time
the estimates are made.

10




Table of Contents

POWER INTEGRATIONS, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Components of the Company's Condensed ConsoliBatedce Sheet

Accounts Receivable (in thousands):

March 31, December 31,
2014 2013
Accounts receivable trade $ 47,84: 3 42,41(
Accrued ship and debit and rebate claims (31,31¢) (29,907
Allowance for doubtful accounts (10%) (120
Total $ 16,42. % 12,38¢
Prepaid Expenses and Other Current Assets (in dmols3:
March 31, December 31,
2014 2013
Prepaid legal fees $ 512¢ $ 6,267
Prepaid income tax 4,04¢ 7,521
Prepaid maintenance agreements 72t 947
Interest receivable 67¢ 51¢
Supplier prepayment 1,511 757
Other 4,93¢ 2,621
Total $ 17,027 $ 18,63:
Changes in accumulated other comprehensive inclwss) for the three months ended March 31, 201thfasands):
Unrealized Gains and Foreign
Losses on Available- Defined Benefit Currency
for-Sale Securities Pension Items Items Total
Beginning balance at December 31, 2013 $ 21C % (780) $ 10 $ (470
Other comprehensive income (loss) before reclasgifins 147 — ®) 141
Amounts reclassified from accumulated other comgmsive
income (loss) — 14 (1 — 14
Net-current period other comprehensive income Yloss 147 14 (6) 15t
Ending balance at March 31, 2014 $ 357 $ (76€) $ 94 $ (315)

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

ended March 31, 2014 .

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

Changes in accumulated other comprehensive inclwss) for the quarter ended March 31, 2013 (in sandls):

Unrealized Gains and

Losses on Available- Defined Benefit Foreign
for-Sale Securities Pension Items Currency ltems Total

Beginning balance at December 31, 2012 $ 13¢  $ (560) $ 12¢ $ (293
Other comprehensive income before reclassifications (59 — (151 (20%)
Amounts reclassified from accumulated other

comprehensive income — 14 (1) = 14
Net-current period other comprehensive income (59 14 (157) (197
Ending balance at March 31, 2013 $ 84 $ (54€) $ 22) $ (4849

(1) This component of accumulated other comprekeriacome is included in the computation of neiqaic pension cost for the three months
ended March 31, 2013.

3. STOCK PLANS AND SHARE-BASED COMPENSATION:

Stock Plans
As of March 31, 2014 , the Company had two stockedacompensation plans (the “Plans”) which arerisst below.

2007 Equity Incentive Plan

The 2007 Equity Incentive Plan (the "2007 Plan"swdopted by the board of directors on Septemhe2dd@, and approved by the
stockholders on November 7, 2007, as an amendmereatatement of the 1997 Stock Option Plan (887 Plan"). The 2007 Plan provides
for the grant of incentive stock options, nonstatyistock options, restricted stock awards, regdictock unit awards ("RSUs"), stock
appreciation rights, performance-based awards ($Sbng-term performance based awards ("PRSUsY)adher stock awards to employees
directors and consultants. As of March 31, 20h& ,rhaximum remaining number of shares that magsieed under the 2007 Plan was
6,870,264 shares, which includes options grantéadiuexercised and awards granted but unvestedlzamgs remaining available for issuance
under the 1997 Plan, including shares subject tstauding options and stock awards under the 188Y. FPPursuant to the 2007 Plan, the
exercise price for incentive stock options and retmgory stock options is generally at least 10G%&e fair market value of the underlying
shares on the date of grant. Options generalliyores 48 months measured from the date of graptio®s generally 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 (that wagptatbby the board of directc
on January 27, 2009) to nonemployee directors baee made primarily under the 2007 Plan. The DiredEquity Compensation Program
provides for grants to outside directors as follogffective annually, upon the first trading dayJofy, each outside director would receive a
grant of an equity award with an aggregate valu®l®0,000 , which will become exercisable or veshediately prior to the Company's next
year Annual Meeting of Stockholders, subject todhector's continued service. At each outsidedor's election, such award would con
entirely of RSUs or entirely of stock options. Tdueantity of options would be calculated by divigli§100,000 by the Black-Scholes value on
the date of grant. The quantity of RSUs issued ditel calculated by dividing $100,000 by the gratedair value. Further, on the date of
election of a new outside director, such new dineatould receive such grant as continuing outsidectbrs receive on the first trading day of
July; provided, however, that such grant is pratdite the portion of the year that such new outsidector will serve until the next first tradil
day of July. The Directors Equity CompensationgPam will remain in effect at the discretion of theard of directors or the compensation
committee of the board.

12
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POWER INTEGRATIONS, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

On July 28, 2009, the 2007 Plan was amended génaralrohibit outstanding options or stock appagicin rights from being
cancelled in exchange for cash without stockhodggaroval.

1997 Employee Stock Purchase Plan

Under the 1997 Employee Stock Purchase Plan (theetase Plan”), eligible employees may apply acdatad payroll deductions,
which may not exceed 15% of an employee's compiensab the purchase of shares of the Company'ssammstock at periodic intervals. The
purchase price of stock under the Purchase Plequial to 85% of the lower of (i) the fair marketuaof the Company's common stock on the
first day of each offering period, or (ii) the fararket value of the Company's common stock omptiiehase date (as defined in the Purchase
Plan). Each offering period consists of one purel@iod of approximately six months duration. Agregate of 3,000,000 shares of commor
stock were reserved for issuance to employees uhddéfurchase Plan. As of March 31, 2014 , 2,646sb@res had been purchased and
353,139 shares were reserved for future issuanderihe Purchase Plan.

Stock-Based Compensation

The Company applies the provisions of ASC 718-1tdes the provisions of ASC 718-10, the Companygaizes the fair value of
stock-based compensation in financial statemergs 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 cosgtéan expense to recognize. The Company usesrttighg-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

Determining Fair Value of Stock Options
The Company uses the Black-Scholes valuation nfodeiluing stock option grants using the followiagsumptions and estimates:
Expected Volatility The Company calculates expected volatility basethe historical price volatility of the Compangtsck.

Expected TermThe Company utilizes a model which uses histbagarcise, 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 iexgblyield
available on a U.S. Treasury note with a term axiprately equal to the expected term of the undedygrants.

Dividend Yield. The dividend yield was calculated by dividing #reual dividend by the average closing price ef@ompany's
common stock on a quarterly basis.

The following table summarizes the stock-based @raation expense recognized in accordance with AB10 for the three
months ended March 31, 2014 , and March 31, 201th@usands).

Three Months Ended

March 31,
2014 2013
Cost of revenues $ 21¢ % 264
Research and development 1,21z 1,10€
Sales and marketing 93t 82¢
General and administrative 1,54¢ 1,437
Total stock-based compensation expense $ 391 § 3,63¢
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Stock compensation expense in the three monthgleévidech 31, 2014 , was $3.9 million (comprising epgimately $0.5 million
related to stock options, $0.5 million related &sfprmance-based awards, $2.6 million related stricted stock units and $0.3 million related
to the Purchase Plan). Stock compensation expartbe three months ended March 31, 2013 , wasriBlién (comprising approximately
$1.0 million related to stock options, $0.4 milliozlated to performance-based awards, $1.9 mitkdated to restricted stock units and $0.3

million related to the Purchase Plan).

The following table summarizes total compensatixpease related to unvested awards not yet recagynimt of expected forfeitures,
and the weighted-average period over which it jseeted to be recognized as of March 31, 2014 .

Options
Performance-based awards

Long term performance-based awards

Restricted stock units
Purchase plan

Total unrecognized compensation expense

March 31, 2014
Unrecognized Weighted Average

Compensation Remaining
Expense for Unvested Recognition
Awards Period
(In thousands) (In years)
$ 1,49; 1.44
1,70¢ 0.75
2,15¢ 2.75
20,51 2.38
39€ 0.50
$ 26,26¢

The Company did not grant stock options in theghmonths ended March 31, 2014 or March 31, 2018 tleerefore no fair-value

assumptions were reported for those periods.

The fair value of employees’ stock purchase rigimder the Purchase Plan was estimated using tlo&-Bleholes model with the

following weighted-average assumptions:

Three Months Ended

March 31,
2014 2013
Risk-free interest rates 0.07% 0.11%
Expected volatility rates 30% 33%
Expected dividend yield 0.66% 0.80%
Expected term of purchase right (in years) 0.5 0.5
Weighted-average estimated fair value of purchiages $13.31 $9.14

A summary of stock option activity under the Plams;luding performance-based awards and restrgtteak units, as of March 31,
2014 , and changes during the three months theeddsgresented below:

Outstanding at January 1, 2014
Granted

Exercised

Forfeited or expired
Outstanding at March 31, 2014
Exercisable at March 31, 2014

Vested and expected to vest at March 31, 2014

Weighted-Average

Weighted- Remaining
Average Contractual Aggregate
Shares Exercise Term Intrinsic Value
(in thousands) Price (in years) (in thousands)
1,691 $27.34
(176) $27.2€
1,51¢ $27.35 430 $ 58,21(
1,40C $26.2¢ 403 $ 55,28¢
1,517 $27.32 429 $ 58,14¢
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The Company did not grant stock options in theghmonths ended March 31, 2014 and March 31, 28li&ce 2010 the Company's
equity grants to new hires and its annual incergnamts to non-executive employees have been phnimthe form of RSUs. The total
intrinsic value of options exercised during thesthmonths ended March 31, 2014 and 2013, was dpmatety $5.8 million and $5.2 million ,
respectively.

Performanc-based Awards ("PSUs")

Under the performance-based awards program, theg@uoyrgrants awards in the first half of the perfance year in an amount equal
to twice the target number of shares to be issii itarget performance metrics are met. The nurobghares that are released at the end of
the performance year can range from zero to 2008eofargeted number depending on the Companyferpemce. In 2014, the performance
metrics of this program are annual targets comgjsif net revenue and non-GAAP operating earniBgsh performance-based award granted
from the 2007 Plan will reduce the number of sharaslable for issuance under the 2007 Plan byRades.

During the three months ended March 31, 2014 Cidrapany granted approximately 44,000 annual pedomabased awards. As tl
net revenue and non-GAAP operating earnings arsidered performance conditions, expenses associdtfethese awards, net of estimated
forfeitures, are recorded throughout the year déipgnon the number of shares expected to be edamet on progress toward the perform
targets. The cost of performance-based awardgésmdimed using the fair value of the Company's camistock on the grant date, reduced by
the discounted present value of dividends expecié@ declared before the awards vest. If the pedace conditions are not achieved, no
compensation cost is recognized and any previgeslygnized compensation is reversed.

In January 2014, it was determined that approxitp&@,000 shares of the approximately 100,000 perémce-based awards granted
in 2013, less forfeitures, vested in aggregate. 2018 performance metrics consisted of revenue;@GWAP operating income and strategic-
goals for such awards. Accordingly, 83,000 perfaroeabased awards were released to the Companyleyerap and executives in the first
quarter of 2014.

A summary of performance-based awards outstandirg ®arch 31, 2014 , and activity during the thneenths then ended, is
presented below:

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, 2014 10C $38.4¢
Granted 44 $58.5E
Vested (83 $38.4¢
Change in units due to performance achievemer®$s vested
in the year 17) $38.4¢
Forfeited or expired — —
Outstanding at March 31, 2014 44 $58.55 075 $ 2,86¢
Outstanding and expected to vest at March 31, 2014 37 075 § 2,46¢

The weighted-average grant-date fair value peresbbperformance-based awards granted in the thoeghs ended March 31, 2014
and 2013 was approximately $58.55 , and $36.48peetively. The grant-date fair value of awardeaséd, which were fully vested, in the
three months ended March 31, 2014 and 2013, wasxdpately $3.2 million and $2.0 million , respeetly.

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

The Company's PRSU program provides forghaance of PRSUs which will vest based on Comparfppnance measured against
the 2014 PRSU Plan's established 2016 revenud.tdtyee PRSUs were granted in an amount equal tetwi
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the target number of shares to be issued if tlgeetgrerformance metric is met. The actual numbehafes the recipient receives is determine
at the end of a three-year performance period basedsults achieved versus the Company's perfarengoal, and may range from zero to
200% of the targeted number. The performance god?lRSUs granted in fiscal 2014 was based on timep@ay's adjusted annual revenue
growth. Each long-term performance-based awardtgddinom the 2007 Plan will reduce the number @ireb available for issuance under the
2007 Plan by 2.0 shares.

Recipients of a PRSU award generallgtmemain employed by the Company on a continuasgstihrough the end of the applicable
three-year performance period in order to receia@es subject to that award. Expenses associatedhgse awards, net of estimated
forfeitures, are recorded throughout the year deipgnon the number of shares expected to be edmamatl on progress toward the perform
target. The cost of long-term performance-basedd@siia determined using the fair value of the Camyfsacommon stock on the grant date,
reduced by the discounted present value of dividexgected to be declared before the awards ¥éise performance conditions are not
achieved, no compensation cost is recognized apg@m@viously recognized compensation is reversed.

A summary of long-term performance-based awardstanding as of March 31, 2014 , 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, 2014 — —
Granted 47 $57.7¢€
Vested — —
Forfeited or expired — —
Outstanding at March 31, 2014 47 $57.7¢ 275 $ 3,072
Outstanding and expected to vest at March 31, 2014 4C 275 $  2,62¢

Restricted Stock Units (RSL

The Company grants restricted stock units to emga#eyunder the 2007 Plan. RSUs granted to emplaygeieslly vest ratably over a
four-year period, and are converted into sharek@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 discoymtesent 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 adjuiieestimated forfeitures. Each RSU award
granted from the 2007 plan will reduce the numbeshares available for issuance under the 2007 IBlah0 shares.

A summary of RSUs outstanding as of March 31, 204@d 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, 2014 714 $38.97
Granted 86 $57.0%
Vested (46) $35.9¢
Forfeited or expired 4 $39.47
Outstanding at March 31, 2014 75C $41.21 144 $ 49,31
Outstanding and expected to vest at March 31, 2014 704 134 $ 46,28(
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The weighted-average grant-date fair value peresbBRSUs awarded in the three months ended MarcB®L4 and 2013 was
approximately $57.05 and $35.68 , respectively. giaat-date fair value of RSUs vested in the timeaths ended March 31, 2014 and 2013,
was approximately $1.6 million and $0.2 milliorespectively.

4. FAIR VALUE MEASUREMENTS:

ASC 820-10Fair Value Measurementlarifies that fair value is an exit price, reggating the amount that would be received to sel
an asset or paid to transfer a liability in an osdgansaction between market participants. Adstair value is a market-based measurement
that should be determined based on assumptionstir&iet participants would use in pricing an assdiability. As a basis for considering
such assumptions, ASC 820-10 establishes a tteegdiue hierarchy, which prioritizes the inputedisn measuring fair value as follows:
(Level 1) observable inputs such as quoted prigegl€ntical assets in active markets; (Level puis other than the quoted prices in active
markets that are observable either directly orewdly; and (Level 3) unobservable inputs in whilére is little or no market data, which
requires the Company to develop its own assumptibinis hierarchy requires the Company to use oladdevmarket data, when available, and
to minimize the use of unobservable inputs wheprdghing fair value.

The Company's cash and investment instrumentdassifted within Level 1 or Level 2 of the fair-ve hierarchy because they are
valued using quoted market prices, broker or depletations, or alternative pricing sources withsenable levels of price transparency. The
type of instrument valued based on quoted marke¢pin active markets primarily includes money ketisecurities. This type of instrumen
generally classified within Level 1 of the fair-ual hierarchy. The types of instruments valued baseather observable inputs (Level 2 of the
fair-value hierarchy) include investment-grade cogpe bonds and government, state, municipal aosrrial obligations. Such types of
investments are valued by using a multi-dimensioelaltional model, the inputs are primarily benchimgaelds, reported trades, broker/dealer
guotes, issuer spreads, two-sided markets, ben&sraurities, bids, offers, and reference dataifinly market research publications. The
Company principally holds securities until maturitgwever, they may be sold under certain circuntgts, including, but not limited to, the
funding of acquisitions and other strategic invesiis. As a result the Company classified its inmesit portfolio as available-for-sale. The
Company's investments classified as Level 1 an@L2ware available-for-sale investments, and wecended at fair market value.

The fair-value hierarchy of the Company's marketaelcurities at March 31, 2014 , and December @3 2was as follows (in
thousands):

Fair Value Measurement at
March 31, 2014

Quoted Prices in Active Significant Other
Markets for Identical Observable Inputs
Description March 31, 2014 Assets (Level 1) (Level 2)
Commercial paper $ 3,72¢ $ — $ 3,72
Money market funds 17,51¢ 17,51¢ —
Corporate securities 133,68 — 133,68«
Total $ 154,92 $ 17,51¢ $ 137,40°

Fair Value Measurement at
December 31, 2013

Quoted Prices in Active Significant Other
Markets for Identical Observable Inputs
Description December 31, 2013 Assets (Level 1) (Level 2)
Commercial paper $ 3,09¢ % — $ 3,09¢
Money market funds 17,49: 17,49: —
Corporate securities 109,17¢ — 109,17¢
Total $ 129,77¢ % 17,49: $ 112,27t
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The Company did not transfer any investments batiesel 1 and Level 2 of the fair-value hierarchythie three months ended
March 31, 2014 , and the twelve months ended DeeeSih 2013.

5. INVENTORIES:

Inventories (which consist of costs associated thiéhpurchases 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 bffoss-in, first-out) or market. Provisions, wheequired, are made to reduce excess and
obsolete inventories to their estimated net reblezaalues. Inventories consist of the following ffiousands):

March 31, December 31,
2014 2013
Raw materials $ 11,257 $ 8,221
Work-in-process 12,201 13,21¢
Finished goods 24,47( 20,79¢
Total $ 4793 % 42,23¢

6. GOODWILL AND INTANGIBLE ASSETS:
There were no changes in the carrying amount oflgdbduring the three months ended March 31, 2014

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. The Company amesthe cost of all intangible assets
over the shorter of the estimated useful life ertdrm of the developed technology, acquired liesnsustomer relationships, trade name and
patent rights, which range from two to 12 yearshwhe exception of $4.7 million of in-process @®h and development. In-process researct
and development is assessed for impairment umtitidvelopment is completed and products are avaifabsale, at which time the Company
will begin to amortize the in-process research @exklopment. The Company does not expect the aratiain of in-process research and
development to begin in 2014 . Amortization for aiced intangible assets was approximately $1.9aniland $1.8 million in the three months
ended March 31, 2014 and 2013, respectively. Thag@my does not believe there is any significaritiued value associated with the
following intangible assets:

March 31, 2014 December 31, 2013

Accumulated

Accumulated

Gross Amortization Net Gross Amortization Net
(in thousands)

In-process research and

development 4,69 $ — 3 4,69 $ 4,690 % — $ 4,69(
Technology licenses 3,00( (2,400 60C 3,00¢ (2,325 67t
Patent rights 1,94¢ (1,949 — 1,94¢ (1,949 —
Developed technology 26,67( (5,899 20,77. 26,67( (5,247 21,42
Customer relationships 17,61( (5,349 12,26: 17,61( (4,669 12,94¢
Trade name 3,60( (3,450 15C 3,60( (3,000) 60C
Total intangible assets 57,51¢ $ (19,04) $ 38,47¢ $ 57,51¢ $ (17,187 $ 40,33«
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The estimated future amortization expense relatégtangible assets at March 31, 2014 , is asvalo

Estimated
Amortization
Fiscal Year (in thousands)
2014 (remaining 9 months) $ 4,21¢
2015 5,00¢
2016 4,39¢
2017 3,99¢
2018 3,74¢
Thereafter 12,42¢
Total (1) $ 33,78¢
(1) The total above excludes $4.7 million of mogess research and development that will be aredrtipon completion of

development over the estimated useful life of dehhology.
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

Ten customers accounted for approximately 59% &6 &f net revenues for the three months ended MaitcR014 and 2013,
respectively. A significant portion of these revesuare attributable to sales of the Company’s poisdio distributors of electronic components
These distributors sell the Company’s productstiooad, diverse range of end users, including OBMbsmerchant power supply
manufacturers.

Customers representing 10% or more of total netmegs are as follows:

Three Months Ended

March 31,
Customer 2014 2013
A 19% 19%
B * 10%

* Total customer revenue was less than 10% ofenetnues.

Customers A and B are distributors of the Compamgducts. No other customers accounted for 10#are of the Company's net
revenues in the periods mentioned.

Concentration of Credit Risk

Financial instruments that potentially subject @mmpany to concentrations of credit risk consigiqpally of cash investments and
trade receivables. The Company has cash invesimoéinies that limit cash investments to low-riské@stments. 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 waffs-and other relevant information. Account baksare charged off against the allowance
after all means of collection have been exhaustediae 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 March2814 , and December 31, 2013, 67% and 71% , riéeplgc 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 2014 2013
Avnet 27% 21%
ATM Electronic Corporation 11% 17%

Customers A and B are distributors of the Compapyislucts. No other customers accounted for 10#are of the Company’s
accounts receivable in these periods.

International Sale:

The Company markets its products globally througlsales personnel and a worldwide network of iedepnt sales representatives
and distributors. As a percentage of total netmaes, international sales, which consist of doroesid foreign sales to distributors and direct
customers outside of the United States of Amedoaprise the following:

Three Months Ended

March 31,
2014 2013

Hong Kong/China 44% 44%
Taiwan 16% 15%
Korea 11% 13%
Western Europe (excluding Germany) 11% 12%
Japan 6% 5%
Singapore 2% 3%
Germany 2% 2%
Other 3% 1%

95% 95%

Total foreign revenue

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

Product Sale:

Net revenues consist primarily of sales of the Canyfs high-voltage integrated-circuit products, TcdBivers and high-voltage
silicon diodes. When evaluating the Company's etmues, the Company categorizes its sales intitbeving four major end-market
categories; communications, computer, consumeirahubtrial. The table below provides the percentaigeet sales activity by end markets
served on a comparative basis for the three manttied March 31, 2014 and 2013 :

Three Months Ended

March 31,
End Market 2014 2013
Communications 18% 22%
Computer 1C% 10%
Consumer 37% 36%
Industrial 35% 32%
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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@si®llows (in thousands, except per share amaunts)

Three Months Ended

March 31,
2014 2013

Basic earnings per share:

Net income $ 12,36 $ 10,90:

Weighted-average common shares 30,23¢ 28,75«

Basic earnings per share $ 0.41 $ 0.3¢
Diluted earnings per share (1):

Net income $ 12,36¢ $ 10,90:

Weighted-average common shares 30,23¢ 28,75«

Effect of dilutive securities:

Employee stock plans 92¢ 1,02¢

Diluted weighted-average common shares 31,16° 29,78

Diluted earnings per share $ 0.4C $ 0.37

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 2013 awards in the 2014 and 2013 calonlatspectively, as those shares were
not contingently issuable as of the end of theqakri

In the three months ended March 31, 2014 , alleshaere included in the computation of diluted ey per share as none were
determined to be anti-dilutive, and in 2013, 2838,8[ares were not included in the computation ofteldiearnings per share for the period 1
ended because they were determined to be antiveilut

9. PROVISION FOR INCOME TAXES:

The Company accounts for income taxes under thagioas of ASC 740. Under the provisions of ASC ,7déferred tax assets and
liabilities are recognized based on the differermsveen the financial statement carrying amouhéxisting assets and liabilities and their
respective tax bases, utilizing the tax ratesdhatexpected 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. Tihimate realization of deferred tax assets is ddpahupon the generation of future taxable
income during the periods in which those tempothifigrences become deductible. Management consillerscheduled reversal of deferred
tax liabilities and projected future taxable incorrethe event that the Company determines, baseailable evidence and management
judgment, that all or part of the net deferreddagets will not be realized in the future, the Canypwould record a valuation allowance in
period the determination is made. In addition,dhkeulation of tax liabilities involves significajudgment in estimating the impact of
uncertainties in the application of complex taxda®Wesolution of these uncertainties in a manragrisistent with the Company's expectations
could have a material impact on its results of appens and financial position.
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As of March 31, 2014 , the Company continues tontadi a valuation allowance on capital losses édiefal purposes, and on its
California deferred tax assets as the CompanyMadithat it is not more likely than not that thdséerred tax assets will be fully realized. The
Company also maintains a valuation allowance ve#pect to certain of its deferred tax assets ngjat tax credits in Canada.

Income tax expense includes a provision for (béffefim) federal, state and foreign taxes basederahnual estimated effective tax
rate applicable to the Company and its subsidigaiéjsisted for certain discrete items which arlyftdcognized in the period they occur. The
Company's effective tax rates for the three moattded March 31, 2014 and 2013, were 4.8% and @7, 3¢spectively. The difference
between the expected statutory rate of 35% an@tmepany's effective tax rate for the three montitded March 31, 2014 , was primarily due
to the beneficial impact of the geographic disttits of the Company's worlddde earnings. The difference between the expestatdtory rat
of 35% and the Company's effective tax rate forttinee months ended March 31, 2013 , was primdrily to the beneficial impact of the
geographic distribution of the Company's world-widenings and passage of the American Tax ReliebA2012 signed into law on January
2, 2013. The prior year impact of the 2012 Feders¢arch and development tax credit benefit wasrded in the quarter ended March 31,
2013 due to the signing of the law in 2013. ThedraldR&D tax credit has not been extended for 284 4f the end of the first quarter,
therefore no Federal R&D tax benefits have beeageized. If Congress extends the research tat¢hede will be a favorable impact on the
Company's 2014 effective income tax rate.

The royalty arrangement between the Company aridrigggn subsidiary concluded on October 31, 204&ulting in a substantially
lower effective tax rate for the Company in futyears. As a result of the royalty arrangement endimd to ensure an additional source of U.S
cash, the Company plans to repatriate a portidts @urrent year offshore earnings to the U.Sdfmmestic operations and accordingly has
provided for estimated federal and state incomedan such earnings. For earnings accumulatedBsagimber 31, 2013 and for the
remaining portion of the current year earnings,Gloenpany continues to permanently reinvest suchuatsan its foreign jurisdictions, except
to the extent there is any previously taxed incovh&h is expected to be repatriated. If circumsésnchange and it becomes apparent that
some or all of those undistributed earnings ofGoenpany's offshore subsidiary will be remittedria foreseeable future but income taxes |
not been recognized, the Company will accrue inctares attributable to that remittance.

Determining the consolidated provision for (benffim) 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 resultéch may have a significant impact on operatiegults in future periods.

In July 2013, the FASB issued a new accountingdstaththat requires the presentation of certainaogeized tax benefits as
reductions to deferred tax assets rather tharahtiities in the Company's Condensed Consolidatddrige Sheets when a net operating loss
carryforward, a similar tax loss, or a tax creditrgforward exists. The Company adopted this nemdard on a prospective basis in the first
quarter of 2014. The impact of the adoption wasdaiction to long-term deferred tax assets and nomeiet income tax payable of
approximately $4.3 million .

10. INDEMNIFICATIONS:

The Company sells products to its distributors urdatracts, collectively referred to as DistriuBales Agreements (“DSA”). Each
DSA contains the relevant terms of the contracim@ngement with the distributor, and generallyudes certain provisions for indemnifying
the distributor against losses, expenses, andiliabifrom damages that may be awarded againdigtgbutor in the event the Company's
products are found to infringe upon a patent, cigbyr trademark, or other proprietary right of adiparty (“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 amigifig 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
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reimburse any of its distributors or customersaioy losses related to these indemnifications anahaterial claims were outstanding as of
March 31, 2014 . For several reasons, includindable of prior indemnification claims and the lamka monetary liability limit for certain
infringement cases, the Company cannot determmendximum amount of potential future paymentsnif,aelated to such indemnifications.

11. COMMITMENTS:
Supplier Agreements

Three of the Company's major suppliers have wafpply agreements based in U.S. dollars; howeveratieements with two of
these foundries, Seiko Epson Corporation, or Epaod,ROHM Lapis Semiconductor Co., Ltd., or Lapisp allow for mutual sharing of the
impact of the exchange rate fluctuation betweemadage yen and the U.S. dollar on future purch&seh year, the Company's management
and these two suppliers review and negotiate fyiticéing; the negotiated pricing is denominated)i. dollars but is subject to contractual
exchange rate provisions. The fluctuation in thehexge rate is shared equally between the Compahgach of these suppliers on future
purchases.

12. LEGAL PROCEEDINGS AND CONTINGENCIES:

From time to time in the ordinary course of busi¢se Company becomes involved in lawsuits, otoraers and distributors may
make claims against the Company. In accordanceAsifi 450-10, the Company makes a provision foalility 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 assdrtdaims 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 $6.1 million , granting Falicin new trial on the issue of willful infringemeim view of an intervening change in the
law, and denying the Company's motion for increaldages and attorneys' fees with leave to renewntition after the resolution of the
issue of willful infringement. On December 22, 20@8Fairchild's request, the Court temporarilysththe permanent injunction for 90 days.
On January 12, 2009, Fairchild filed a notice gbegd challenging the Court's refusal to enter aenpermanent stay of the injunction, and
Fairchild filed additional motions requesting thath the Federal Circuit and the District Courtegxt the stay of injunction. The District Court
temporarily extended the stay pending the Feddrauf€ruling on Fairchild's pending motion, buetkederal Circuit dismissed Fairchild's
appeal and denied its motion on May 5, 2009, aadiistrict Court issued an order on May 13, 2008ficming the reinstatement of the
permanent injunction as originally entered in Deben2008. On June 22, 2009, the Court held a beath re-trial on the issue of willful
infringement. On July 22, 2010, the Court found thairchild willfully infringed all four of the assted patents, and the Court also invited
briefing on enhanced damages and attorneys' fagshid also filed a motion requesting that theu@@mend its findings regarding
willfulness. On January 18, 2011, the Court deianichild's request to amend the findings regaréiaigchild's willful infringement and
doubled the damages award against Fairchild buingelcto award attorneys' fees. On February 3, 26l Court entered final judgment in
favor of the Company for a total damages awardl@$ 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@ppeal 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
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the findings with respect to other claims, inclgdthe Company's claim for damages. The Comparg &lpetition seeking Supreme Court
review of the Federal Circuit’s ruling on damagesiies, and the Supreme Court called for a resgmmad-airchild but ultimately declined to
review the case. On remand, the Company intengdarsue its claim for financial compensation basedrairchild's infringement.

On May 9, 2005, the Company filed a Complaint with U.S. International Trade Commission (“IT@Hder section 337 of the Tar
Act of 1930, as amended, 19 U.S.C. section 133ihs8ystem General (“SG"Jhe 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®s 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 brieff\@emedy, bonding and the public interest. On Audas 2006 the Commission issued an ordel
excluding from entry into the United States theiinging 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 Earchild 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 Poweegrations 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@dHil'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 tBerésd 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 Comypamotion 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
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with the jury trial on infringement and validity tegin in July 2011. On April 18, 2011, the Cowscheduled the trial to begin in January 2
and on June 2, 2011, the Court moved the trial wafgoril 2012 to permit the parties to addressthappatent the Company accused Fairchild
of infringing. Following a trial in April 2012, thpiry returned a verdict finding that Fairchildiimges 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 Fairchifthtent were ultimately upheld, the sales
potentially impacted would amount to only about%0.8f the Company's revenues. The Company hasedgeested an injunction preventing
further infringement of its own patents by Fairdhind Fairchild has requested an injunction a§ aéiearing on the issue is scheduled for
June of this year, with a ruling expected in thenthe to follow. The Company is also seeking finahdamages, as well as enhanced damage
for willful infringement, issues to be decided epsrate proceedings 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-dnoiijrig that Fairchild and SG willfully infringed ¢hCompany’s asserted patents and inducec
infringement by others, and awarding $105 milliordamages. Although the jury awarded damagesisastéige of the proceedings the
Company cannot state the amount, if any, it midtrately recover from Fairchild, and no benefitssa been recorded in the Company’s
condensed consolidated financial statements asudt o the damages verdict. The Jury also rejeEggrthild’s remaining counterclaims for
infringement against the Company. Fairchild hascateéd that it intends to challenge these rulings$ gress its unenforceability claim with
respect to one of the two patents it was founafianige, while the Company intends to seek enhadesdages and injunctive relief; these
issues are to be briefed in the coming months poi@rhearing scheduled for July 2014.

In February 2010, Fairchild and System General {JSid suits for patent infringement against iempany, Power Integrations
Netherlands B.V., and representative offices of &owtegrations Netherlands in Shanghai and Shenzfita the Suzhou Intermediate Cout
the People's Republic of China. The suits assart@hinese patents and seek an injunction and desrafgapproximately $19.0 million .
Power Integrations Netherlands filed invalidationgeedings for all four asserted SG patents iPéa@ple's Republic of China Patent
Reexamination Board (PRB) of the State IntellecRraperty Office (SIPO), and all four challengesavaccepted by the PRB, with hearings
conducted in September 2010. In
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early January 2012, the Company received ruling® fhe PRB invalidating the majority of the claiffarchild asserted in litigation, and the
PRB determinations are currently on appeal. Thdh@uZourt conducted evidentiary hearings in 20kRissued rulings in late December
2012, finding that the Company did not infringe arfithe asserted patents. Fairchild has filed dppd®allenging the Suzhou Court's non-
infringement rulings, but the Company continuebeatieve the Fairchild and SG claims are withoutitraard will continue to contest them
vigorously.

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 Tradeféice (“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-#gderal Circuit, where additional
briefing is expected to take place over the newtrigonths.

On May 1, 2012, Fairchild Semiconductor Corporaama 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 has answered Fairchild's @mpbtenying infringement and asking for a dedlarafrom the Court that it does not
infringe any Fairchild patent and that the Fairdlghtents are invalid, and the Company has alstasiscounterclaims against Fairchild for
infringement of five of the Company's patents. élgild has withdrawn its claim for infringement afeof the patents it asserted against the
Company after the Company's preliminary challemliggovery is under way on the remaining patentt) am anticipated trial date in 2015.

On February 5, 2013, Trinity Capital InvestmentQ (“Trinity”) filed suit against the Company in Gfarnia Superior Court. The
complaint alleged that SemiSouth Laboratories hacl entered into a lease agreement with Trinitg,that the Company guaranteed
SemiSouth's obligations under the lease agreenTdrg.complaint further alleged that SemiSouth dégdwon the lease agreement in October
2012, and therefore the Company owed Trinity $2illan under the lease guaranty. On April 19, 2013, them@any answered the complai
denying the allegations therein. On April 18, 20Tdnity filed a request to dismiss the action ettt prejudice.

The Company is unable to predict the outcome ddllpgoceedings with certainty, and there can bassarance that Power
Integrations will prevail in the abowaentioned 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 fooifywing litigation disclosed above, however advelsterminations in litigation could result in
monetary losses, the loss of proprietary rightbjesti the Company to significant liabilities, reguPower 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

Although the Company files U.S. federal, U.S. statel foreign tax returns, its major tax jurisdatis the U.S. In the quarter ended
March 31, 2011, the IRS began an audit of fiscaty&007 through 2009 which is currently in procégslit outcomes and the timing of audit
settlements are subject to significant uncertaittig. reasonably possible that within the neximiénths the Company will resolve the matters
presently under consideration for the 2007-2009&a¢s with the IRS.

13. RECENT ACCOUNTING PRONOUNCEMENTS:
Recently Adopted Standa

In July 2013, the FASB issued a new accogngtandard that requires the presentation ofinautaecognized tax benefits as reducti
to deferred tax assets rather than as liabiliieké Company's Condensed Consolidated BalancdsSluben a net operating loss carryforward
a similar tax loss, or a tax credit carryforwardsex The Company adopted this new standard onsppctive basis in the first quarter of 2014.
The impact of the adoption was a reduction to ltergn deferred tax assets and non current incompagable of approximately $4.3 million .

14. BANK LINE OF CREDIT:

On July 5, 2012, the Company entered into a Creglieement (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. Cledit Agreement was amended on April 1, 201éxtend the Credit Agreement terminal
date from July 5, 2015 to April 1, 2017, with alher terms of the Credit Agreement remaining theesalhe Company's ability to borrow
under the revolving line of credit is conditiongabm the Company's compliance with specified covenamcluding reporting and financial
covenants, primarily a minimum cash
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requirement and a debt to earnings ratio, with tiiee Company is currently in compliance. All adses under the revolving line of credit v

become due on April 1, 2017, or earlier in the éwdra default. As of March 31, 2014 , the Comphag no amount outstanding under the
credit agreement.
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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, 2013, filed WithSEC on February 13, 2014. 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 edbaétrproducts. 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 power-supply, werdcircuitry for high-voltage LED lighting applitans. Finally, the
growing desire for less carbon-intensive sourcesnefgy and modes of transportation representpportunity for us since
our CONCEPT IGBT-driver products are used in rertder@nergy systems as well as electric trains aahaobiles.

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, conversealffen 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 anst@oer mix can also cause our gross mi
to fluctuate. Because we purchase a large percenfagur silicon wafers from foundries located @&pdn, our gross margin is influenced by
fluctuations in the exchange rate between the dbar and the Japanese yen. Changes in the micasy materials used in our products, suct
as copper and gold, can also affect our gross mafdihough our wafer-fabrication and assembly afiens are outsourced, as are most of ou
test operations, a portion of our production casésfixed in nature. As a result, our unit costs gross profit margin are impacted by the
volume of units we produce.

Recent Resul

Our net revenues were $83.1 million and $77.0 amlin the three months ended March 31, 2014 an8,2@%pectively. We
experienced year-over-year growth in revenues fimee of our primary end-market categories (indalsttonsumer and computer), driven by
higher unit sales for a wide range of applicatimttuding industrial motor drives, renewable-enesggtems, appliances, LED lighting and
desktop computers. The increase was partially bffgdower sales into the communications end madlket primarily to lower unit sales rela
to mobile-phone chargers. Our top ten customectyding distributors that resell to OEMs and merth@ower supply manufacturers,
accounted for 59% and 58% of our net revenuesanhtee months ended March 31, 2014 and 2013, atdsplg. Our top two customers, both
distributors of our products, collectively accouhfer approximately 28% and 29% of our net reveringke three months ended March 31,
2014 and 2013, respectively. International saleswaated for 94% and 95% of our net revenues irhtree months ended March 31, 2014 and
2013, respectively.

Our gross profit margin was 55% and 52% of netmees in the three months ended March 31, 2014 @b8, 2espectively. The
increase in gross margin for the three months edbagh 31, 2014 , compared with the same peridterprior year was due to end-market
mix, with a greater percentage of revenue comiamfsales into higher-margin end markets, lower rfaturing costs stemming from a
combination of internal cost-reduction initiativesiit-cost benefits from higher production volumes, dredecline in the value of the Japar
yen versus the U.S. dollar, which decreased theafaslicon wafers purchased from our Japanesel-fabrication foundries.

Total operating expenses in the three months entdedh 31, 2014 and 2013, were $33.2 million and.&30dillion, respectively.
Expenses were higher in 2014 due primarily to highsearch and development expenses, includingased headcount as well as greater
engineering-materials and equipment-depreciatigeeses, all in support of our product-developméotts. Sales and marketing expenses
also increased, due primarily to the expansionuofsales and application-support staffs, whichltedun higher salary and related expenses.

29




Table of Contents
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 ettgrae 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 both the threaths ended March 31, 2014 , and the
twelve months ended December 31, 2013. We applpritvsions of Accounting Standard Codification §&") 605-10 (“ASC 605-10") and
all related appropriate guidance. Revenue is rézedrwhen all of the following criteria have beeertn(1) persuasive evidence of an
arrangement exists, (2) delivery has occurredth@)price is fixed or determinable, and (4) cobdity is reasonably assured. Customer
purchase orders are generally used to determinexieence of an arrangement. Delivery is consitlemeénave occurred when title and risk of
loss have transferred to our customer. We evalub&gher the price is fixed or determinable basetherpayment terms associated with the
transaction and whether the sales price is sutjaetfund or adjustment. With respect to colledihiwe perform credit checks for new
customers and perform ongoing evaluations of oistieg customers' financial condition and requéetdrs of credit whenever deemed
necessary.

Sales to international OEMs and merchant powerlguppnufacturers for shipments from our facilittside of the United States are
pursuant to EX Works, or EXW, shipping terms, magrthat title to the product transfers to the comoupon shipment from our foreign
warehouse. Sales to international OEM customersrardhant power supply manufacturers that are shlifygwm our facility in California are
pursuant to Delivered at Frontier, or DAF, shippiagns. As such, title to the product passes tatistomer when the shipment reaches the
destination country and revenue is recognized dperarrival of the product in that country. Shiptiseto OEMs and merchant power supply
manufacturers in the Americas are pursuant to &neBoard, or FOB, point of origin shipping termsamimg that title is passed to the custome
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 terrowily 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, 2014 ,
and December 31, 2013 , was approximately $29.tomiind $25.5 million , respectively. The totafeleed cost as of March 31, 2014 , and
December 31, 2013 , was approximately $11.3 milind $9.8 million , respectively.
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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, theibistor submits a “ship and debit” price adjustmeatm to us to adjust the distributor's cost
from the standard price to the pre-approved lowkepAfter 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 in our accompanying consolithédance sheets. To the extent future
ship and debit claims significantly exceed amoastimated, there could be a material impact ordéferred revenue and deferred margin
ultimately recognized. To evaluate the adequaayuofreserves, we analyze historical ship and gehyitnents and levels of inventory in the
distributor 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 recogtieefair value of
stock-based compensation in financial statemerds e requisite service period of the individuargs, which generally equals a four-year
vesting period. We use estimates of volatility, @xed term, riskree interest rate, dividend yield and forfeitumesletermining the fair value
these awards and the amount of compensation costagnize. Changes in these estimates could liesthitanges to our compensation chai

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 ptaiubased 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 indares payable or refundable in the current figear based on reported income
before income taxes. Deferred income taxes refffeceffect of temporary differences and carry-fadgathat 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 assed 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 assstognized related to some of our
officers' compensation to amounts that we estimdtde deductible in future periods based uporinal Revenue Code Section 162(m). In
the event that we determine, based on availablieage and management judgment, that all or pditeofet deferred tax assets will not be
realized in the future,
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we would record a valuation allowance in the petlweldetermination is made. In addition, the caltiah of tax liabilities involves significant
judgment in estimating the impact of uncertaintiethe application of complex tax laws. Resolutafrthese uncertainties in a mani
inconsistent with our expectations could have aentimpact on our results of operations and faianposition.

As of March 31, 2014 , we continue to maintain lugion allowance on our California deferred tageds as we believe that it is not
more likely than not that the deferred tax assétse fully realized. We also maintain a valuatiaifowance with respect to some of our
deferred tax assets relating primarily to tax denli Canada and Federal capital losses.

Although we file U.S. federal, U.S. state, and fgnetax returns, our major tax jurisdiction is tHeS. In the quarter ended March 31,
2011, the IRS began an audit of fiscal years 28@3ugh 2009, and the audit is currently in procAsslit outcomes and the timing of audit
settlements are subject to significant uncertaiittig. reasonably possible that within the nexii@nths we will resolve the matters presently
under consideration for the 2007-2009 tax yearh thi¢ IRS.

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 excesddsadéd 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 thaisition 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.

Goodwill and intangible assets

In accordance with ASC 350-1Gpodwill and Other Intangible Assetse evaluate goodwill for impairment on an annuai®eor as
other indicators of impairment emerge. The provisiof ASC 350-10 require that we perform a two-stepairment test. In the first step, we
compare the implied fair value of our single repmgytunit to its carrying value, including goodwilf.the fair value of our reporting unit exces
the carrying amount no impairment adjustment islireql. If the carrying amount of our reporting ueiceeds the fair value, step two will be
completed to measure the amount of goodwill impairtioss, if any exists. If the carrying value af single reporting unit's goodwill exceeds
its implied fair value, then we record an impairmkass equal to the difference, but not in excdghe carrying amount of the goodwill. Under
the amendments of ASC 350-10, ASU No. 20119e&ting Goodwill for Impairmenheginning in 2012 we have the option to first asses
qualitative factors to determine whether the existéeof events or circumstances leads to a detetiminihat it is more likely than not that the
fair value of a reporting unit is less than itsrgarg amount. If we elect this option, and aftesessing the totality of events or circumstance
determine it is not more likely than not that the f/alue of a reporting unit is less than its ggng amount, then performing the two-step
impairment test is unnecessary. We have not elebteaption to date. We evaluated goodwill for aiyment in the fourth quarter 2013, and
concluded that no impairment existed as of DecerBbeP013 . Additionally, no impairment indicatdrave been identified during the three
months ended March 31, 2014 .

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 AXD-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 tleatdtrying amount of an asset may not be recowersid measure recoverability of assets to
be held and used by a comparison of the carryinguatof an asset to estimated undiscounted futagh ows expected to be generated b
asset. If the carrying amount of an asset excée@siimated future cash flows, we recognize araimgent 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,
2014 2013

Net revenues 100.(% 100.C%
Cost of revenues 44 48.°
Gross profit B5.< 51.7
Operating expenses:

Research and development 16.2 15.¢
Sales and marketing 14.€ 14.C
General and administrative 9.2 10.C
Total operating expenses 40.C 39.€
Income from operations 152 11.¢
Other income, net 0.3 0.3
Income before provision for (benefit from) inconagés 15.€ 12.1
Provision for (benefit from) income taxes 0.8 (2.7
Net income 14.8% 14.2%

Comparison of the Three Months Ended March 31, 2012013

Net revenuedNet revenues consist of revenues from product saleish are calculated net of returns and allowanbiet revenues fi
the three months ended March 31, 2014 and 201& $&8.1 million and $77.0 million, respectively. \&Weperienced year-over-year growth in
revenues from three of our primary end-market aaieg (industrial, consumer and computer), drivemigher unit sales for a wide range of
applications including industrial motor drives, egrable-energy systems, appliances, LED lightingdasktop computers. The increase was
partially offset by lower sales into the communigas end market due primarily to lower unit salelsted to mobile-phone chargers.

Our net revenue mix by end market for the threetimoanded March 31, 2014 , compared to the threghm@nded March 31, 2013,
were as follows:

Three Months Ended

March 31,
End Market 2014 2013
Communications 1&8% 22%
Computer 1C% 10%
Consumer 37% 36%
Industrial 35% 32%

International sales, consisting of sales outsidia@fUnited States of America based on “ship t@tomer locations, were $79.1
million and $73.0 million in the three months endéarch 31, 2014 and 2013, 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 for
the three months ended March 31, 2014 , and 80%héothree months ended March 31, 2013 . We exptrhational sales, and sales to the
Asia region in particular, to continue to accowntd large portion of our net revenues in the fitur

Sales to distributors accounted for 75% and 74%ebfevenues in the three months ended March 3% @0d 2013, respectively,
with direct sales to OEMs and power-supply manuii@es accounting for the remainder.
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Two customers accounted for 10% or more of totatnees:

Three Months Ended

March 31,
Customer 2014 2013
A 1% 1%
B * 10%

* Total customer revenue was less than 10% ofenetnues.

Customers A and B are distributors of our produdtsother customers accounted for 10% or more phetirevenues in these
periods.

Gross profit.Gross profit is net revenues less cost of reverfdescost of revenues consists primarily of cossaiated with the
purchase of wafers from our contracted foundries assembly, packaging and testing of our prodwctib-contractors, product testing
performed in our own facilities, amortization ogaéred intangible assets, and overhead associdatedhe management of our supply chain.
Gross margin is gross profit divided by net revenée table below compares gross profit and graagin for the three months ended
March 31, 2014 and 2013 (dollars in millions):

Three Months Ended

March 31,
2014 2013
Net revenues $ 831 $ 77.C
Gross profit $ 46.C % 39.¢
Gross margin 55.2% 51.7%

The increase in gross margin for the three montide@ March 31, 2014 , compared with the same pémitite prior year was due to
end-market mix, with a greater percentage of regaamming from sales into higher-margin end marketger manufacturing costs stemming
from a combination of internal cost-reduction iaitves, unit-cost benefits from higher productiahmes, and the decline in the value of the
Japanese yen versus the U.S. dollar, which dea¢hsecost of silicon wafers purchased from oundage wafer-fabrication foundries.

Research and development expenBesearch and development, or R&D, expenses cqusisarily of employee-related expenses
including stock-based compensation and expenseerialeand facility costs associated with the depeient of new processes 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 monttisceMarch 31, 2014 and 2013 (dollars in millions):

Three Months Ended

March 31,
2014 2013
Net revenues $ 83.1 $ 77.C
R&D expenses $ 13.t $ 12.:
R&D expenses as a % of net regenu 16.2% 15.%

R&D expenses increased in the three months endedhVgd,, 2014 , compared to the same period in 28flécting increased payroll
and related expenses (stemming from increased beatjand greater expenses associated with engigeeaterials and equipment
depreciation, all in support of product-developmefifitrts to generate continued growth.

Sales and marketing expensgales and marketing expenses consist primarilynpfi@yee-related expenses, including stock-based
compensation, commissions to sales representatimestization of intangible assets and facilitispenses, including expenses associated
our regional sales and support offices. The tablevb compares sales and marketing expenses fohtbe months ended March 31, 2014 and
2013 (dollars in millions):
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Three Months Ended

March 31,

2014 2013
Net revenues $ 831 % 77.C
Sales and marketing expenses $ 121 % 10.¢
Sales and marketing expenses as a % of netueven 14.€% 14.(%

Sales and marketing expenses increased in therttoeths ended March 31, 201dompared to the same period in 2013 due prim
to increased salary and related expenses refletttengxpansion of our sales and application-supgtafts, as well as increased commissions
and bonus payments to our sales staff.

General and administrative expens€gneral and administrative, or G&A, expenses copsimarily 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, 2014 and 2013
(dollars in millions):

Three Months Ended

March 31,
2014 2013
Net revenues $ 831 % 77.C
G&A expenses $ 7€ % 7.7
G&A expenses as a % of net reeenu 9.2% 10.(%

G&A expenses decreased in the three months endethMa, 2014 compared to the same period in 2013 due primtwilpwer lega
expenses related to our ongoing patent litigatiefe( to Note 12| _egal Proceedings and Contingencjés our Notes to Condensed
Consolidated Financial Statements for details)sTaicrease was patrtially offset by increased plgats associated with stock-option
exercises and the vesting of stock grants.

Other income, netOther income, net consists primarily of inteiesbme earned on cash and cash equivalents, mal&egcurities
and other investments, and foreign exchange gailusses. The table below compares other incontdpnéhe three months ended March 31,
2014 and 2013 (dollars in millions):

Three Months Ended

March 31,
2014 2013
Net revenues $ 831 $ 77.C
Other income $ 02 $ 0.2
Other income as a % of net reeenu 0.2% 0.2%

Other income, net increased in the three monthedMhrch 31, 2014 , compared to the same peri@@13. The increase was due
primarily to increased interest income as a resufigher cash and investment balances in 2014 aoedpo the first quarter of 2013.

Provision for (benefit from) income taxeBrovision for (benefit from) income taxes représdederal, state and foreign taxes. The
table below compares income tax expenses (bengfitf)e three months ended March 31, 2014 and 2@dlgars in millions):

Three Months Ended

March 31,

2014 2013
Income before provision for (bahffbm) income taxes $ 12,98 $ Ok
Provision for (benefit from) incentaxes $ 0.6 % (1.6
Effective tax rate 4.8% (17.9%
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The difference between the expected statutoryafa®®% and our effective tax rate for the three therended March 31, 2014 , was
primarily due to the beneficial impact of the geaqguic distribution of our world-wide earnings. Tdi€erence between the expected statutory
rate of 35% and our effective tax rate for the ¢hmonths ended March 31, 2013, was primarily dube beneficial impact of the geographic
distribution of our world-wide earnings, plus tiféeets of the American Tax Relief Act of 2012, whiesulted in the 2012 federal research-
and-development tax credit being recorded in trertgu ended March 31, 2013. The Federal R&D tadithas not been extended for 2014 as
of the end of the first quarter, therefore no FetlB&D tax benefits have been recognized. If Cesgrextends the research tax credit thert
be a favorable impact on our 2014 effective incoaxerate.

Liquidity and Capital Resources

As of March 31, 2014 , we had $217.6 million inltasash equivalents and short-term marketable siesyan increase of
approximately $15.5 million from $202.1 million eDecember 31, 2013. As of March 31, 2014 , wewacking capital, defined as current
assets less current liabilities, of $246.8 millian,increase of approximately $19.8 million fron2¥2 million as of December 31, 2013.

On July 5, 2012, we entered into a credit agreergibat'Credit Agreement”) with two banks. The Ctetireement 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 utigerevolving line of credit will become
due on such date, or earlier in the event of aulefas of March 31, 2014 , we had no amounts amiding under our agreement.

Operating activities generated cash of $16.2 miiliiothe three months ended March 31, 2014 . Netnive for this period was $12.4
million; we also incurred non-cash depreciationpaimation and stock-based compensation expensg4$.0fmillion, $1.9 million and $3.9
million, respectively. Significant changes in assatd liabilities included: (1) a $3.9 million deese in deferred income taxes due primarily tc
the adoption of a new accounting standard, ASU 21,3see Note 1Recent Accounting Pronouncemefits,details); and (2) a $2.1 million
increase in deferred income on sales to distrilsutiue to increased inventory levels at our distals reflecting lower-than-expected sales in
the first quarter. These sources of cash and nsh-t@ms were partially offset by: (1) a $5.7 mifliincrease in inventory, reflecting both
lower-than-expected sales in the first quarter el & anticipated growth in future quarters; (&ba6 million decrease in taxes payable and
accrued liabilities related primarily to the abawnentioned adoption of ASU 2013-11, and a decreasenployee-related liabilities; and (3) a
$4.0 million increase in accounts receivable dua¢otiming of cash receipts in March 2014 compaoedecember 2013.

Operating activities generated cash of $21.6 miilirothe three months ended March 31, 2013. Nemecfor this period was $10.9
million; we also incurred non-cash depreciationpaimation and stock-based compensation expensg$.0fmillion, $1.8 million and $3.6
million, respectively. Additional sources of casleluded: (1) a $3.9 million decrease in prepaidegges resulting primarily from a decrease ir
prepaid taxes related to a tax refund; (2) a $2lBomincrease in accounts payable due to thertgrof payments for inventory, partially offset
by a payment to one of our foundries in the fitsager of 2013 of approximately $1.0 million, faopuct development, which was accrued as
of December 31, 2012; and (3) a $2.9 million inseein deferred income on sales to distributorstduecreased inventory levels at our
distributors as of March 31, 2013, compared to Ddmer 31, 2012. These additional sources of casmanetash items were partially offset
by: (1) a $7.4 million increase in accounts reckigalue to higher customer shipments in March 2@&¥38us December 2012; and (2) a $3.2
million increase in deferred taxes due to the eattiove application of the American Tax Relief A¢t2012, which was signed into law on
January 2, 2013, (refer to NoteP¥pvision for Income Taxgdn our Notes to Condensed Consolidated FinaiStatements, for details) and a
net change in other deferred taxes.

Our investing activities in the three months enliedch 31, 2014 , resulted in a $29.2 million ne¢ o cash, consisting primarily of:
$4.5 million for purchases of property and equiptnprimarily machinery and equipment for productand research and development; and
$24.8 million for the purchase of marketable sdmgi Our investing activities in the three morghsled March 31, 2013, resulted in a $21.9
million net use of cash, consisting of: $4.0 millifor purchases of property and equipment; andiifllion, net, for purchases of marketable
securities.
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Our financing activities in the three months entiaich 31, 2014 , resulted in net cash proceedd & fiillion. Financing activities
consisted primarily of proceeds of $7.0 millionrfrahe issuance of common stock, including the egeraf employee stock options and the
issuance of shares through our employee stock psecplan, partially offset by $3.0 million for thayment of dividends to stockholders. Our
financing activities in the three months ended Ma8t, 2013, resulted in net cash proceeds of $élibmnconsisting primarily of proceeds of
$8.7 million from the issuance of common stock]uding the exercise of employee stock options &edgsuance of shares through our
employee stock purchase plan, partially offset By $nillion for the payment of dividends to stoclders.

In January 2013, our board of directors declared uarterly cash dividends in the amount of $QéBshare to be paid to
stockholders of record at the end of each quant@0l3. The quarterly dividends, of approximate?y3fmillion each, were paid on March 29,
2013 and June 28, 2013, and approximately $2.4omilvas paid on each of September 30, 2013 andriteee31, 2013.

In October 2013, our board of directors declarad fpiarterly 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 deeththat the payouts for the third and fourth
quarters of 2014 shall be increased to $0.12 paesi he first quarterly dividend payout of appmately $3.0 million occurred on March 31,
2014 , the next payout of $0.10 per share is sdhdda take place on June 30, 2014. The declarafiamy future cash dividend is at the
discretion of the board of directors and will degp@m our financial condition, results of operatiocepital requirements, business conditions
and other factors, as well as a determinationdhsih dividends are in the best interests of owkatlders.

In October 2012, our board of directors authoriteduse of $50.0 million for the repurchase of cammon stock, with repurchase:
be executed according to pre-defined price/volunideajines set by the board. As of March 31, 20l had $29.5 million available for future
stock repurchases. We did not purchase sharesgdhrthree months ended March 31, 2014 , as tbe pf the Company’s common stock
remained above the maximum level set forth in thidg/ines mentioned above. Authorization of futsteck repurchase programs is at the
discretion of the board of directors and will degp@m our financial condition, results of operatiocepital requirements, business conditions
and other factors.

As of March 31, 2014we had a contractual obligation related to incéaxe which consisted primarily of unrecognized eexefits of
approximately $12.8 million. A portion of the taklmation was classified as long-term income tgp@gable and a portion is recorded in
deferred tax assets in our condensed consolidailedd® sheet. The settlement period for our incaxdiabilities cannot be determined;
however, they are not expected to be due withimthe year.

There were no other material changes, other tlaadtn the liquidity section above, outside of tindinary course of business in our
contractual commitments reported in our Annual Repn Form 10-K for the year ended December 313201

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, thedresults of our 2007 - 2009 IRS audit. We
expect continued sales growth in our foreign bussrend plan to use the earnings generated by migffiosubsidiaries to continue to fund both
the working capital and growth needs of our foreigtities, along with providing funding for any fué foreign acquisitions. We do not prov
for U.S. taxes on our undistributed earnings oéifgm subsidiaries that we intend to invest indédigioutside the U.S., unless such taxes are
otherwise required under U.S. tax law. In 2013 determined that a portion of our current year emywiof foreign subsidiaries may be remi
in the future to the U.S. for domestic cash flowgmses and, accordingly, provided for the relate8. thxes in our consolidated financial
statements. Currently the majority of our cash rewadketable securities are held in the U.S. If wangfe our intent to invest our undistributed
earnings outside the U.S. indefinitely or if a gee@mount of undistributed earnings are needetl f8r operations than previously anticipated
and for which U.S. taxes have not been recordedyadd be required to accrue or pay U.S. taxesjéstito an adjustment for foreign tax
credits, where applicable) and withholding taxegade to various foreign countries on some or ifhese undistributed earnings. As of
December 31, 2013, we had undistributed earnindgsrefgn subsidiaries that are indefinitely investaitside of the U.S. of approximately
$105.0 million.

If our operating results deteriorate during theaarder of 2014, either as a result of a decreasastomer demand, or severe pricing
pressures from our customers or our competitorirasther reasons, our ability to generate positigsh flow from operations may be
jeopardized. In that case, we may be forced touse&ash, cash equivalents and s-term investments, use our credit agreement or seek
additional financing from third parties to fund aperations. We believe that
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cash generated from operations, together withiagisources of liquidity, will satisfy our projectevorking capital and other cash requirem
for at least the next 12 months.

Off-Balance Sheet Arrangements

As of March 31, 2014 , we did not have any off-baksheet arrangements or relationships with umdioiased entities or financial
partnerships, such as entities often referred girastured finance or special purpose entitieschvhre typically established for the purpose of
facilitating off-balance sheet arrangements or iotioatractually narrow or limited purposes.
Recent Accounting Pronouncements

In July 2013, the FASB issued a new accountingdstechthat requires the presentation of certainaogeized tax benefits as
reductions to deferred tax assets rather tharahiities in our Condensed Consolidated BalanceeSh&hen a net operating loss carryforward

a similar tax loss, or a tax credit carryforwardsex We adopted this standard in the first quart&014; the impact of the adoption was a
reduction to long-term deferred tax assets andcoorent income tax payable of approximately $4.Bioni .

38




Table of Contents
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 from that described in our
2013 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 instrumgmtith a remaining maturity of three months or lasthe date of purchase to be cash
equivalents. Investments in highly liquid finandiastruments with maturities greater than three tmeat the date of purchase are classified a
short-term investments. We generally hold securitietil maturity; however, they may be sold undatain circumstances, including, but not
limited to, when necessary for the funding of asijigins and other strategic investments, and tbezefie classify our investment portfolio as
available-for-sale. We invest in high-credit qualgsuers and, by policy, limit the amount of ctezkiposure to any one issuer. As stated in ou
policy, we seek to ensure the safety and preservafiour invested principal funds by limiting defierisk, market risk and reinvestment risk.
We mitigate default risk by investing in safe amghicredit 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, 2014 , and December 31, 2013, we
held primarily cash equivalents and short-term stweents 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, 2014 , or December 31, 28 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, for a tabular presentation of our available-falesnvestments and the expected maturity dates.

Foreign Currency Exchange Risks of March 31, 2014 , our primary transactionarency was U.S. dollars; in addition, we hold
cash in Swiss francs and Euro. We maintain cashrderated 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 ttisi 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, 2014 , and December 31, 2013, 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 approxirately 0.8% to 1.0%; this sensitivity may increasél@crease
depending on the percentage of our wafer supplywikgourchase from some of our Japanese supphidrs@uld subject our gross profit and
operating results to the potential for materiatfliations.

ITEM 4. CONTROLS AND PROCEDURES
Limitation on Effectiveness of Contr¢

Any control system, no matter how well designed apeérated, can provide only reasonable assurancetias tested objectives. The
design of any control system is based in part wg@otain assumptions about the likelihood of futewents, and there can be no assurance tha
any design will succeed in achieving its statedgaader all potential future conditions,
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regardless of how remote. The inherent limitationany control system include the realities thalgjments related to decision-making can be
faulty, and that reduced effectiveness in contrals occur because of simple errors or mistakes.i®tlee inherent limitations in a cost-
effective control system, misstatements due torenay occur and may not be detected.

Evaluation of Disclosure Controls and Procedu

Management is required to evaluate our disclosonérols and procedures, as defined in Rule 13a)1b(@er the Securities Exchange
Act of 1934 (the “Exchange Act”). Disclosure corisrand 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 conaints procedures designed to provide reasonableaassuthat such information is
accumulated and communicated to our managemehuiding our Chief Executive Officer and Chief Final®fficer as appropriate to allow
timely decisions regarding required disclosure.dglasn our management's evaluation (with the ppgtmn of our principal executive officer
and principal financial officer), our principal eogive officer and principal financial officer haeencluded that our disclosure controls and
procedures (as defined in Rules 13a-15(e) and b%el Linder the Exchange Act) were effective aniefand 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¢h2014 , 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 cdigf evaluating our business
before purchasing shares of our stock. The riskmfpour business have not changed substantively those discussed in our Annual Report
on Form 10-K for the year ended December 31, 2013.

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 operatesylts include the following:

» the demand for our products declining in theanand markets we serve, which may occur due tgetitive factors, supply-chain
fluctuations or changes in macroeconomic conditions

e 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;

e competitive pressures on selling pric

« the inability to adequately protect or enforce mtellectual property right
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* expenses we are required to incur (or choose ta)ific connection with our intellectual propertiidations
* reliance on international sales activities for bstantial portion of our net revenu

» fluctuations in exchange rates, particularly éxehange rate between the U.S. dollar and then@apayen, 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
e earthquakes, terrorists acts or other disa:

« continued impact of changes in securities lamg r@gulations, including potential risks resultingm 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 thetesgaeifications required by our produ

» the ability of our products to penetrate additiomalrkets

» the volume and timing of orders received from costs

* an audit by the Internal Revenue Service, feedi years 20072009

* our ability to attract and retain qualified persek;

» risks associated with acquisitions and strategiesiment:

» our ability to successfully integrate, or realihe expected 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 liglaskip 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 slow@odemand for our ICs. When our customers arsaotessful in maintaining high levels
of demand for their products, their demand for I@g 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, whidtnits our direct interaction with our end customeiserefore reducing our ability -

forecast sales and increasing the complexity oftauginessSales to distributors accounted for 75% of netmees in the three months ended
March 31, 2014, and in the twelve months ended iDbee 31, 2013. Selling through distributors redum@sability to forecast sales and

increases the complexity of our business, requiami¢p:

* manage a more complex supply ch

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

e monitor the financial condition and creditrthiness of our distributors, many of which aredted outside of the United States anc
publicly traded.
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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 requestsoiee out planned shipments. This could adversepact our revenues and profits. Any
failure to manage these complexities could disaupeduce sales of our products and unfavorablyohpur financial results.

Intense competition in the high-voltage power syppdiustry may lead to a decrease in our averadigeprice and reduced sales
volume of our product&he high-voltage power supply industry is intensdynpetitive 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 moteffestively. 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 fréd¥2o 2031. 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 competitorsear companies entering this market. We believeailure to compete successfully in the
high-voltage power supply business, including dailitg to introduce new products with higher avegagglling prices, would materially harm
our operating results.

If we are unable to adequately protect or enforaeiatellectual property rights, we could lose matrkshare, incur costly litigation
expenses, suffer incremental price erosion or \@deable assets, any of which could harm our opengtand negatively impact our
profitability. Our success depends upon our ability to continueemihnological innovation and protect our inteliled property, including
patents, trade secrets, copyrights and khow- We are currently engaged in litigation to eoéoour intellectual property rights, and assod
expenses have been, and are expected to remaatjahahd have adversely affected our operatingltsesVe cannot assure that the steps we
have taken to protect our intellectual propertyl bl adequate to prevent misappropriation, orakfadrs will not develop competitive
technologies or products. From time to time, weehiceived, and we may receive in the future, comaations alleging possible infringem
of patents or other intellectual property rightotiers. Costly litigation may be necessary to exd@ur intellectual property rights or to deft
us against claimed infringement. The failure toagbnecessary licenses and other rights, andigatibn arising out of infringement claims
could cause us to lose market share and harm simdss.

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

If we do not prevail in our litigation, we will havexpended significant financial resources, podigtivithout any benefit, and may
also suffer the loss of rights to use some teclyiedo We are currently involved in a number of patetigdition matters and the outcome of the
litigation is uncertain. See Note 12 gal Proceedings and Contingencjés our Notes to Consolidated Financial StatemeRts example, in
one of our patent suits the infringing company xesn found to infringe four of our patents. Desghiefavorable court finding, the infringing
party filed an appeal to the damages awarded.dthan matter, we are being sued for patent infrimgiet in China, even though we have
received an initial judgment in our favor, this €as still under the appeals process, and in Cthi@autcome of litigation can be more uncer
than in the United States. Should we ultimatelyleermined to be infringing another party's pateot if an injunction is issued against us
while litigation is pending on those claims, suekuit could have an adverse impact on our abityetl products found to be infringing, either
directly or indirectly. In the event of an advem#come, we may be required to pay substantial damatop our manufacture, use, sale, or
importation of infringing products, or obtain licess to the intellectual property we are found teehafringed. We have also incurred, and
expect to continue to incur, significant legal sastconducting these lawsuits, including the app&the case we won, and our involvement in
this litigation and any future intellectual propelitigation could adversely affect sales and divke efforts and attention of our technical and
management personnel, whether or not such litigatisesolved in our favor. Thus, even if we arecessful in these lawsuits, the benefits of
this success may fail to outweigh the significagal costs we will have incurred.
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Our international sales activities account for eéstantial 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 95% of our net revenues for the timeaths ended March 31,2014, and for the year eBeéegmber 31, 2013 . If our
international sales declined and we were unabiect@ase domestic sales, our revenues would demtideour operating results would be
harmed. International sales involve a number d&rts 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 amadce our international sales and materially aaheersely affect our operating
results. Furthermore, because substantially aluofforeign sales are denominated in U.S. dollatseases in the value of the dollar cause the
price of our products in foreign markets to ris@king our products more expensive relative to camperoducts 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 Japanesaghides two of our major suppliers, Epson
Lapis, with which we have wafer supply agreemeaield in U.S. dollars; however, these agreemerisaitav 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 2012luded in the assets acquired was cash denomima8uliss francs and euros, which will be
used to fund the operations of our Swiss subsidiBing functional currency of our Swiss subsidiayhie U.S. dollar; gains and losses arising
from the re-measurement of non-functional currdmaances are recorded in other income in our catetel statements of income, and
material unfavorable exchange-rate fluctuationf wie Swiss franc could negatively impact our nebime.

We depend on third-party suppliers to provide ufwiafers for our products and if they fail to pide us sufficient quantities of
wafers, our business may sufféVe have supply arrangements for the productiomadérs with Lapis, Renesas, X-FAB and Epson. Our
contracts with these suppliers expire in April 20D8cember 2014, December 2020 and December 28&fkcatively. Although some aspects
of our relationships with Lapis, Renesas, X-FAB &mps$on are contractual, many important aspectsesit relationships depend on their
continued cooperation. We cannot assure that wearittinue to work successfully with Lapis, Renes&$AB and Epson in the future, and
that the wafer foundries' capacity will meet oued® Additionally, one or more of these wafer faugglcould seek an early termination of our
wafer supply agreements. Any serious disruptiothénsupply of wafers from Lapis, Renesas, X-FAEpson could harm our business. We
estimate that it would take 12 to 24 months fromtime we identified an alternate manufacturingrseto produce wafers with acceptable
manufacturing yields in sufficient quantities toeheur needs.

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.
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If our third-party suppliers and independent sulbaartors do not produce our wafers and assemblérosined products at acceptable
yields, our net revenues may decline. We deperidaependent foundries to produce wafers, and inmigrg subcontractors to assemble
test finished products, at acceptable yields ardetiver 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 andodtice 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 timenner and to have these products selected sigrdato products of leading
manufacturers. New product introduction schedutessabject to the risks and uncertainties thaichihi accompany development and delivery
of complex technologies to the market place, inicigghroduct development delays and defects. Ifailetd 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 dabladjust to changing market demands as quicldlycast-effectively as necessary to
compete successfully. Furthermore, we cannot askatave 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 the¢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 delaydineelopment 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 mwols 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 memlwdrour board of directors, particularly
qualified 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

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,
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customer decisions to use our products, commoifdgyresl to as design wins, can often require uxpeed significant research and
development and sales and marketing resourceswritimy assurance of success. These significardngsand development and sales and
marketing resources often precede volume salasyifby a year or more. The value of any designwiilargely depend upon the commert
success of the customer's product. We cannot aggtreve will continue to achieve design wins attany design win will result in future
revenues. If a customer decides at the design siaige incorporate our products into its prodwst, may not have another opportunity for a
design win with respect to that product for manynths or years.

Our products must meet exacting specifications, ardktected defects and failures may occur which caase customers to return
stop buying our product©ur customers generally establish demanding spatifins for quality, performance and reliabilitpdaour 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 disgpamty 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 &mftid markets for our products. We cannot asswuaewle will be able to overcome the
marketing or technological challenges necessapgtetrate additional markets. To the extent tlanapetitor penetrates additional markets
before we do, or takes market share from us iregisting markets, our net revenues and financiatlition could be materially adversely
affected.

We do not have long-term contracts with any ofawstomers and if they fail to place, or if they oaror reschedule orders for our
products, our operating results and our businesyg sdfer.Our business is characterized by short-term custonters and shipment
schedules, and the ordering patterns of some oboge customers have been unpredictable in theapaswill likely remain unpredictable in
the future. Not only does the volume of units oedeby particular customers vary substantially fymeniod to period, but also purchase orders
received from particular customers often vary saisally from early oral estimates provided by #hasistomers for planning purposes. In
addition, customer orders can be canceled or rdsbe without significant penalty to the customarthe past, we have experienced custome
cancellations of substantial orders for reasonsibéyur control, and significant cancellations dootcur again at any time. Also, a relatively
small number of distributors, OEMs and merchantgrosupply manufacturers account for a significamtipn of our revenues. Specifically,
our top ten customers, including distributors, amted for 59% of our net revenues in the three tnoahded March 31, 2014, and in the year
ended December 31, 2013 . However, a significartiqgoof these revenues are attributable to sdlesioproducts through distributors of
electronic components. These distributors sellppaducts to a broad, diverse range of end userisiding OEMs and merchant power supply
manufacturers, which mitigates the risk of custonmrcentration to a large degree.

Audits of our tax returns and potential future chas in tax laws may increase the amount of taxesreveequired to payThe IRS is
auditing our tax returns for fiscal years 2007 tlylo 2009. If the IRS challenges any of the taxtmss we have taken and we are not
successful in defending our positions, we may bigated to pay additional taxes, as well as peesktind interest, and may also have a highe
effective income tax rate in the future. Our opierat are subject to income and transaction taxéseiftunited States and in multiple foreign
jurisdictions and to review or audit by the IRS atate, local and foreign tax authorities. In d@dditthe United States, countries in Asia
other countries where we do business have beeldeoimg changes in relevant tax, accounting anérdews, regulations and interpretations,
including changes to tax laws applicable to mutioreal companies. These potential changes couldradiy affect our effective tax rates or
result in other costs to us.

We must attract and retain qualified personneléoshiccessful and competition for qualified persbimimtense in our markeOur
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, retai anotivate qualified personnel, such as exper@ac@log design engineers and systems
applications engineers. The competition for thespleyees is intense, particularly in Silicon Vall&he loss of the services of one or more of
our engineers, executive officers or other key gamgl could harm our business. In addition, if onenore of these individuals leaves our
employ, and we are unable to quickly and efficignéiplace those individuals with qualified persdnmbo can smoothly transition into their
new roles, our business
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may suffer. We do not have long-term employmentremts with, and we do not have in place key pefi$ernsurance policies 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@heedfect 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 maag 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 cawleersely affect our resultdVe
have made, and in the future intend to make, aitiquis of other businesses, such as Concept, atidth@se acquisitions there is a risk that
integration difficulties may cause us not to reakixpected benefits. The success of the acquisitionld depend, in part, on our ability to
realize the anticipated benefits and cost saviifigey) from combining the businesses of the aagugompanies and our business, which may
take longer to realize than expected.

Changes in environmental laws and regulations mayeiase our costs related to obsolete productsaimegisting 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 systecosild 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 osrratted 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 sinessLike other U.S. companies, our business and operagisults 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 uaioéigs could also lead to delays or
cancellations of customer orders, a general deglieasorporate spending or our inability to effeety market and sell our products. Any of
these results could substantially harm our busiaadsresults of operations, causing a decreasariregenues.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
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In October 2012, our board of directors authoriteduse of $50.0 million for the repurchase of tammon stock. Repurchases are
executed according to pre-defined price/volume glinés set by the board of directors. In the figsarter of 2014, we did not purchase any
common stock under the program due to the therwoustock price levels, which exceeded the prenddfprice guidelines mentioned above.
As of March 31, 2014 , we had $29.5 million avalitefor future stock repurchases. Authorizationuifife stock repurchase programs is at the
discretion of the board of directors and will degp@m our financial condition, results of operatiocepital requirements, business conditions a
well as other factors.

ITEM 5. OTHER INFORMATION
Executive Officer Benefit Agreeme

In May 2014, Power Integrations entered into Amehaled Restated Executive Officer Benefits Agreemauith its executive officel
and chief executive officer, Balu Balakrishnan. Ehecutive Officer Benefit Agreements provide fenkefits to Power Integrations’ executive
officers under substantially the same conditiondexgribed in Power Integrations annual proxy siate as filed with the SEC on March 28,
2014. The Executive Officer Benefit Agreements wesgsed and amended to provide for the additibeakfits as described below. These
additional benefits include:

» Upon a change of control, 100% of Mr. Balakrishts then-unvested shares subject to optionsictestistock units, the
maximum number of performance stock units and tagimum number of long term performance stock unéferred to as
“PRSUSs") will vest in full prior to the consummatiof the change of control.

» For each executive officer, the maximum numierny then-unvested shares subject to performaock snits and PRSUs
will vest in full upon the consummation of the charof control.

» Mr. Balakrishnan is entitled to severance bendfithe event that he is terminated without causeearesigns for good reas
within 18 months after a change of control, inchglif Mr. Balakrishnan serves in any capacity otfn CEO of any
acquiring entity. These severance benefits incaugayment equal to the sum of two years of hisdgghnnual salary (earn
within three years of the date of his terminatiphis 200% of the maximum cash value of Mr. Baldkr&n’s annual
performance bonus for the year in which such teation occurs, plus the maximum cash value of MtaB#&shnan’s current
annual performance bonus prorated through thealdggmination based on the number of days comgblisi¢he applicable
performance period prior to termination. In additiacceleration of 100% of all his then-outstanditagk options, restricted
stock units and PRSUs and continued medical anthbeoverage under the Power Integrations' heddthspfor twenty-four
months at Power Integrations' expense.

* The Executive Officer Benefit Agreements werdtfar amended to provide that in the event of acetive officer’s
termination without cause or resignation for goeason, or of any retirement, death or disabilitproexecutive officer, in
addition to the benefits described in Power Intégng annual proxy statement as filed with the SIaQMarch 28, 2014, the
prorated portion of any outstanding PRSUs baseti@mumber of days served by the officer in thdiapble performance
period shall vest as determined by the Power |ategrs’ Board or Compensation Committee on the datetermination of
any applicable performance criteria, provided, hagvethat in the event of any change of contra@rathe executive officer's
termination of employment the prorated portiontef maximum number of shares subject to any outstgmRSUs will vest
in full.

This description of the amendments to the Poweghaitions’ Executive Officer Benefit Agreementsjiglified in its entirety by the
forms of Executive Officer Benefit Agreements filadl exhibits to this Form 10-Q.

Chief Executive Officer Compensation

On January 29, 2014, the Power Integrations’ Corsgion Committee approved the 2014 compensatiokifoBalakrishnan as
reported in the Form 8-K as filed with the SEC anuary 31, 2014. On May 1, 2014, in connection WithCompany's annual focal review
process, the Power Integrations’ Compensation Cat@enapproved the following increases to Mr. Bakdlman's compensation:

e Anincrease to Mr. Balakrishnanannual base salary to $520,(
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» Issuance of an additional 1,700 target perforcaeastock units subject to the same terms as thep&oy’s 2014 Performance

Based Incentive Plan;
* Issuance of an additional 13,900 restrictedkstotts granted under the CompasiZ007 Equity Incentive Plan; ¢

* Issuance of an additional 4,600 target PRSUgestito the same terms as the Company’s 2014 Lemm Performance
Based Incentive Plan.

ITEM 6. EXHIBITS

See the Exhibit Index immediately following thersgure page to this Quarterly Report on Form 18ch is incorporated by
reference here.
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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: May 2, 2014 By: /s/ SANDEEP N AYYAR

Sandeep Nayyar

Chief Financial Officer (Duly Authorized Officer,
Principal Financial Officer and Chief Accounting
Officer)

49




Table of Contents

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 Second Amendment to Credit Agreement, dated Ap2i0lL4, by and between Power Integrations, IncipiBank N.A. and
Wells Fargo Bank, National Association.
10.z Amendment Number One to Wafer Supply Agreemengctiffe as of January 1, 2014, between Power Iniegs
International, Ltd., and X-FAB Semiconductor FouadrAG.*
10.c Amended and Restated Chief Executive Officer Bémndigreement, dated as of May 1, 2014, between Powagrations, Inc.
and Balu Balakrishnan.
10.4 Amended and Restated Executive Officer Benefitse&grent, dated as of May 1, 2014, between Powegrhttens, Inc. and
John Tomlin.
10.t Amended and Restated Executive Officer Benefitseggrent, dated as of May 1, 2014, between Powagrhtiens, Inc. and
Cliff Walker.
10.€ Amended and Restated Executive Officer Benefitse&grent, dated as of May 1, 2014, between Powegrhttens, Inc. and
Doug Bailey.
10.7 Amended and Restated Executive Officer Benefitseggrent, dated as of May 1, 2014, between Powegrhtiens, Inc. and
Ben Sutherland.
10.¢ Amended and Restated Executive Officer Benefitse&grent, dated as of May 1, 2014, between Powegrhttens, Inc. and
Sandeep Nayyar.
10.¢ Amended and Restated Executive Officer Benefitseggrent, dated as of May 1, 2014, between Powagrhtiens, Inc. and
Wolfgang Ademmer.
10.1C Amended and Restated Executive Officer Benefitse&grent, dated as of May 1, 2014, between Powegrhttens, Inc. and
Mike Matthews.
10.11 Amended and Restated Executive Officer Benefitseggrent, dated as of May 1, 2014, between Powegrhtiens, Inc. and
Radu Barsan.
10.1:2 Compensation of Named Executive Officers (Describdtem 5.02 of our Current Report on Form 8-kedilon January 31,

2014, SEC File No. 000-23441.)

211 Certification of Chief Fxeciitive Officer niirsiiant $ection 2302 of the Sarha-Oxlev 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 LinldeaDocument

101.DEF XBRL Taxonomy Extension Definition LinkleaBocument

101.LAB  XBRL Taxonomy Extension Label Linkbase Datent

101.PRE  XBRL Taxonomy Extension Presentation LagdDocument
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All references in the table above to previouslgdidocuments or descriptions are incorporatingethioeuments and descriptions by
reference thereto.

Portions of this exhibit have been omitted parsiuto a request for confidential treatment, wigoltions were omitted and filed
separately with the Securities and Exchange Conioniss

K%k

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.
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Exhibit 10.1
Execution Versior

Second Amendment to
Credit Agreement

This Second Amendment to Credit Agreement (tAimendment”) is entered into as of April 1, 2014, am
Power Integrations, Inc., a Delaware corporatioBgrrower” ), Union Bank, N.A. (“Union Bank”), Wells Farg
Bank, National Association (Wells Fargo”) and Wells Fargo Bank, National Association, as abtriative agel
(“Agent” ).

Recitals

Whereas Borrower, Union Bank, Wells Fargo and Agegrtparty to that certain Credit Agreement, daed
July 5, 2012 (as amended prior to the date hetleef; Existing Credit Agreemeritand, as further amended from ti
to time, the “Credit Agreemeni);

Whereas the parties hereto have agreed to ceittaimges in the terms and conditions set forth inEkisting
Credit Agreement and have agreed to amend theilgiSredit Agreement to reflect such changes;

Now, therefore, for valuable consideration, theengtand sufficiency of which are hereby acknowksdigthe
parties hereto hereby agree that the Existing Cregieement shall be amended as followsyvided that nothing
contained herein shall terminate any security g, guaranties, subordinations or other documerié/or of Agent
all of which shall remain in full force and effaatless expressly amended hereby:

Section 1. Definitions. Each capitalized term used but not otherwisendefinerein has the meaning assit
to it in the Existing Credit Agreement.

Section 2. Amendment to Credit Agreemeritpon the effectiveness of this Amendment in adance witl
Section 3 hereof, the Existing Credit Agreemeiitaseby amended as follows:

(@) Section 1.1(a) of the Existing Credit Agreemertiéseby amended by deleting the date “July 5, 201
and by substituting for said date “April 1, 2017.”

Section 3. Conditions Precedent This Amendment, including, without limitation treenendments to t
Existing Credit Agreement contained herein, shaltdme effective as of the date first set forth &bikie “Effective
Date”) upon satisfaction of all of the conditions seith in this Section 3 to the satisfaction of Bank:

(@) Agent shall have received each of the followinglydexecuted and delivered by each of
applicable parties thereto:

(i) this Amendment;

(i)  the First Modification to Line of Credit Note (regiang the Line of Credit Note issued
Borrower for the benefit of Union Bank);




(i)  the First Modification to Line of Credit Note (regang the Line of Credit Note issued
Borrower for the benefit of Wells Fargo);

(iv)  such other documents as Agent may require undeotm®y Section of this Amendme
and

(b) No Default or Event of Default, shall have occureed be continuing.

(c) Borrower shall have paid all fees and expenses@warAgent, Wells Fargo or Union Bank un
the Existing Credit Agreement as of the Effectivat®) including, without limitation, all fees owingnde
Section 1.5 of the Existing Credit Agreement anasomable attorneysees expended or incurred by Ag:
Wells Fargo or Union Bank in connection with thgogation and execution of this Amendment.

Section 4. Interpretation. Except as expressly amended pursuant heretdxiséing Credit Agreement a
each of the other Loan Documents shall remain urgdh and in full force and effect and are hereliified anc
confirmed in all respects. This Amendment and tkistihg Credit Agreement shall be read togetheras documer
The Recitals hereto, including the terms definextdim, are incorporated herein by this referenckaamknowledged
Borrower to be true, correct and complete.

Section 5. Representations, Warranties and CovenanBorrower hereby remakes all representations
warranties contained in the Existing Credit Agreetrend reaffirms all covenants set forth in thedirégreement ¢
of the date of this Amendment. Borrower furthertibes that as of the date of this Amendment thensts no Defau
or Event of Default.

Section 6.  Further Assurances Borrower will make, execute, endorse, acknowledged deliver ar
agreements, documents, or instruments, and takeamadhyall other actions, as may from time to timeréasonabl
requested by Agent to effect, confirm, or furtheswae or protect and preserve the interests, rigintd remedies
Agent and Lenders under the Credit Agreement amatiier Loan Documents.

Section 7. Counterparts. This Amendment may be executed in any numbedearftical counterparts, any
of which signed by all the parties hereto shalldeemed to constitute a complete, executed oridgarall purpose:
Delivery of an executed counterpart of a signapage of this Amendment by telefacsimile transmissball be ¢
effective as delivery of a manually executed conp#d hereof.

Section 8. Governing Law. This Amendment shall be governed by and constineaccordance with tl
internal laws of the State of California.




In witness whereof, the parties hereto have catlisdAmendment to be executed as of the date viirgten
above.

BORROWER: AGENT:

WELLS FARGO BANK,

POWER INTEGRATIONS, INC. NATIONAL ASSOCIATION
By: /s/ Balu Balakrishnan By: /sl Stephen Cordani
Name: Balu Balakrishnan, Name: Stephen Cordani,
Title: CEO Title: LTM / SVP
LENDERS:

WELLS FARGO BANK,
NATIONAL ASSOCIATION

By: /sl Stephen Cordani
Name: Stephen Cordani,
Title: LTM/SVP

UNION BANK, N.A.

By: /sl Michael J. McCutchin
Name: Michael J. McCutchin,
Title:  Vice President

LETTER OF CREDIT ISSUER:

WELLS FARGO BANK,
NATIONAL ASSOCIATION

By: /sl Stephen Cordani
Name: Stephen Cordani,
Title: LTM/SVP




Execution Versio

FIRST MODIFICATION TO LINE OF CREDIT NOTE

This FIRST modification to LINE OF CREDIT NOTE (thi Modification”) is entered into as of April 1, 2014, by .
between POWER INTEGRATIONS, INC., a Delaware coapion (“Borrower”), and Wells Fargo Bank, National Association (
Wells Farga’).

RECITALS

WHEREAS, Borrower is currently indebted to Wellsrdg@ pursuant to the terms and conditions of (i} teatain Cred
Agreement, dated as of July 5, 2012 (as amendst@dtee, modified and/or otherwise supplemented fioma to time, the ‘Credit
Agreemen”), by and among Borrower, Union Bank, N.A., Wells Fargach other financial institution listed on Salledl theret
(collectively, including Wells Fargo in its capacas a lender thereunderL&nders’), and Wells Fargo, as administrative a
for the Lenders (in such capacityAfent”), and (ii) that certain Line of Credit Note indloriginal principal amount of Sixtfive
Million Dollars ($65,000,00.00), executed by Borewvand payable to the order of Wells Fargo, as eerdhted as of July 5, 2C
(as amended, restated, modified and/or otherwigplemented from time to time, thote” ).

WHEREAS, Borrower and Wells Fargo, as Lender, reyeed to certain changes in the terms and conditiet forth i
the Note, and have agreed to modify the Note fect$aid changes.

NOW, THEREFORE, for valuable consideration, thesipttand sufficiency of which are hereby acknowksdighe partie
hereto agree that the Note shall be modified devist

1. The maturity date of the Note is hereby modifietb¢écApril 1, 2017.

2. Except as expressly set forth herein, all terms @ntlitions of the Note remain in full force andeet, withou
waiver or modification. All terms defined in the tdéoor the Credit Agreement shall have the same imgamhen used in th
Modification. This Modification and the Note shb# read together, as one document.

3. Borrower certifies that as of the date of this Midition, and after giving effect to this Modifidam, there exists r
Event of Default under the Note or the Credit Agneat, nor any condition, act or event which witk tfiving of notice or tr
passage of time or both would constitute any suanEof Default.

IN WITNESS WHEREOF, the parties hereto have caubedModification to be executed as of the day gadr firs
written above.

POWER INTEGRATIONS, INC. WELLS FARGO BANK
NATIONAL ASSOCIATION

By: /s/ Balu Balakrishnan By:  /s/ Stephen Cordani
Name: Balu Balakrishnan, Name: Stephen Cordani,
Title: CEO Title: LTM/SVP
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FIRST MODIFICATION TO LINE OF CREDIT NOTE

This FIRST modification to LINE OF CREDIT NOTE (thi Modification”) is entered into as of April 1, 2014, by .
between POWER INTEGRATIONS, INC., a Delaware coapion (“Borrower”), and UNION BANK, N.A. (“Union”).

RECITALS

WHEREAS, Borrower is currently indebted to Unionrguant to the terms and conditions of (i) that aartCredi
Agreement, dated as of July 5, 2012 (as amendst@dtee, modified and/or otherwise supplemented fioma to time, the ‘Credit
Agreemen”), by and among Borrower, Union, Wells Fargo BaNlagtional Association (Wells Fargo”), each other financi
institution listed on Schedule 1 thereto (colleelyy including Union and Wells Fargo in their resipee capacities as a len
thereunder, Lenders’), and Wells Fargo, as administrative agent far ltlenders (in such capacityAgent”), and (ii) that certai
Line of Credit Note in the original principal amdusf Thirty—Five Million Dollars ($35,000,00.00), executed bgprBower an
payable to the order of Union, as Lender, datedfasily 5, 2012 (as amended, restated, modifiedoaradherwise supplement
from time to time, théNote” ).

WHEREAS, Borrower and Union, as Lender, have agteeckrtain changes in the terms and conditiongastt in the
Note, and have agreed to modify the Note to reflai change:

NOW, THEREFORE, for valuable consideration, thesipttand sufficiency of which are hereby acknowksdighe partie
hereto agree that the Note shall be modified devist

1. The maturity date of the Note is hereby modifietb¢écApril 1, 2017.

2. Except as expressly set forth herein, all terms @ntlitions of the Note remain in full force andeet, withou
waiver or modification. All terms defined in the tdéoor the Credit Agreement shall have the same imgamhen used in th
Modification. This Modification and the Note shb# read together, as one document.

3. Borrower certifies that as of the date of this Midition, and after giving effect to this Modifidam, there exists r
Event of Default under the Note or the Credit Agneat, nor any condition, act or event which witk tfiving of notice or tr
passage of time or both would constitute any suanEof Default.

IN WITNESS WHEREOF, the parties hereto have caubedModification to be executed as of the day gadr firs
written above.

POWER INTEGRATIONS, INC. UNION BANK, N.A.
By: /s/ Balu Balakrishnan By:  /s/ Michael J. McCutchin
Name: Balu Balakrishnan, Name: Michael J. McCutchin,

Title: CEO Title: Vice President



EXHIBIT 10.2
AMENDMENT NUMBER ONE
TO
WAFER SUPPLY AGREEMENT

This Amendment Number One to Wafer Supply Agreenttr@ “Amendment”) effective as of January 1, 2014 (
“Amendment Effective Date”), amends the Wafer Sypbyjreement effective October 1, 2010 (the “Agreetijeby
and between:

(1) Power Integrations International, Ltd., a Caynislands corporation having its principal plate o
business at 4th Floor, Century Yard, Cricket Squialgin Avenue, P.O. Box 32322, Grand Cayman
KY1-1209 (“POWER INTEGRATIONS"); and

(2) X-FAB Semiconductor Foundries AG having itspipal place of business at Haarbergstrasse @109
Erfurt, Germany (“COMPANY” or “SUPPLIER”).

RECITALS

WHEREAS , pursuant to the terms of the Agreement, Powezghations grants to SUPPLIER license
certain of Power Integrationsitellectual property for the sole purpose of Polmeegrations acquiring from SUPPLII
the fabrication and supply of wafers of certain poWC products; and

WHEREAS , Power Integrations and COMPANY desire to amemthaeterms of the Agreement; and

WHEREAS , in accordance with Section 18.10 of the Agreeminat Agreement may be amended only b
instrument in writing duly executed by an authadizepresentative of COMPANY and POWER INTEGRATIONS.

NOW, THEREFORE , in consideration of the mutual promises contaiheckin and other good and valuz
consideration, the receipt and sufficiency of whiglmereby acknowledged, the parties hereby amendgreement :
follows:

AGREEMENT

1. Unless otherwise provided herein, all capitadizerms as used in this Amendment shall haveaime sneanings
defined in the Agreement.

2. A new Section 10.4 and Section 10.5 are adol¢liet Agreement as follows:

10.4 Subject to X=AB [*] receipt of the prior written approval of Rér the specific SG Equipment to be purch:i
and final pricing, P1 will pay X-AB [*] the SG Equipment Cost on or before a datéually agreed upon by t
parties. XFAB [*] will pay PI back for the SG Equipment Castthe form of [*] discounts per [*] after the |
until X-FAB [*] delivers and PI accepts [*] WAFERS (the J*i.e., [*] = the SG Equipment Cost). The par
estimate the SG Equipment Cost will be roughly THe [*] means [*].

1
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10.5 If this Agreement is terminated in accordandth Article 13 (“Term and Termination”) before KAB [*]
delivers and PI accepts the [*], X-FAB [*] shalt,-FAB [*] election, either immediately:

(1) pay PI the following amount: (a) The differerafe(i) the [*] minus (ii) the number of [*] WAFER&ccepte
by Pl under this Agreement after the [*], times [1}) For example, but without limitation, if Pl kaaccepted [’
WAFERS between the [*] and the termination datentX-FAB [*] shall pay PI [*]; or

(2) transfer all right title and interest in the &guipment to Pl and deliver the SG Equipment tocatior
specified by PI.

If this Agreement expires before X-FAB [*] delivessd Pl accepts the [*], XAB [*] will have no obligation t
pay Pl any funds under this Section 10.5, provithedquantity of [¥*] WAFERS delivered by RAB [*] was no
materially adversely affected by X-FAB [*] qualitgroduction, or delivery problems.

3. Section 13.1 of the Agreement is deleted ientsrety and replaced with the following:

13.1. This Agreement shall continue in full force andeetffrom the Effective Date until [*], unless earliterminate
as provided herein (“Term”).

4. Section 18.16 of the Agreement is deletedsieittirety and replaced with the following:

18.16. _XFAB [*] - [*] Wafers. X-FAB [*] shall use its best efforte qualify PI's process and supply [*] inch [*] a
[*] WAFERS from X-FAB [*] facility as soon as pracable after the Effective Date. Pl will pay ¥AB [*] a
fee of [*] for X-FAB [*] research and development efforts to trangied qualify [*] and [*] WAFERS process
at X-FAB [*]. Provided XFAB [*] continues to use its best efforts to trarshnd qualify such processes, PI
make such payment in accordance with the folloveiclgedule at the beginning of each year: [*].

5. The following new Atrticle 19 is added to therAgment:

Article 19. (SG Manufacturing Equipment)

19.1 X¥FAB [*] will purchase and install at its own coss &oon as mutually agreed in [*] a [*] Tool, a
Measurement System, and an [*].P&B [*] will also purchase and subject to the prwritten approval of P
(1) the following manufacturing equipment, which (8) a [*] Tool specific to the [*], (b) a [*] Tdp (c)
Specialized Test Equipment, (d) a [*] Tool, (e}RTool, and (f) a [*] Tool ((a) through (f) colldively the “SC
Equipment”); (2) installation of the SG Equipmeatid (3) fitting for the SG Equipment. XAB [*] will be
responsible for [*¥]. Subject to RI’prior written approval of the specific SG Equiprhenanufacturers, moc
numbers, and purchase price (the “SG Equipment”Castl Sections 10.4 and 10.5, PI will reimbursé-XB
[*] for the SG Equipment Cost.

19.2 XFAB [*] will [*] the SG Equipment and, except astderth above, will be responsible for full instion
connection to existing equipment, testing and daation of the SG Equipment at KAB [*] facility.
Qualification will be in accordance with a qualdtton plan

2
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mutually agreed upon in writing betweenPAB [*] and PI. Qualification shall not be complaiatil the date F
reasonably agrees in writing that the foregoindifjcation plan has been met.

19.3 X-FAB [*] shall keep the SG Equipment in ogamg condition and available for VOLUME PRODUCTION
during the Term of this Agreement. X-FAB [*] shak responsible for the maintenance and operatitimec$G
Equipment as long as wafers are produced for RF&AB [*] facility. X-FAB [*] will pay for all repairs of the
SG Equipment. Any repairs should be completedaswoaable time provided, however, that if a repamot be
completed within ten (10) calendar days from digegwf the need for such repair, then X-FAB [*] Blogve
immediate written notice to Pl describing (1) tmelggem preventing repair in such ten (10) day mkrand (2) a
firm schedule for completing the repair.

19.4 XFAB [*] shall not modify the SG Equipment withoutet prior written approval of Pl. For modificatic
initiated by X-FAB [*], X-FAB [*] will pay for any modifications of the SG kégpment. Pl shall determi
whether the approved modification requires re-dpcalion of the SG Equipment. X-FAB [*] agrees te-r
qualify the SG Equipment if so determined in aceoke with a mutually agredd; written qualification pla
Such re-qualification will be at XAB [*] expense. For SG Equipment modificationsuested by PI, Pl w
pay for the cost of the modifications and re-quedifion.

19.5 Without PI's prior written consent, KAB [*] shall not (a) move or relocate the SG Equgnt, (b) lend ¢
transfer it to any third party, or (c) encumber 8@ Equipment with any lien or other security it excej
for the terms and conditions of any grant by th8.ldlovernment.

19.6 The SG Equipment will be used for manufacturing VEARS for PI, and for Pl research and develop
activities. The SG Equipment will not be used toe benefit of competitors of PI. KAB [*] will obtain prior
written consent of PI for the use of the [*] Took fnoncompetitive third parties and such consent will be
unreasonably withheld. Subject to the foregoing Sedtion 19.10, the operation of the [*] Tool faryaothe
use, including the use of the [*] Tool for [*], germitted as long as delivery and FOUNDRY CAPAC
commitments by X-FAB [*] to Pl are met.

19.7 X+FAB [*] will maintain, at its sole cost and expendke same types and amounts of insurance for @
Equipment as X-FAB [*] maintains for its other slari equipment at X~AB [*] facility. A Certificate of
Insurance indicating such coverage shall be ded/éo Pl upon request. The Certificate shall ingic¢aat th
policy will not be changed or terminated withoutedst thirty (30) daysprior notice to PI, shall name PI as
additional named insured and shall also indicaaéttie insurer has waived its subrogation rightsresg PI.

19.8 XFAB [*] hereby grants a security interest in the &guipment furnished hereunder and the proc
therefrom, to secure full re-payment of the SG pmqent Cost to Pl in accordance with this AgreemgrtAB
[*] agrees to execute any financing statementstoeradocuments Pl requests to protect its secimtigyest.

19.9 The requirements of Sections 19198 will expire upon [*] the date that [*] and [the [*] or upon the da
that [*] the [*] set forth in Section 10.5.
3
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19.10 Prior to [*], X-FAB [*] shall not [*] or [*] from X-FAB [*] facility to any third party for [*] of thesame activ
material system as the [*] for so long as X-FAB §g]required under this Agreement to (a) [*] of[*] or (b)
[*]. Subject to 19.6, X-FAB [*] will promptly [*] d the [*] of [*] prior to [*] for such [*] from X-FAB [*]
facility. X-FAB [*] may submit requests to Pl from time to tirfee exceptions to the foregoing restriction an
may grant or deny such requests in its sole andlatesdiscretion. Prior to [*], PI will not [*] a*] with a [*] to
[*] of the same active material system as the pfhvided X+AB [*] at all times during such period satisfie$,
qualifies and supplies [*] in the timeline mutuallgreed upon by the Parties, and satisfies thio{4}].

6. Exhibit B of the Agreement is hereby amendethttude the additional language set forth in Extis 1 attache
hereto.

7. Notwithstanding anything to the contrary in INSA, the parties acknowledge and agree that \egpect to all
INTELLECTUAL PROPERTY related to P4'[*], the scope of the license rights granted tHP8LIER in Section 4
the WSA are granted solely to X-FAB [*], and nofth

8. Effective as of the Amendment Effective Dat#, raferences in the Agreement to the “Agreement™this
Agreement’shall mean the Agreement as amended by this AmeamidiBecept as expressly amended herein, the
of the Agreement continue unchanged and shall remdull force and effect. This Amendment may eaited in on
or more counterparts, each of which shall be camsil an original, but all of which counterparts eitbggr sha
constitute one and the same instrument.

IN WITNESS WHEREOF , the parties have caused this Amendment to beutegdy their duly authoriz
representatives, effective as of the Amendmentciffe Date.

4

[*] = Certain confidential information contained this document, marked by brackets, has been aivatid filed separately with the Securities
and Exchange Commission pursuant to Rule 24b-BeoSecurities Exchange Act of 1934, as amended.




X-FAB Semiconductor Foundries AG Power Integrations International, Ltd.

By: /s/ Lloyd Whetzel By: /s/ John L. Tomlin
Name:_Lloyd Whetzel Name: John L. Tomlin
Title: CEO, XFAB [*] Title: President
Date: 2/19/2014 Date: 2/19/2014
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[*] = Certain confidential information contained this document, marked by brackets, has been atritid filed separately with the Securities
and Exchange Commission pursuant to Rule 24b-BeoSecurities Exchange Act of 1934, as amended.




Exhibit B-1

PRICES for XFAB [*] [*] WAFERS

[*] WAFERS
Wafer Price through [*] [*]/wafer

Pricing for [*] and forward will be negotiated arally with a mutual understanding that both partig collaborate t
[*]. Both parties understand that [*] and that X-BA*] and PI will work together to [*].

[*] WAFER
[*] WAFER pricing will be [*] upon completion of té qualification of the technology.
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[*] = Certain confidential information contained this document, marked by brackets, has been aivatid filed separately with the Securities
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EXHIBIT 10.3

POWER INTEGRATIONS, INC.
AMENDED AND RESTATED CHIEF EXECUTIVE OFFICER BENEFI TS
AGREEMENT

This Amended and Restated Chief Executive Officer @nefits Agreement(the“Agreement”) is made and entered into as of Ma
2014 (the'Effective Date” ), by and betweeRower Integrations, Inc., a Delaware corporation, (theCompany”) and Balu Balakrishnan (*
Executive”).

Recitals

A. Executive is an executive officer of the Camp and possesses valuable knowledge of the Comjtarusiness and operatic
and the markets in which the Company competes.

B. The Company draws upon the knowledge, expeei@nd advice of Executive in order to managkutiness for the benefit of 1
Company’s stockholders.

C. The Board of Directors desires to supplenkemcutives employment arrangements so as to provide additmmpensation ai
benefits to the Executive to encourage Executiveatatinue to devote his attention and dedicatioth®do Company and to create additic
incentives to continue his employment with the Camp

D. The Company and Executive previously enténéol an Amended and Restated Executive OfficerdiemAgreement by ai
between the Company and Executive, dated Junel3, @0e“Prior Agreement” ).

E. The Company and Executive have agreed to dimed restate the Prior Agreement in its entirstget forth herein.

Agreement

Therefore, in consideration of the mutual agreements, covanant considerations contained herein, the underdifpereby agr
and acknowledge as follows:

1. The Prior Agreement is hereby amended andteskta its entirety and the parties hereby agretheaerms hereof, including 1
terms set forth on Exhibit A hereto.

2. For the purposes of this Agreement th®ggtion Effective Date” shall mean the Effective Date unless this Agreenerr
amendment to an earlier agreement in which casé@pion Effective Dat€' shall mean April 26, 2002.

3. This Agreement may only be modified or ameniga supplemental written agreement signed by Bikerand the Company.

* k k% %




In Witness Whereof, the undersigned have executed tAimended and Restated Chief Executive Officer Bendééi Agreement
intending to be legally bound as of the Effectivat®

COMPANY: Power Integrations, Inc.
By: /s/ Sandeep Nayyar
Name: Sandeep Nayyar
Title: Chief Financial Officer

EXECUTIVE: /s/ Balu Balakrishnan
Balu Balakrishnan

Address for Notice: Executive’s home addras
reflected in the records of the Company




EXHIBIT A

TERMS OF AMENDED AND RESTATED
CHIEF EXECUTIVE OFFICER BENEFITS AGREEMENT

1. Position and DutiesExecutive shall continue to be anvatl employee of the Company employed in his/herrent position ¢
his/her then current salary rate. Executive sHah &e entitled to continue to participate in aoddceive benefits on the same basis as
executive or senior staff members under any ofbmpanys employee benefit plans as in effect from timértee. In addition, Executive sh
be entitled to the benefits afforded to other erppés similarly situated under the Compangimployment policies. Executive agrees to de
the business time, energy and skill necessary éow® his/her duties at the Company. These dutial isclude, but not be limited to, 8
duties consistent with his/her position which mayassigned to Executive from time to time.

2. Acceleration of Vesting of Stock Awards Upom Change of Control. In the event of a Change of Control, and provittex
Executive’s employment with the Company has nohieated prior to such date, Executive shall betledtito the following benefits:

(a) All Retention Stock Awards granted by the Compamyhie Executive prior to the Change of Control khate
their vesting accelerated such that 100% of the thvevested shares subject to each Retention StedkrdAwill be deemed vested ¢
exercisable or issuable as of the consummatioheCthange of Control. The shares vesting pursuatitis Section 2(a) will be exercisal
issued or converted and paid in accordance witti®ec2(c) and 20(a).

(b) All Performance Stock Awards granted by the Comptnthe Executive prior to the Change of Contralt
have their vesting accelerated immediately priocadnsummation of such Change of Control so tha?d 00 the then unvested shares wil
deemed vested at the applicable maximum achieRdriormance Level . The shares vesting pursuathigdSection 2(b) will be exercisak
issued or converted and paid in accordance witti®@ec2(c) and 20(a).

(c) In the event of a Change of Control, the Compangiettakes to facilitate Executive'receipt of any of tt
benefits set forth in this Agreement by providingtten notice to Executive, at least ten (10) dimyadvance of the closing of such transac
which (i) indicates the anticipated timing and mi@leeconomic terms of the anticipated transactod (ii) references the Executigefights
under this Agreement. The Company shall also peagpropriate Stock Award exercise forms and iotns to assist Executive
exercising his or her rights to acquire securitiethe Company on or prior to the consummatiorhef€hange of Control. Executive is stror
encouraged to consult with his or her tax and foradvisor prior to electing to exercise any optpursuant to this Agreement.

3. Termination Upon Change of Control.

(a) Severance Benefitsin the event of the ExecutiveTermination Upon Change of Control, Executiveldha entitled ti
the following separation benefits:

(@ Salary and Accrued Benefits. All salary and accrued but unused vacatiomeghthrough the date
Executive’s termination.

(i) Annual Performance Bonus.Payment of a Prorated Portion of the cash valuExafcutives Annua
Performance Bonus measured as of the date of tatiminfor the year in which such termination occurs

(iii) Expenses. Within fourteen (14) days of submission of p#p expense reports by the Execu
reimbursement by the Company for all expenses reddp and necessarily incurred by the Executivednnection with the business of
Company prior to his termination of employment.

(iv) Severance Payment

(1) Payment of an amount equal to two (2) years of &txee's Highest Annual Salary from {
Company and 200% of the cash value of Executiv@inual Performance Bonus measured as of the alagermination at the applicat
maximum achievable Performance Level as in effecbfathe date of such termination to be paid imrad sum on the sixtieth (60) day
following such termination as provided in Sectiagh 1




(v) Stock Awards.

(1) The ability to exercise any and all outstandingteg@®ptions granted after the Option Effec
Date (and any vested options granted prior to thgo@ Effective Date but only to the extent thatlsiextension of exercisability would |
require the Company to incur a compensation exptndinancial statement purposes) for twelve (®)nths from the date of terminatior
employment.

(2 The vesting of all Stock Awards (to the extent s&thck Award does not also constitut
portion of Executives Annual Performance Bonus) granted by the Companthe Executive and outstanding immediately ptmrsucl
Termination Upon Change of Control shall have thweisting accelerated, such that 100% of the themsiad shares subject to such S
Award will be deemed vested and exercisable akeoflate of termination of employment. Any sharesting pursuant to this Section 3(a)(v
subject to a Performance Stock Award shall vesitatapplicable maximum achievable Performance Lé&us shares vesting pursuant to
Section 3(a)(v)(2) will be issued in accordancenvidection 20(a).

(b) Benefits Continuation.

(i) Inthe event of Executive Termination Upon Change of Control, Executivellgha entitled to elect continu
medical and dental insurance coverage in accordaithehe applicable provisions of the Consolida@uinibus Budget Reconciliation Act
1985, as amended, (“COBRA”) and the Company slallqguch COBRA premiums for twentgur (24) months from the date of terminatiol
employment. Notwithstanding the above, in the e¥ex#cutive becomes eligible to be covered undethemeemployers group health ple
(other than a plan which imposes a preexisting itimmdexclusion unless the preexisting conditiorlagion does not apply) during the pel
provided for herein, the Company shall cease paywfghe COBRA premiums; and

(i)  Executive shall receive the benefits, if anyder the Compang’401(k) Plan and other Company benefit ¢
to which he may be entitled pursuant to the terfrioh plans.

4. Termination of Employment.

(a) Severance Benefits In the event of the ExecutiwTermination of Employment, Executive shall beitlad to al
separation benefits provided in Section 3(a)(ipélary and Accrued Benefits’), Section 3(a)(ii) (“Annual Performance Bonus”) and 3(a)
(iii) (* Expenses’) above. In addition, Executive shall be entittedwelve (12) months of ExecutiweHighest Annual Salary and 100% of
cash value of Executive’Annual Performance Bonus at the applicable maxiraghievable Performance Level as in effect ahefdate ¢
such termination, all less applicable withholdipgid in a lump sum within sixty (60) days of suemtination as provided in Section 14.

(b) Performance Stock Awards

(i) A Prorated Portion of all shares subject tdd?erance Stock Awards granted to the ExecutivehgyGompan
and outstanding prior to such Termination of Empient with a performance period greater than oney€bBy and granted other thar
connection with Executive’ Annual Performance Bonus shall vest at such Resfioce Level as determined by the Board of Directm
Compensation Committee on the date of such detetiom

(i)  Immediately prior to the consummation of anya@fe of Control to occur after Executigelermination ¢
Employment, a Prorated Portion of Executs/eutstanding Performance Stock Awards with a perdmce period greater than one (1) yeal
granted other than in connection with Execusv&nnual Performance Bonus will be deemed vestatieaipplicable maximum achieva
Performance Level. The shares vesting pursuarttisoSection 4(b)(ii) will be exercisable, issuedconverted and paid in accordance 1
Sections 2(c) and 20(a).

(c) Acceleration of Vesting of Stock AwardsAll Retention Stock Awards granted by the Companyhie Executive pric
to the termination shall have their vesting aceatt such that 50% of the then unvested sharesbwiieemed vested and exercisab
issuable immediately prior to Executigeglermination. The shares vesting pursuant toSkigion 4(c) will be exercisable, issued or corea
and paid in accordance with Sections 2(c) and 2Eagept as otherwise provided in the applicablarawagreement, the portion of :
unvested Retention Stock Award that does not vased on this Section 4(c) will be forfeited by Extaee and will be of no further force
effect.

(d) Benefits Continuation.




0] In the event of Executive’ Termination of Employment, Executive shall beitktt to elect continue
medical and dental insurance coverage in accordatitbethe applicable provisions of COBRA and then@any shall pay such COBF
premiums for twelve (12) months from the date ofrii@ation of Employment. Notwithstanding the aboirethe event Executive becon
eligible to be covered under another emplay@roup health plan (other than a plan which impa@spreexisting condition exclusion unless
preexisting condition exclusion does not apply)imniyrthe period provided for herein, the Companyllsbease payment of the COBI
premiums; and

(i) Executive shall receive the benefits, if any, uritierCompanys 401(k) Plan and other Company bel
plans to which he may be entitled pursuant to ¢hes of such plans.

5. Retirement Benefits

(& In order to be eligible for the Retirement Bitsedescribed in Section 5(b) below, the Executivest meet both of tl
following criteria:

(i) At the time of Executive’termination of employment with the Company (oftiian in circumstances in wh
such termination (i) constitutes a termination withuse or (i) does not qualify as a SeparatiomfBervice), the Executive has (1) achie
the age of 50 and served the Company for at I&agears; or (2) achieved the age of 55 and sehe@bmpany for at least 10 years; provi
however, if such termination of employment also stitntes a Termination of Employment or a TermimatiUpon Change of Contr
Executive must elect within thirty (30) days of Buermination to receive either the benefits prediéh Section 3 or Section 4, as applicabl
the benefits provided in this Section 5; and

(i) At any time during which the Executive is reteg Retirement Benefits, the Executive shall nb} pe
employed or on contract full time by a third pafgxcluding a norprofit organization described in Section 501(cY§8)he Code) or (2) enga
in Competition. If the Executive engages in eitfigror (2), then all Retirement Benefits shall tarate immediately and permanently.

(b) If both conditions in Sections 5(a)(i) and %iiabove are satisfied, the Executive shall bétled, subject to Sectic
14, to receive the following Retirement Benefits”

(i) Option Exercisability. The ability to exercise any and all options grardéeér the Option Effective Date (e
any options granted prior to the Option Effectivat®but only to the extent that such extensiorxefasability would not require the Comp:
to incur a compensation expense for financial siatd purposes) to the extent such options are dremteof the date of termination
employment for the earlier of: (i) the term of thy@ion, or (ii) the termination of the option inratection with any Change of Control;

(i) Performance Stock Awards.The benefits provided under Section 4(bPérformance Stock Awards’); and

(i) Medical and Dental Coverage. The Company shall pay the Executvehedical and dental premiums u
the Executive achieves the age of Medicare eliggbiand additionally, if the Executive’medical and dental coverage on the da
termination included the Executiwedependents, the premiums of such dependentsthumtitxecutive achieves the age of Medicare elityil
as follows:

(A) COBRA Continuation Coverage. Upon the termination of Executiveactive employment with t
Company, Executive shall be entitled to elect cargd medical and dental insurance coverage in daooe with the applicable provisions
COBRA and the Company shall pay such COBRA premiums

(B) Coverage After COBRA & Prior to Medicare Eligibility . In the event the Executive is not eligi
for Medicare coverage at the end of his maximumiegipe COBRA coverage period, then, the Execusikall identify and locate either
both an individual conversion policy through theurer providing insurance coverage in connectiah thie Company sponsored medical
dental plans available to active employees (ti@otversion Policy’), and/or a supplemental individual policy or an indual policy on th
open market (the Individual Policy ") to be effective upon the termination of his COBR#tinuation coverage so that, when the covel
for Executive provided by the Conversion Policy /andhe Individual Policy are combined, such coges provide substantially simi
medical and dental benefits in the aggregate aetpmovided under the medical and dental planssswed by the Company at such time, «
any time after the termination of Executive’'s enyphent, for active employees (theComparable Coveragé). The Company shall |
responsible for the payment of any Conversion Roficemiums and/or Individual Policy premiums foetiComparable Coverage wh
payment shall not exceed the cost of premiums fetioal and dental coverage for then active empkyi&xecutive is at such time
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eligible to participate under the Company Plansdtxive will be entitled to so participate.

(C) Coverage After COBRA & Upon Medicare Eligibility . In the event the Executive is eligible
Medicare coverage at the end of his maximum appkc€OBRA coverage period, the Executive may idgrtéind locate a Medica
supplemental policy, which may include, to the akfgermitted, the medical and dental plans spoxsbyehe Company at such time for ac
employees (the “Company Plansthat, when combined with the coverage provided Bdidare, provides Comparable Coverage. If Exec
is at such time eligible to participate under th@m@any Plans, Executive will be entitled to so ipgrate; provided that Executive shall
solely responsible for the payment of any Medigaremiums and/or Medical supplemental policy prensuior the Comparable Cover:
(including, if applicable, any premiums under thengpany Plans).

(D) Taxes, Coverage The Executive shall be responsible for any takes may be attributable to
result from the payments made by the Company inrdemce with this Section 5(b)(iii) or receipt oédical and dental benefits attributabl
or result from such payments. Notwithstanding S®&ch(b)(iii)(A) or (B), in the event Executive beues eligible to be covered under anc
employers group health plan (other than a plan which impas@reexisting condition exclusion to the extesringssible by law, unless t
preexisting condition exclusion does not apply)imiyithe period provided for herein, the Companylistease payment of any premiums.
Company will use commercially reasonable effortptovide that Executive will continue to be eligilbior coverage as provided under
Section 5(b)(iii) under the Company Plans, unlé&s Board of Directors or Compensation Committeerenes that such coverage wc
create an undue burden on the Company.

6. Termination of Employment due to Death or Pananent Disability .

(& Inthe event of (i) the Executieeteath during his employment with the Companytaed=xecutive having satisfied
criteria provided at Section 5(a)(i) as of or priorthe date of his death or (ii) the Executsvefeath during the period while Executive
receiving Retirement Benefits as a result of coamle with the criteria provided at Section 5(ayfi)d 5(a)(ii), (1) the Executive’lega
representative or any person empowered to act®hdtialf under his will or under the then appliedaws of descent and distribution shal
entitled to the benefits pursuant to Section 5)Ifj(Dption Exercisability ) and Section 5(b)(ii) (Performance Stock Awards”) and (2) th
Executive’s dependents, to the extent applicaltiall ¥e entitled to the benefits pursuant to Sec¢b)(iii)(A)-(D) (* Medical and Denta
Coverage”) for that period of time until the Executive walithave achieved the age of Medicare eligibilitthé# Executive had lived.

(b) In the event of the ExecutigePermanent Disability during his employment witke tCompany and the Execul
having satisfied the criteria provided at Sectign)6), the Executive, and to the extent applicabis dependents, shall be entitled to
benefits provided in Section 5(b)(i) Option Exercisability” ), Section 5(b)(ii) (“Performance Stock Awards”) and 5(b)(iii)(A)-(D) (*
Medical and Dental Coverage”).

7. Payment of Taxes All payments made to Executive under this Agreetrehall be subject to all applicable federal atate
income, employment and payroll taxes, includingxathholding taxes.

8. Parachute Payment Executive is strongly encouraged to review thiéofang provision and consult with his or her tamd
financial advisor concerning the application of grgrsonal tax consequences related to any payrpemigled for under this Agreement ¢
the following provision. In the event that any bétpayments and benefits provided for in this Agreet or otherwise payable to the Exect
(a “ 280G Payment) would (i) constitute a “parachute paymenmtithin the meaning of Section 280G of the Code, @indbut for this sentenc
be subject to the excise tax imposed by Sectio® 49%he Code (the Excise Tax"), then any such 280G Payment pursuant to this Agret
(a “ Payment’) shall be equal to the Reduced Amount. THeetluced Amount shall be either (i) the largest portion of the Payptrthat woul
result in no portion of the Payment (after reduttibeing subject to the Excise Tax or (ii) the &sigportion, up to and including the total, of
Payment, whichever amount (i.e., the amount detexchby clause (i) or by clause (ii)), after takintp account all applicable federal, state
local employment taxes, income taxes, and the Ex€ex (all computed at the highest applicable nmalgiate), results in the receipt
Executive, on an afteax basis, of the greater economic benefit notwdiiding that all or some portion of the Payment maysubject to tt
Excise Tax. If a reduction in a Payment is requpadsuant to the preceding sentence and the Redunednt is determined pursuant to cle
(x) of the preceding sentence, the reduction siwalir in the manner (theReduction Method) that results in the greatest economic benef
Executive. If more than one method of reductiorl vabult in the same economic benefit, the itemsesiniced will be reduced pro rata (the
Pro Rata Reduction Metho™). Notwithstanding the foregoing, if the Reduction Wed or the Pro Rata Reduction Method would resu#ny
portion of the Payment being subject to taxes mnsto Section 409A that would not otherwise beextiio taxes pursuant to Section 4C
then the Reduction Method and/or the Pro Rata ReduMethod, as the case may be, shall be modgeds to avoid the imposition of ta
pursuant to Section 409A as follows: (A) as a fmsority, the modification shall preserve to theatest extent possible, the greatest
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economic benefit for Executive as determined oaféertax basis; (B) as a second priority, Paymentsahatcontingent on future events (¢
being terminated without cause), shall be reduceclfminated) before Payments that are not costih@n future events; and (C) as a t
priority, Payments that are “deferred compensatigithin the meaning of Section 409A shall be redu@@adeliminated) before Payments 1
are not deferred compensation within the meanin&exdtion 409A. Unless the Company and the Execuilierwise agree in writing, a
determination required under this Section 8 shallnade in writing by independent public accountappointed by the Company ¢
reasonably acceptable to the Executive (tecountants”), whose determination shall be conclusive and bindipgn the Executive and 1
Company for all purposes. The Company shall bdaroaks the Accountants may reasonably incur imeotion with such determination, ¢
the Company and the Executive shall furnish toAbeountants such information and documents as ttewéntants may reasonably reque
order to make a determination under this Section 8.

9. Exclusive Remedy The payments and benefits provided for in SecBipBection 4, Section 5 or Section 15 shall ctutstithe
Executives sole and exclusive remedy for any alleged inpryother damages arising out of the cessation efetimployment relationst
between the Executive and the Company. The paéeeto agree that irreparable damage would occanyf of the provisions of tt
Agreement were not performed in accordance witbdtspecific terms or were otherwise breached.dt@®rdingly agreed that the parties ¢
be entitled to enforce specifically the terms armaljsions hereof, this being in addition to anyesthemedy to which they are entitled at lax

in equity.

10. Proprietary and Confidential Information . The Executive agrees to continue to abide byté¢hes and conditions of a
Company’s confidentiality and/or proprietary riglagreement between the Executive and the Company.

11. Arbitration . Any claim, dispute or controversy arising outlif Agreement, the interpretation, validity or @mability of thi:
Agreement or the alleged breach thereof shall bengted by the parties to binding arbitration by #hmerican Arbitration Association in £
Jose, California or elsewhere by mutual agreemBme selection of the arbitrator and the arbitratppncedure shall be governed by
Commercial Arbitration Rules of the American Arhtibn Association. All costs and expenses of abin or litigation, including but n
limited to reasonable attorneys fees and othersa@stsonably incurred by the Executive, shall bd pg the Company. Judgment may
entered on the award of the arbitration in any thaving jurisdiction.

12. Interpretation . Executive and the Company agree that this Agreestall be interpreted in accordance with and goee b
the laws of the State of California, without regezduch state’s conflict of laws rules.

13. Conflict in Benefits. This Agreement shall supersede all prior arrareyes) whether written or oral, and understanc
regarding the subject matter of this Agreement.tii®@ extent Executive is entitled to severance derotbenefits upon termination
employment under this Agreement and any other aggat including any change in control agreemengregt into by the Company and
Executive, entered into prior to the Effective Datee benefits payable under this Agreement shglessede and replace any other :
agreement. However, this Agreement is not intertdeaihd shall not affect, limit or terminate (i) aplans, programs, or arrangements o
Company that are regularly made available to aifstgmt number of employees of the Company, (i @ompanys equity incentive plans, (i
any agreement or arrangement with the Executiviehis been reduced to writing and which does rata¢o the subject matter hereof, or
any agreements or arrangements hereafter entdoelyirthe parties in writing, except as otherwispressly provided herein.

14. Release of ClaimsExecutive shall receive the severance benefitt@Retirement Benefits pursuant to this Agreenoeity if
Executive executes and returns to the Company,jmwitie applicable time period set forth therein buho event more than sixty (60) d
following the date of Executive’'s Separation fromrdce, a release of claims (the&Rélease of Claim$) in favor of the Company in a fol
reasonably satisfactory to the Company, and pemsuith Release of Claims to become effective inraecae with its terms on or prior to s
sixtieth day (the ‘Release Agreement Deadlirig If the Release of Claims does not become effedtivthe Release Agreement Deadline
Executive will forfeit any right to severance batebr Retirement Benefits pursuant to this AgreemBegardless of whether the Releas
Claims becomes effective prior to the Release Agesd Deadline, any severance benefits or RetirelBentfits payable prior to the Rele
Agreement Deadline shall be paid on the Releaseekgent Deadline, with the remainder of the payminte made as originally schedu
Except to the minimum extent that payments mustddayed pursuant to Section 20(c) because Execistaéspecified employeedr until the
effectiveness (or deemed effectiveness) of the &eleof Claims, all amounts will be paid as soorp@sticable in accordance with
Company’s normal payroll practices following Exeeats Separation from Service. Notwithstanding thedonag, the Release of Claims sl
not be construed to waive any right to indemnifarator contribution otherwise available to Execatiunder law or rules of corpor
governance with respect to claims by third pafiiesctions or omissions in Executive’s role aoéficer of the Company.

15. Successors and Assigns




(8) Successors of the Company The Company will require any successor or asggnether direct or indirect, |
purchase, merger, consolidation or otherwise) ltoratubstantially all of the business and/or assétthe Company, expressly, absolutely
unconditionally to assume and agree to performAlgieement in the same manner and to the sametektgrthe Company would be requi
to perform it if no such succession or assignmeuwt taken place. Failure of the Company to obtagh sigreement prior to the effectivenes
any such succession transaction shall be a brdatiiscAgreement and shall entitle the Executiveéetaninate his or her employment with
Company within three (3) months thereafter ancet®ive the benefits provided under Section 3 af Agreement in the event of a Termina
Upon Change of Control; provided, however, thas(igh termination of employment must be a Separdtam Service and (ii) the Execut
must deliver a Release of Claims as provided irti@ed4. As used in this Agreement, “Comparsyiall mean the Company as defined al
and any successor or assign to its business aasets as aforesaid which executes and deliveimgtieement provided for in this Sectior
or which otherwise becomes bound by all the temusp@ovisions of this Agreement by operation of.law

(b) Heirs of Executive. This Agreement shall inure to the benefit of dredenforceable by the Executigsgdersonal ar
legal representatives, executors, administratoxgsessors, heirs, distributees, devisees and kgate

16. Notices For purposes of this Agreement, notices andthrocommunications provided for in the Agreemdralisbe in writing
and shall be deemed to have been duly given whéwedsd or mailed by United States registered maiturn receipt requested, post
prepaid, as follows:

if to the Company:
Power Integrations, Inc.
5245 Hellyer Avenue
San Jose, California 95138
Attn: Chief Executive Officer or Chief Financial fixfer

and if to the Executive, at the address specifiethis Agreement. Notice may also be given at satbler address as either party may |
furnished to the other in writing in accordancedwéth, except that notices of change of addresk Isa&ffective only upon receipt.

17. No Representations Executive acknowledges that he/she is not relgnd has not relied on any promise, representati
statement made by or on behalf of the Company wikiciot set forth in this Agreement.

18. Validity . If any one or more of the provisions (or any ptmereof) of this Agreement shall be held invalidegal o
unenforceable in any respect, the validity, legadihd enforceability of the remaining provisions émy part thereof) shall not in any way
affected or impaired thereby.

19. Consultation with Legal and Financial Advisos . Executive acknowledges that his Agreement cordignsificant legal right:
and may also involve the waiver of rights undereotagreements; that the Company has encourageditisiaeto consult with Executive’
personal legal and financial advisers; and thatcHttee has had adequate time to consult with Exeest advisers before signing t
Agreement.

20. Application of Section 409A and Other Limitéions. Executive is strongly encouraged to review theofelhg provisions ar
consult with his or her tax and financial advisoncerning the application of any personal tax cqusaces related to any payments prov
for under this Agreement and the following proviso

(a) If any Stock Award (other than stock options) vegtpursuant to Section 2(a), Section 2(b), Se@&i@a)(v)(2), Sectio
4(b)(ii) or Section 4(c):

(i) does not constitute “deferred compensatisithin the meaning of Section 409A, the sharesinggtursuant t
such events will be issued (1) in respect of Sacti@), Section 2(b) and Section 4(b)(ii) immedjafmior to the consummation of the Cha
of Control, and (2) in respect of Section 3(a)(y)¢2 Section 4(c) on the sixtieth (60 day following the Termination Upon Change of Got
or Termination of Employment, as applicable, ashfeir provided in Section 14 hereof.

(i)  does constitute “deferred compensatiaithin the meaning of Section 409A, the sharesinggbursuant t
such events will be issued (1) in respect of Sac2i@), Section 2(b) and Section 4(b)(ii) immediagmior to the Change of Control, provic
such payment can be made without adverse persaxalonsequences to the Executive, or else the shasing pursuant to Section 2
Section 2(b) and Section 4(b)(ii) will be convertath the same consideration
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received by the holders of the Compangbmmon stock pursuant to the Change of Contnol,saich consideration will be issued in accord
with the delivery schedule for such Stock Awaraffect immediately prior to the Change of Contnotig2) in respect of Section 3(a)(v)(2)
Section 4(c) will be issued in accordance withdeévery schedule for such Stock Award in effectrigdiately prior to the Termination U
Change of Control or Termination of Employmentapplicable.

(b) Extension of Stock Option Exercise PeriodNotwithstanding anything to the contrary in thisr@gment, in the eve
any extended exercise period provided for in thise®ment shall result in a portion of a stock apfi@coming subject to the provision:
Section 409A, the extended exercise period of qumttion of such stock option shall be automaticalhortened by the minimum ext
necessary to prevent such portion of such optiomfbecoming subject to Section 409A. In no evedlt aviy provisions in this Agreeme
providing for an extended exercise period resuthaextension of the exercise period of any stition beyond the maximum permitted t
of such stock option as provided under the applécaluity incentive plan and stock option awardeagrent in effect for such stock opti
assuming for the purposes of this Section 20(Henaination of Executive’s employment with the Canp.

(c) Other Benefits. Notwithstanding anything to the contrary hereire flollowing provisions apply to the extent i
benefits (“Benefits”) provided herein other than those described in 8&e@0(b) are subject to Section 409A: (A) The Basefre intended
qualify for an exemption from application of Sectid09A or comply with the requirements of Secti@9A to the extent necessary to a\
adverse personal tax consequences under Sectidn 408 any ambiguities herein shall be interpretecbrdingly. (B) Benefits contingent o
termination of employment shall not commence uBkécutive has a Separation from Service. (C) Eastailment of a Benefit is a sepal
“payment” for purposes of Treas. Reg. Section 1M4Q%b)(2)(i). (D) Each Benefit is intended to satishe exemptions from application
Section 409A provided under Treasury Regulationsti®es 1.409A-1(b)(4), 1.409A-1(b)(5) and 1.40985)(9) to the maximum exte
available. However, if such exemptions are notlabé and Executive is, upon Executive’s Separafiom Service, a “specified employee”
for the purposes of Section 409A, then, solelyh® éxtent necessary to avoid adverse personaldiasequences under Section 409A,
timing of the Benefit payments otherwise payablemto such date shall be delayed until the eadfefx) six (6) months and one day a
Executive’s Separation from Service, or (y) Exeeis death, and any payments otherwise schedulednade after such date shall be pai
originally scheduled. (E) To the extent that anynf®irsements payable to Executive pursuant to @e8tja)(iii) are subject to the provision:
Section 409A, the following provisions will apply iaddition to the provisions of any applicable exgee reimbursement policy: (a) to
eligible to obtain reimbursement for such expertsascutive must submit expense reports within 45ddter the expense is incurred, (b)
such reimbursements will be paid no later thareimdier of (x) thirty (30) days after the date Extiee submits receipts for the expenses ¢
December 31 of the year following the year in whith expense was incurred, (c) the amount of exgsersmbursed in one year will not afi
the amount eligible for reimbursement in any subseg year, and (d) the right to reimbursement unlisr Agreement will not be subject
liquidation or exchange for another benefit.

(d) Payment of Health Care Benefits.Notwithstanding anything to the contrary set fottkrein, if the Compar
determines, in its sole discretion, that it canmavide the COBRA premium, Conversion Policy premjundividual Policy premium, or oth
medical and dental coverage premiums (togethe't Health Care Benefits) contemplated under this Agreement without potdsgtiaturring
financial costs or penalties under applicable lawlgding, without limitation, Section 2716 of thublic Health Service Act), the Comp:
shall in lieu thereof pay Executive a taxable caistount, which payment shall be made regardlessheftver Executive or Executivseligible
family members elect health care continuation cager(the “Health Care Benefit Payment). Subject to any further delay in paym
required by Section 14 of this Agreement, the He@lire Benefit Payment shall be paid in monthlyailiments on the same schedule that
amounts would otherwise have been paid to the émsiihe Health Care Benefit Payment shall be etpuéh) the amount that the Comp
would have otherwise paid to provide the HealtheCBenefits for the duration of the applicable samee period (which amount shall
calculated based on the premium for the first maitboverage), plus (b) an additional amount stnett after payment of all taxes, Execu
retains an amount equal to the Compangggregate cost of otherwise providing the He@léine Benefits. For purposes of calculating
“additional amount”in clause (b) of the preceding sentence, Executhadl be deemed to have: paid federal income taxdgbe highe:
marginal rate of federal income and employmentttardor the calendar year in which the Health CBemefit Payment is to be made, and
applicable state and local income taxes at thedsigtate of taxation for the calendar year in whtod Health Care Benefit Payment is tc
made, net of the maximum reduction in federal inedaxes which could be obtained from deductioruchsstate and local taxes.

21. Definitions. As used in this Agreement, unless the contextiireg a different meaning, the following terms &hve thi
meanings set forth herein:

(&) “ 2007 Equity Incentive Plari means that certain 2007 Equity Incentive Plannasraled, as originally adopted by
Board of Directors on September 10, 2007, and angessor plan thereto.




(b) “ Annual Performance Bonus means the Executive’current annual performance incentive bonus aagpicabli
maximum achievable Performance Level, whether stingi of cash or Stock Awards, as determined by Board of Directors ¢
Compensation Committee on an annual basis.

(c) “Cause’ means:

(i) A material act of theft, dishonesty, fraud, intengal falsification of any employment or Companyamts or th
commission of any criminal act which impairs Exéeels ability to perform his/her duties under tligreement;

(i) A material improper disclosure of the Companyconfidential, business or proprietary informatiby
Executive;

(i)  Any action by Executive intentionally causing orpegted to cause material harm to the reputatior
standing of the Company, or gross negligence offulimisconduct in the performance of Executwedssigned duties (but not m
unsatisfactory performance); or

(iv) The Executives conviction (including any plea of guilty or notmntendere) for a felony causing mate
harm to the reputation and standing of the Compasiyletermined by the Company in good faith.

(d) “Change of Control’ means:

(i) Any “ person” (as such term is used in Sections 13(d) and 14(theoSecurities Exchange Act of 1934
amended (the “Exchange Act”yther than a trustee or other fiduciary holdingusites of the Company under an employee benedi pif the
Company becomes the “beneficial owner” (as definddule 13d3 promulgated under the Exchange Act), directlindirectly, of securities «
the Company representing 50% or more of (A) thetantling shares of common stock of the Companypthe combined voting power
the Company’s then-outstanding securities;

(i) The Company is party to a merger or consolidatidriciv results in the holders of voting securitiestud
Company outstanding immediately prior thereto figjlto continue to represent (either by remainintstamding or by being converted i
voting securities of the surviving entity) at le&8% of the combined voting power of the votingwé®s of the Company or such surviv
entity outstanding immediately after such mergezansolidation;

(i)  There occurs a change in the Board of Directoth@fCompany within a twgear period, as a result of wh
fewer than a majority of the Directors are Incuntb@imectors. For purposes of this Agreement, atimbent Directoris any director who
either:

(A) Adirector of the Company as of January 1, 2013; or
(B) A director who is elected or nominated for electiorthe Board of Directors of the Company with
affirmative votes of at least a majority of the dntbent Directors at the time of such election animation (but shall not include an individ

whose election or nomination is in connection veithactual or threatened proxy contest relatingpécetection of directors to the Company).

(iv)  The sale or disposition of 50% or more of tl@mpanys assets (or consummation of any transaction h
similar effect); or

(v) The dissolution or liquidation of the Company.
(e) “ Code” means the Internal Revenue Code of 1986, as aeaend

(H “ Company” shall mean Power Integrations, Inc., and followan@hange of Control, any successor or assign
business and/or assets that agrees or otherwisenkesdound by all the terms and provisions of Algjieeement by operation of law.

() “ Competition” shall mean rendering services for any organizatioengaging in any business directly compet
with the Company or materially contrary or harntfuthe interests of the Company, including, butlimited to (i) accepting employment wi
or serving as a consultant, advisor or in any ottagracity to, the division or other portion of thasiness of any employer which comp
directly with the Company; (ii) materially actingainst the interest of the Company
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or (iii) personally recruiting, directly or indirdg, any person who is then an employee of the Gomp

(h) *“ Good Reasori means the occurrence of any of the following dtods, without Executives written consent, whi
condition(s) remain(s) in effect 20 days after teritnotice to the Board of Directors from Execuidfesuch condition(s), if such notice is gi
within one year of the occurrence of such cond{B@n

(i) A material decrease or planned decrease inufixets annual salary, the cash value of Execusivehnua
Performance Bonus or employee benefits followir@hange of Control;

(i) A demotion, a material reduction in Executwgosition, responsibilities or duties or a materg@vers
change in Executive’ substantive functional responsibilities or dutiEsr the avoidance of doubt, in the event of argeaof Contro
Executive will be deemed demoted and his positiesponsibilities or duties materially reduced @& $ubstantive functional responsibilitie:
duties materially adversely changed if Executiverigloyed in any position other than Chief Exeaidfficer of the acquirer.

(i)  The relocation of Executiv@'work place for the Company to a location morentfitty (50) miles from th
current location of Executive’'work place or a material adverse change in tiking conditions or established working hours whiehsist fo
a period of six continuous months; or

(iv)  Any material breach of this Agreement by the Conypan

(i) " Highest Annual Salary” means Executiva highest annual salary in any of the three yemrsagling the applicak
date of determination, provided, however, thahd Executive’s then effective annual salary wowddBxecutives highest annual salary ug
completion of the current year of service, thenhégf Annual Salary shall mean Executive’'s thencéffe annual salary.

() “Performance Level means the pay out amounts (whether in cash or teekds) based upon the satisfaction of
or more performance criteria as determined by thar& of Directors or Compensation Committee.

(k) “ Performance Stock Award means any Stock Award subject to vesting upon tigegement of any Performar
Level regardless of the length of any performarexgopl.

() “ Permanent Disability’ means that:

(i) The Executive has been incapacitated by badiilyy or disease so as to be prevented therely éngaging i
the performance of the Executive’s duties;

(i)  Such total incapacity shall have continued for @gakof six consecutive months;

(i)  Such incapacity will, in the opinion of a qualifigzthysician, be permanent and continuous during
remainder of the Executive’s life; and

(iv)  Such incapacity results in Executive’s Separefiom Service.
(m) “ Prorated Portion” means a fraction the numerator of which is the nremtdd days in an applicable performa
period prior to such Executiv’termination of employment and the denominatomwbfch is the total number of days in an applic
performance period.

(n) “ Release of Claim% means the release of claims required by Sectibafthis Agreement.

(o) “ Retention Stock Award means any Stock Award subject to vesting upon dbmpletion of timebased vestir
criteria.

(p) “ Section 409A" means Section 409A of the Code and the regulatiodsother guidance thereunder and any stat
of similar effect.

(@) “ Separation from Servicé means a “separation from servicfgt the purposes of Section 409A with respect &
Company.




(n “ Stock Award” shall have the same meaning given to it in the 2b§iity Incentive Plan, as may be amended
time to time.

(s) *“ Termination of Employment means Executive’s Separation from Service thsilte from:
() Any termination of employment of the Executive hg Company without Cause; or
(i)  Any resignation by the Executive for Good Reaso
“Termination of Employmentshall not include any termination of the employmehthe Executive (a) by the Company for Cause;al)
result of Permanent Disability of the Executive) & a result of the death of the Executive; (dpasgsult of the voluntary termination
employment by the Executive for reasons other thaod Reason; or (e) a Termination Upon Change otrGb

(t) * Termination Upon Change of Contrdl means Executive’s Separation from Service thsitlte from:

(i)  Any termination of the employment of the Exéeaitby the Company without Cause on or within ebgint (18
months after the occurrence of a Change of Control;

(i)  Any resignation by the Executive for Good Reasothiwieighteen (18) months after the occurrence
Change of Control.

“Termination Upon Change of Contrathall not include any termination of the employmeinthe Executive (a) by the Company for Cause
as a result of the Permanent Disability of the Ex®ge; (c) as a result of the death of the Exeatior (d) as a result of the volunt
termination of employment by the Executive for masother than Good Reason.

* k k kK
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EXHIBIT 10.4

POWER INTEGRATIONS, INC.
AMENDED AND RESTATED EXECUTIVE OFFICER BENEFITS AGR EEMENT

This Amended and Restated Executive Officer BenefitAgreement(the“Agreement”) is made and entered into as of May 1, -
(the “Effective Date” ), by and betweeRower Integrations, Inc., a Delaware corporation, (theCompany”) and John Tomlin (“Executive

H) .
Recitals

A. Executive is an Executive Officer of the Camy and possesses valuable knowledge of the Comparyusiness and operatic
and the markets in which the Company competes.

B. The Company draws upon the knowledge, expeei@nd advice of Executive in order to managkutiness for the benefit of 1
Company’s stockholders.

C. The Board of Directors desires to supplenk&mcutives employment arrangements so as to provide additmmpensation ai
benefits to the Executive to encourage Executiveaiatinue to devote his attention and dedicatioth®d Company and to create additic
incentives to continue his employment with the Camp

D. The Company and Executive previously enténéol an Amended and Restated Executive OfficerdiemAgreement by ai
between the Company and Executive, dated May 3B 2Be“Prior Agreement”).

E. The Company and Executive have agreed to diawed restate the Prior Agreement in its entirstget forth herein.

Agreement

Therefore, in consideration of the mutual agreements, covanant considerations contained herein, the underdifpereby agr
and acknowledge as follows:

1. The Prior Agreement is hereby amended andteskta its entirety and the parties hereby agretheaerms hereof, including 1
terms set forth on Exhibit A hereto. Pursuant tetidas 21(k) or 21(s) of Exhibit A hereto, Execuatighall first be eligible for the bene
under this Agreement upon the completion of onea yéacontinuous service as an Executive Officettef Company, unless the Boarc
Directors or Compensation Committee determinesrafise.

2. For the purposes of this Agreement th®ption Effective Date” shall mean the Effective Date unless this Agreenierar
amendment to an earlier agreement in which casé@pion Effective Dat€' shall mean April 26, 2002.

3. This Agreement may only be modified or amended by@plemental written agreement signed by Execuatincethe Company.

* k k % %




In Witness Whereof,the undersigned have executed thisended and Restated Executive Officer Benefits Agement,intending
to be legally bound as of the Effective Date.

COMPANY: Power Integrations, Inc.
By: /s/ Balu Balakrishnan
Name: Balu Balakrishnan
Title: President and CEO

EXECUTIVE: /s/ John Tomlin
John Tomlin

Address for Notice: Executive’'s home addras
reflected in the records of the Company




EXHIBIT A

TERMS OF AMENDED AND RESTATED
EXECUTIVE OFFICER BENEFITS AGREEMENT

1. Position and DutiesExecutive shall continue to be anvatl employee of the Company employed in his/herrent position ¢
his/her then current salary rate. Executive sHah &e entitled to continue to participate in aoddceive benefits on the same basis as
executive or senior staff members under any ofbmpanys employee benefit plans as in effect from timértee. In addition, Executive sh
be entitled to the benefits afforded to other erppés similarly situated under the Compangimployment policies. Executive agrees to de
the business time, energy and skill necessary éow® his/her duties at the Company. These dutial isclude, but not be limited to, 8
duties consistent with his/her position which mayassigned to Executive from time to time.

2. Acceleration of Vesting of Stock Awards Upom Change of Control. In the event of a Change of Control, and provittex
Executive’s employment with the Company has nohieated prior to such date, Executive shall betledtito the following benefits:

(a) All Retention Stock Awards granted by the Compamyhie Executive prior to the Change of Control khale thei
vesting accelerated such that 25% of the then tedeshares subject to each Retention Stock Awalldberideemed vested and exercisab
issuable as of the consummation of the Change aitrGlo Notwithstanding the foregoing, if the Change Control does not require 1
assumption or substitution by the acquiring er(tityparent thereof) of all of the Compasybligations of the then outstanding Retentiorcl
Awards, then (i) if Executive is a New Executiv@%b of the then unvested shares subject to eaclReteStock Awards will be accelera
and deemed vested and exercisable prior to theuoamgtion of the Change of Control; or (ii) if Exéive is a Senior Executive, 100% of
then unvested shares subject to any Retention $taekds will be accelerated and deemed vested »ertisable prior to the consummatiol
the Change of Control. The shares vesting pursiaatitis Section 2(a) will be exercisable, issueccanverted and paid in accordance
Sections 2(c) and 20(a). Except as otherwise peavid the applicable award agreement, the portfoang unvested Retention Stock Aw
that is not assumed (or an appropriate substitytfomided) and that does not vest based on thisdbe2(a) will be forfeited by Executive a
will be of no further force or effect.

(b) All Performance Stock Awards granted by the Companhe Executive prior to the Change of Contralshave thei
vesting accelerated immediately prior to consumamatf such Change of Control so that 100% of tlen thnvested shares will be deel
vested at the applicable maximum achievable Pedoom Level . The shares vesting pursuant to thasde2(b) will be exercisable, issuec
converted and paid in accordance with Sections&{d)20(a).

(c) Inthe event of a Change of Control, the Compargeutakes to facilitate Executiveteceipt of any of the benefits
forth in this Agreement by providing written notite Executive, at least ten (10) days in advanciefclosing of such transaction, whict
indicates the anticipated timing and material ecoicaerms of the anticipated transaction and éferences the Executivetights under th
Agreement. The Company shall also provide appripBaock Award exercise forms and instructionsssist Executive in exercising his or
rights to acquire securities of the Company on riorgo the consummation of the Change of ContEolecutive is strongly encouragec
consult with his or her tax and financial advisdopto electing to exercise any option pursuarthie Agreement.

3. Termination Upon Change of Control.

(a) Severance Benefitsin the event of the Executiv®Termination Upon Change of Control, Executiveldhaentitled ti
the following separation benefits:

(i) Salary and Accrued Benefits. All salary and accrued but unused vacatiomezhrthrough the date
Executive’s termination.

(i)  Annual Performance Bonus. Payment of a Prorated Portion of the cash valueExdcutives Annua
Performance Bonus measured as of the date of tatiminfor the year in which such termination occurs

(i) Expenses. Within fourteen (14) days of submission of ggp expense reports by the Execu
reimbursement by the Company for all expenses redidp and necessarily incurred by the Executivednnection with the business of
Company prior to his termination of employment.




(iv) Severance Payment

(1) if Executive is a New Executive, payment of an anmaqual to six (6) months of Executigsddighes
Annual Salary from the Company and 50% of the cadbe of Executives Annual Performance Bonus measured as of theofla¢éeminatior
at the applicable maximum achievable PerformanaelL&s in effect as of the date of such terminat@mhe paid in a lump sum on the sixt
(60™) day following such termination as provided in &&t 14; or

(2) if Executive is a Senior Executive, payment of amant equal to (a) six (6) months of Executive’
Highest Annual Salary from the Company and 50%hef ¢ash value of Executive’Annual Performance Bonus measured as of thead
termination at the applicable maximum achievablédPmance Level as in effect as of the date of decmination to be paid in a lump sum
the sixtieth (60") day following such termination as provided in 8@t 14 and (b) up to an additional six (6) montfisExecutives Highes
Annual Salary and 50% of such Annual PerformancauBomeasured as of the date of termination at pipdicable maximum achieval
Performance Level, less applicable withholding,llgba paid beginning six months after terminatienbject to Section 14, in ratable mon
installments for six months or until Executive sexsunew employment, whichever occurs earlier.

(v) Stock Awards.

(1) The ability to exercise any and all outstandingteg®ptions granted after the Option Effec
Date (and any vested options granted prior to thgo@ Effective Date but only to the extent thatlsiextension of exercisability would |
require the Company to incur a compensation exptndinancial statement purposes) for twelve (®)nths from the date of terminatior
employment.

(2 The vesting of all Stock Awards (to the extent s&thck Award does not also constitut
portion of Executives Annual Performance Bonus) granted by the Companthe Executive and outstanding immediately ptmrsucl
Termination Upon Change of Control shall have theisting accelerated, such that (i) if ExecutiveaidNew Executive, 50% of the tf
unvested shares subject to such Stock Award willdemed vested and exercisable as of the datemintgion of employment; or (ii)
Executive is a Senior Executive, 100% of the thewested shares subject to such Stock Award witldéemed vested and exercisable as ¢
date of termination of employment. Any shares wespiursuant to this Section 3(a)(v)(2) subject Reaformance Stock Award shall vest al
applicable maximum achievable Performance Levek $hares vesting pursuant to this Section 3(a){wy{l be issued in accordance w
Section 20(a). Except as otherwise provided inajhlicable Stock Award agreement, the portion of anvested Stock Award that does
vest based on this Section 3(a)(v)(2) will be fiefg by Executive and will be of no further forceedfect.

(b) Benefits Continuation.

() In the event of Executive’ Termination Upon Change of Control, Executivellsba entitled to ele:
continued medical and dental insurance coveragacitordance with the applicable provisions of thengtidated Omnibus Budc
Reconciliation Act of 1985, as amended, (“COBRAfd the Company shall pay such COBRA premiumsi¥aiX (6) months from the date
termination of employment, if Executive is a NeweEntive; or (ii) twelve (12) months from the datktermination of employment,
Executive is a Senior Executive. Notwithstanding #ibove, in the event Executive becomes eligibleet@overed under another emploger’
group health plan (other than a plan which imp@seseexisting condition exclusion unless the pigéng condition exclusion does not ap|
during the period provided for herein, the Compsahgll cease payment of the COBRA premiums; and

(i) Executive shall receive the benefits, if any, untierCompanys 401(k) Plan and other Company bel
plans to which he may be entitled pursuant to ¢nms$ of such plans.

4. Termination of Employment.

€) Severance Benefits In the event of the ExecutiwTermination of Employment, Executive shall betktt tc
all separation benefits provided in Section 3(g)(ipalary and Accrued Benefits’), Section 3(a)(ii) (“Annual Performance Bonus”) and 3
(a)(iii) (* Expenses’) above. In addition, Executive shall be entitkedsix (6) months of Executive’'Highest Annual Salary and 50% of
cash value of Executive’Annual Performance Bonus at the applicable maxirachievable Performance Level as in effect adhefdate ¢
such termination, all less applicable withholdipgid in a lump sum within sixty (60) days of suemtination as provided in Section 14.

(b) Performance Stock Awards.




0] A Prorated Portion of all shares subject to Perforoe Stock Awards granted to the Executive b
Company and outstanding prior to such TerminatioBroployment with a performance period greater thaa (1) year and granted other 1
in connection with Executive’ Annual Performance Bonus shall vest at such Redioce Level as determined by the Board of Diresctn
Compensation Committee on the date of such detetiom

(i) Immediately prior to the consummation of any Chaof€ontrol to occur after ExecutiveTerminatio
of Employment, a Prorated Portion of Executsseutstanding Performance Stock Awards with a perdmce period greater than one (1)
and granted other than in connection with Exectdivinnual Performance Bonus will be deemed vestdldeadpplicable maximum achieva
Performance Level. The shares vesting pursuarttisoSection 4(b)(ii) will be exercisable, issuedconverted and paid in accordance !
Sections 2(c) and 20(a).

(c) Benefits Continuation.

() In the event of Executive’ Termination of Employment, Executive shall beitlat to elect continue
medical and dental insurance coverage in accordatitbethe applicable provisions of COBRA and then@any shall pay such COBF
premiums for six (6) months from the date of Teration of Employment. Notwithstanding the abovethia event Executive becomes elig
to be covered under another emplogegroup health plan (other than a plan which impogepreexisting condition exclusion unless
preexisting condition exclusion does not apply)imniyrthe period provided for herein, the Companyllsbease payment of the COBI
premiums; and

(i) Executive shall receive the benefits, if any, uritierCompanys 401(k) Plan and other Company bel
plans to which he may be entitled pursuant to ¢heas of such plans.

5. Retirement Benefits

(&) In order to be eligible for the Retirement Benefiescribed in Section 5(b) below, the Executive tmuset both of tr
following criteria:

(i) Atthe time of Executives termination of employment with the Company (ott@n in circumstances in wh
such termination (i) constitutes a termination withuse or (i) does not qualify as a SeparatiomfBervice), the Executive has (1) achie
the age of 50 and served the Company for at I&agears; or (2) achieved the age of 55 and sehe@bmpany for at least 10 years; provi
however, if such termination of employment also stitntes a Termination of Employment or a TermimatiUpon Change of Contr
Executive must elect within thirty (30) days of Buermination to receive either the benefits prediéh Section 3 or Section 4, as applicabl
the benefits provided in this Section 5; and

(i) At any time during which the Executive is receivilgtirement Benefits, the Executive shall not (&
employed or on contract full time by a third pafgxcluding a norprofit organization described in Section 501(cY§8)he Code) or (2) enga
in Competition. If the Executive engages in eitfigror (2), then all Retirement Benefits shall tarate immediately and permanently.

(b) If both conditions in Sections 5(a)(i) and %iiabove are satisfied, the Executive shall bétled, subject to Sectic
14, to receive the following Retirement Benefits”

(i) Option Exercisability. The ability to exercise any and all options grardaéer the Option Effective Date (¢
any options granted prior to the Option Effectivat®but only to the extent that such extensiorxefasability would not require the Comp:
to incur a compensation expense for financial siaté purposes) to the extent such options are dvemteof the date of termination
employment for the earlier of: (i) the term of #yation, (ii) the termination of the option in comtien with any Change of Control, or (iii) fi
years;

(i) Performance Stock Awards.The benefits provided under Section 4(bP€rformance Stock Awards”); and

(i) Medical and Dental Coverage. The Company shall pay the Executwehedical and dental premiums u
the Executive achieves the age of Medicare eligybiland additionally, if the Executive’medical and dental coverage on the da
termination included the Executiwtependents, the premiums of such dependentsthmtitxecutive achieves the age of Medicare el
as follows:

(A) COBRA Continuation Coverage. Upon the termination of Executiweactive employment with t
Company, Executive shall be entitled to elect cordd medical and dental insurance coverage in danoe
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with the applicable provisions of COBRA and the Qamy shall pay such COBRA premiums.

(B) Coverage After COBRA & Prior to Medicare Eligibility . In the event the Executive is not eligi
for Medicare coverage at the end of his maximumliegiple COBRA coverage period, then, the Execusiiall identify and locate either
both an individual conversion policy through theurer providing insurance coverage in connecticth Wie Company sponsored medical
dental plans available to active employees (ti@otversion Policy’), and/or a supplemental individual policy or an indial policy on th
open market (the Individual Policy ") to be effective upon the termination of his COBR#tinuation coverage so that, when the covel
for Executive provided by the Conversion Policy /andhe Individual Policy are combined, such coges provide substantially simi
medical and dental benefits in the aggregate asetpmvided under the medical and dental plansssped by the Company at such time, «
any time after the termination of Executive’'s enyphent, for active employees (theComparable Coveragé). The Company shall |
responsible for the payment of any Conversion Kofi;emiums and/or Individual Policy premiums foetiEomparable Coverage wh
payment shall not exceed the cost of premiums fedioal and dental coverage for then active emplayié&xecutive is at such time eligible
participate under the Company Plans, Executivelwlentitled to so participate.

(C) Coverage After COBRA & Upon Medicare Eligibiity . In the event the Executive is eligible
Medicare coverage at the end of his maximum appkc€OBRA coverage period, the Executive may idgréind locate a Medica
supplemental policy, which may include, to the akfgermitted, the medical and dental plans spoxsbyehe Company at such time for ac
employees (the “Company Plansthat, when combined with the coverage provided Bdidare, provides Comparable Coverage. If Exec
is at such time eligible to participate under th@many Plans, Executive will be entitled to so ipgrate; provided that Executive shall
solely responsible for the payment of any Medigaremiums and/or Medical supplemental policy prensuior the Comparable Cover:
(including, if applicable, any premiums under thengpany Plans).

(D) Taxes, Coverage The Executive shall be responsible for any takes may be attributable to
result from the payments made by the Company inrdemce with this Section 5(b)(iii) or receipt oédical and dental benefits attributabl
or result from such payments. Notwithstanding S®&ch(b)(iii)(A) or (B), in the event Executive beues eligible to be covered under anc
employers group health plan (other than a plan which impas@reexisting condition exclusion to the extesringssible by law, unless t
preexisting condition exclusion does not apply)iniyithe period provided for herein, the Companylistease payment of any premiums.
Company will use commercially reasonable effortptovide that Executive will continue to be eligilbior coverage as provided under
Section 5(b)(iii) under the Company Plans, unlé&s Board of Directors or Compensation Committeerenes that such coverage wc
create an undue burden on the Company.

6. Termination of Employment due to Death or Pananent Disability .

(&) Inthe event of (i) the Executiviedeath during his employment with the Companytaed=xecutive having satisfied
criteria provided at Section 5(a)(i) as of or priorthe date of his death or (ii) the Executsveleath during the period while Executive
receiving Retirement Benefits as a result of coamle with the criteria provided at Section 5(ayfi)d 5(a)(ii), (1) the Executive’lega
representative or any person empowered to act®hdtialf under his will or under the then appliedalws of descent and distribution shal
entitled to the benefits pursuant to Section 5)Ifj(Dption Exercisability ) and Section 5(b)(ii) (Performance Stock Awards”) and (2) th
Executive’s dependents, to the extent applicaltiall ¥e entitled to the benefits pursuant to Sec¢b)(iii)(A)-(D) (* Medical and Denta
Coverage”) for that period of time until the Executive walihave achieved the age of Medicare eligibilitthé# Executive had lived.

(b) In the event of the Executive’Permanent Disability during his employment witke tCompany and the Execul
having satisfied the criteria provided at Sectiqn)6), the Executive, and to the extent applicablis dependents, shall be entitled to
benefits provided in Section 5(b)(i) Option Exercisability” ), Section 5(b)(ii) (“Performance Stock Awards”) and 5(b)(iii)(A)-(D) (*
Medical and Dental Coverage”).

7. Payment of Taxes All payments made to Executive under this Agreetrshall be subject to all applicable federal atate
income, employment and payroll taxes, includingxathholding taxes.

8. Parachute Payment Executive is strongly encouraged to review thiéowang provision and consult with his or her tamd
financial advisor concerning the application of gugrsonal tax consequences related to any payrpemigled for under this Agreement «
the following provision. In the event that any bétpayments and benefits provided for in this Agreet or otherwise payable to the Exect
(a “ 280G Payment) would (i) constitute a “parachute paymenmtithin the meaning of Section 280G of the Code, @indbut for this sentenc
be subject to the excise tax imposed by Sectio® 498%he Code (the Excise Tax"), then any such 280G Payment pursuant to this Agret
(a “ Payment”) shall be equal to the Reduced Amount. THeetluced Amount shall be either (i) the largest portion of the Payptrthat woul
result in no portion of the




Payment (after reduction) being subject to the &xdiax or (ii) the largest portion, up to and idéhg the total, of the Payment, whiche
amount (i.e., the amount determined by clauser(hyoclause (ii)), after taking into account allpfipable federal, state and local employn
taxes, income taxes, and the Excise Tax (all coatpat the highest applicable marginal rate), resalthe receipt by Executive, on an aftizx-
basis, of the greater economic benefit notwithgtamthat all or some portion of the Payment magblgject to the Excise Tax. If a reductio
a Payment is required pursuant to the precedintesea and the Reduced Amount is determined purdoanlause (x) of the preced
sentence, the reduction shall occur in the marther‘(Reduction Method’) that results in the greatest economic benefit fardgtive. If mor
than one method of reduction will result in the sa@economic benefit, the items so reduced will likiced pro rata (the Pro Rata Reductio
Method ”). Notwithstanding the foregoing, if the Reduction kted or the Pro Rata Reduction Method would resultiy portion of th
Payment being subject to taxes pursuant to Sedfi®A that would not otherwise be subject to taxessypant to Section 409A, then
Reduction Method and/or the Pro Rata Reduction bteths the case may be, shall be modified so agdial the imposition of taxes pursu
to Section 409A as follows: (A) as a first priorithe modification shall preserve to the greatestrg possible, the greatest economic be
for Executive as determined on an afi®x-basis; (B) as a second priority, Paymentsdhatontingent on future events (e.g., being teater
without cause), shall be reduced (or eliminatedpisePayments that are not contingent on futurenisyend (C) as a third priority, Payme
that are “deferred compensatiowithin the meaning of Section 409A shall be redufmdeliminated) before Payments that are not def
compensation within the meaning of Section 409AleSs the Company and the Executive otherwise aigreeriting, any determinatic
required under this Section 8 shall be made iningriby independent public accountants appointetheyCompany and reasonably accept
to the Executive (the Accountants”), whose determination shall be conclusive and bindipgn the Executive and the Company fo
purposes. The Company shall bear all costs the uxteats may reasonably incur in connection witthsietermination, and the Company
the Executive shall furnish to the Accountants smbrmation and documents as the Accountants reaganably request in order to mal
determination under this Section 8.

9. Exclusive Remedy The payments and benefits provided for in SecBipBection 4, Section 5 or Section 15 shall ctutstithe
Executives sole and exclusive remedy for any alleged inpiryother damages arising out of the cessation efetimployment relationst
between the Executive and the Company. The paggeto agree that irreparable damage would occanyf of the provisions of tt
Agreement were not performed in accordance witbdtspecific terms or were otherwise breached.dt@®rdingly agreed that the parties ¢
be entitled to enforce specifically the terms amaljsions hereof, this being in addition to anyesthemedy to which they are entitled at lax

in equity.

10. Proprietary and Confidential Information . The Executive agrees to continue to abide byté¢hes and conditions of a
Company’s confidentiality and/or proprietary riglaggreement between the Executive and the Company.

11. Arbitration . Any claim, dispute or controversy arising outlif Agreement, the interpretation, validity or @mceability of thi:
Agreement or the alleged breach thereof shall bengted by the parties to binding arbitration bg #hmerican Arbitration Association in &
Jose, California or elsewhere by mutual agreemBmé selection of the arbitrator and the arbitratppncedure shall be governed by
Commercial Arbitration Rules of the American Arhtibn Association. All costs and expenses of abin or litigation, including but n
limited to reasonable attorneys fees and othersa@stsonably incurred by the Executive, shall bd ps the Company. Judgment may
entered on the award of the arbitration in any thaving jurisdiction.

12. Interpretation . Executive and the Company agree that this Agreestall be interpreted in accordance with and goee b
the laws of the State of California, without regivduch state’s conflict of laws rules.

13. Conflict in Benefits. This Agreement shall supersede all prior arrareyes) whether written or oral, and understanc
regarding the subject matter of this Agreement. th® extent Executive is entitled to severance derotbenefits upon termination
employment under this Agreement and any other aggag including any change in control agreemengreqt into by the Company and
Executive, entered into prior to the Effective Datee benefits payable under this Agreement shalessede and replace any other :
agreement. However, this Agreement is not intertdesihd shall not affect, limit or terminate (i) aplans, programs, or arrangements o
Company that are regularly made available to aifsigmt number of employees of the Company, (i§ @ompanys equity incentive plans, (i
any agreement or arrangement with the Executiviehs been reduced to writing and which does Hated¢o the subject matter hereof, or
any agreements or arrangements hereafter entdcellyithe parties in writing, except as otherwigpressly provided herein.

14. Release of ClaimsExecutive shall receive the severance benefith@Retirement Benefits pursuant to this Agreenoaihy if
Executive executes and returns to the Company,jmitie applicable time period set forth therein buho event more than sixty (60) d
following the date of Executive’'s Separation fromndce, a release of claims (théRélease of Claims) in favor of the Company in a fol
reasonably satisfactory to the Company, and pesuith Release of Claims to become effective inraecae with its terms on or prior to s
sixtieth day (the ‘Release Agreement Deadlirig If the Release of Claims
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does not become effective by the Release Agreebeadline, the Executive will forfeit any right texerance benefits or Retirement Ben
pursuant to this Agreement. Regardless of whetherRelease of Claims becomes effective prior toRbkase Agreement Deadline,

severance benefits or Retirement Benefits payatibe @ the Release Agreement Deadline shall bd paithe Release Agreement Dead
with the remainder of the payments to be made igiafly scheduled. Except to the minimum exterattthayments must be delayed purs
to Section 20(c) because Executive is a “speciiegloyee’or until the effectiveness (or deemed effectivepesthe Release of Claims,
amounts will be paid as soon as practicable inra@ege with the Company’s normal payroll practitwing Executives Separation fro
Service. Notwithstanding the foregoing, the Releas€laims shall not be construed to waive any trighindemnification or contributic
otherwise available to Executive under law or ruésorporate governance with respect to claimshliygl parties for actions or omissions
Executive’s role as an officer of the Company.

15. Successors and Assigns

(&) Successors of the Company The Company will require any successor or asggnether direct or indirect, |
purchase, merger, consolidation or otherwise) ltoratubstantially all of the business and/or assétthe Company, expressly, absolutely
unconditionally to assume and agree to performAlgieement in the same manner and to the sametektgrthe Company would be requi
to perform it if no such succession or assignmeuwt taken place. Failure of the Company to obtagh sigreement prior to the effectivenes
any such succession transaction shall be a brdatiiscAgreement and shall entitle the Executiveéetaninate his or her employment with
Company within three (3) months thereafter ancet®ive the benefits provided under Section 3 af Agreement in the event of a Termina
Upon Change of Control; provided, however, thas(igh termination of employment must be a Separdtam Service and (ii) the Execut
must deliver a Release of Claims as provided irti@ed4. As used in this Agreement, “Comparsyiall mean the Company as defined al
and any successor or assign to its business aasets as aforesaid which executes and deliveimgtieement provided for in this Sectior
or which otherwise becomes bound by all the temusp@ovisions of this Agreement by operation of.law

(b) Heirs of Executive. This Agreement shall inure to the benefit of dedenforceable by the Executisgdersonal ar
legal representatives, executors, administratoxgessors, heirs, distributees, devisees and kgate

16. Notices For purposes of this Agreement, notices andthBrocommunications provided for in the Agreemdralisbe in writing
and shall be deemed to have been duly given whéwedsd or mailed by United States registered maiturn receipt requested, post
prepaid, as follows:

if to the Company:
Power Integrations, Inc.
5245 Hellyer Avenue
San Jose, California 95138
Attn: Chief Executive Officer or Chief Financial fixfer

and if to the Executive, at the address specifiethis Agreement. Notice may also be given at satbler address as either party may |
furnished to the other in writing in accordancedwéth, except that notices of change of addresk Isa&ffective only upon receipt.

17. No Representations Executive acknowledges that he/she is not relgng has not relied on any promise, representati
statement made by or on behalf of the Company wikiciot set forth in this Agreement.

18. Validity . If any one or more of the provisions (or any pdmtreof) of this Agreement shall be held invalitegal ot
unenforceable in any respect, the validity, legadihd enforceability of the remaining provisions émy part thereof) shall not in any way
affected or impaired thereby.

19. Consultation with Legal and Financial Adviscs . Executive acknowledges that his Agreement cordignsificant legal right:
and may also involve the waiver of rights undereotagreements; that the Company has encourageditiweeto consult with Executive’
personal legal and financial advisers; and thatcHtcee has had adequate time to consult with Exeest advisers before signing t
Agreement.

20. Application of Section 409A and Other Limitéions. Executive is strongly encouraged to review theofglhg provisions ar
consult with his or her tax and financial advisoncerning the application of any personal tax cqneaces related to any payments prov
for under this Agreement and the following proviso

(8 If any Stock Award (other than stock options) wegtpursuant to Section 2(a), Section 2(b), Section
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3(a)(v)(2) or Section 4(b)(ii):

(i) does not constitute “deferred compensatisithin the meaning of Section 409A, the sharesinggtursuant t
such events will be issued (1) in respect of Sacki@), Section 2(b) and Section 4(b)(ii) immediatgior to the consummation of the Cha
of Control, and (2) in respect of Section 3(a)(¥)2 the sixtieth (60") day following the Termination Upon Change of Gohtas furthe
provided in Section 14 hereof.

(i) does constitute “deferred compensatiovithin the meaning of Section 409A, the sharesinggpursuant t
such events will be issued (1) in respect of Sac®i@), Section 2(b) and Section 4(b)(ii) immediafgior to the Change of Control, provic
such payment can be made without adverse persaxalonsequences to the Executive, or else the shasting pursuant to Section 2
Section 2(b) and Section 4(b)(ii) will be convertiio the same consideration received by the heladdérthe Compang common stoc
pursuant to the Change of Control, and such coredide will be issued in accordance with the delvechedule for such Stock Award in ef
immediately prior to the Change of Control andi(Rjespect of Section 3(a)(v)(2) will be issuedattordance with the delivery schedule
such Stock Award in effect immediately prior to thermination Upon Change of Control.

(b) Extension of Stock Option Exercise PeriodNotwithstanding anything to the contrary in thisr@gment, in the eve
any extended exercise period provided for in thise®ment shall result in a portion of a stock apfi@coming subject to the provision:
Section 409A, the extended exercise period of qumttion of such stock option shall be automaticalhortened by the minimum ext
necessary to prevent such portion of such optiomfbecoming subject to Section 409A. In no evedlt aviy provisions in this Agreeme
providing for an extended exercise period resuthaextension of the exercise period of any stition beyond the maximum permitted t
of such stock option as provided under the applécaluity incentive plan and stock option awardeagrent in effect for such stock opti
assuming for the purposes of this Section 20(enaination of Executive’s employment with the Canp.

(c) Other Benefits. Notwithstanding anything to the contrary hereire flollowing provisions apply to the extent i
benefits (“Benefits”) provided herein other than those described in 8&e@0(b) are subject to Section 409A: (A) The Bésefre intended
qualify for an exemption from application of Sectid09A or comply with the requirements of Secti@9A to the extent necessary to a\
adverse personal tax consequences under Sectidn 408 any ambiguities herein shall be interpretecbrdingly. (B) Benefits contingent o
termination of employment shall not commence uBxécutive has a Separation from Service. (C) Eastailment of a Benefit is a sepal
“payment” for purposes of Treas. Reg. Section 1M4Q2&b)(2)(i). (D) Each Benefit is intended to satishe exemptions from application
Section 409A provided under Treasury Regulationsti®es 1.409A-1(b)(4), 1.409A-1(b)(5) and 1.40985)(9) to the maximum exte
available. However, if such exemptions are notlabé and Executive is, upon Executive’s Separafiom Service, a “specified employee”
for the purposes of Section 409A, then, solelyh® éxtent necessary to avoid adverse personaldiasequences under Section 409A,
timing of the Benefit payments otherwise payablermto such date shall be delayed until the eadfefx) six (6) months and one day a
Executive’s Separation from Service, or (y) Exeeis death, and any payments otherwise scheduledntade after such date shall be pai
originally scheduled. (E) To the extent that anynf®irsements payable to Executive pursuant to @e8tja)(iii) are subject to the provision:
Section 409A, the following provisions will apply iaddition to the provisions of any applicable exgee reimbursement policy: (a) to
eligible to obtain reimbursement for such expertsascutive must submit expense reports within 45ddter the expense is incurred, (b)
such reimbursements will be paid no later thareimdier of (x) thirty (30) days after the date Extiee submits receipts for the expenses ¢
December 31 of the year following the year in whith expense was incurred, (c) the amount of exgsemrsmbursed in one year will not afi
the amount eligible for reimbursement in any subseg year, and (d) the right to reimbursement unlisr Agreement will not be subject
liquidation or exchange for another benefit.

(d) Payment of Health Care Benefits.Notwithstanding anything to the contrary set fottkrein, if the Compar
determines, in its sole discretion, that it canmaivide the COBRA premium, Conversion Policy premjundividual Policy premium, or oth
medical and dental coverage premiums (togethet Health Care Benefits') contemplated under this Agreement without potegtiakurring
financial costs or penalties under applicable lawlgding, without limitation, Section 2716 of thRublic Health Service Act), the Comp:
shall in lieu thereof pay Executive a taxable castount, which payment shall be made regardlesshettver Executive or Executivetligible
family members elect health care continuation cager(the “Health Care Benefit Payment). Subject to any further delay in paym
required by Section 14 of this Agreement, the He@lire Benefit Payment shall be paid in monthlyaiiments on the same schedule that
amounts would otherwise have been paid to the émsiihe Health Care Benefit Payment shall be etpuéh) the amount that the Comp
would have otherwise paid to provide the HealtheCRenefits for the duration of the applicable samee period (which amount shall
calculated based on the premium for the first maftboverage), plus (b) an additional amount sinet &after payment of all taxes, Execu
retains an amount equal to the Compangggregate cost of otherwise providing the He@léine Benefits. For purposes of calculating
“additional amount” in clause (b) of the precedssntence, Executive shall be deemed to have: pdatdl income
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taxes at the highest marginal rate of federal ire@amd employment taxation for the calendar yeavtiith the Health Care Benefit Paymer
to be made, and paid applicable state and locahilectaxes at the highest rate of taxation for #lermlar year in which the Health Care Bel
Payment is to be made, net of the maximum redudtidederal income taxes which could be obtainenfdeduction of such state and Ic
taxes.

21. Definitions. As used in this Agreement, unless the contextiireg a different meaning, the following terms &lgve thi
meanings set forth herein:

(&) “ 2007 Equity Incentive Plari means that certain 2007 Equity Incentive Plannasraled, as originally adopted by
Board of Directors on September 10, 2007, and angessor plan thereto.

(b) * Annual Performance Bonus' means the Executive’current annual performance incentive bonus aafigicabli
maximum achievable Performance Level, whether stingi of cash or Stock Awards, as determined by Board of Directors ¢
Compensation Committee on an annual basis.

(c) “ Cause’ means:

(i) A material act of theft, dishonesty, fraudgimional falsification of any employment or Compaagords or th
commission of any criminal act which impairs Exéeels ability to perform his/her duties under tligreement;

(i) A material improper disclosure of the Companyconfidential, business or proprietary informatiby
Executive;

(i)  Any action by Executive intentionally causing orpegted to cause material harm to the reputatior
standing of the Company, or gross negligence offulimisconduct in the performance of Executwedssigned duties (but not m
unsatisfactory performance); or

(iv)  The Executives conviction (including any plea of guilty or notmntendere) for a felony causing mate
harm to the reputation and standing of the Compasiyletermined by the Company in good faith.

(d) “ Change of Control’ means:

(0 Any “ person” (as such term is used in Sections 13(d) and 14(th)eoSecurities Exchange Act of 1¢
as amended (the “Exchange Act'9ther than a trustee or other fiduciary holdingusigies of the Company under an employee benedih ot
the Company becomes the “beneficial owner” (asneefiin Rule 13& promulgated under the Exchange Act), directlyingfirectly, o
securities of the Company representing 50% or rab(8) the outstanding shares of common stock ef@ompany or (B) the combined vot
power of the Company’s then-outstanding securities;

(i) The Company is party to a merger or consolidatibictvresults in the holders of voting securitiesha
Company outstanding immediately prior thereto figjlto continue to represent (either by remainintstamding or by being converted i
voting securities of the surviving entity) at le&8% of the combined voting power of the votingwsé®s of the Company or such surviv
entity outstanding immediately after such mergezansolidation;

(iii) There occurs a change in the Board of Directoth®fCompany within a twgear period, as a result
which fewer than a majority of the Directors areumbent Directors. For purposes of this Agreemamt;incumbent Directoris any directc
who is either:

(A) Adirector of the Company as of January 1, 2013

(B) A director who is elected or nominated for electiorthe Board of Directors of the Company with
affirmative votes of at least a majority of the dntbent Directors at the time of such election animation (but shall not include an individ
whose election or nomination is in connection vaithactual or threatened proxy contest relatinpeéoeiection of directors to the Company).

(iv) The sale or disposition of 50% or more of the Conyp@assets (or consummation of any transaction h
similar effect); or

(v) The dissolution or liquidation of the Company.
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(e) “ Code” means the Internal Revenue Code of 1986, as aatend

() “ Company” shall mean Power Integrations, Inc., and followen@hange of Control, any successor or assi
its business and/or assets that agrees or othep@tgames bound by all the terms and provisionkisfAgreement by operation of law.

(9) “ Competition” shall mean rendering services for any organizatiorengaging in any business dire
competitive with the Company or materially contranyharmful to the interests of the Company, ingigd but not limited to (i) acceptil
employment with, or serving as a consultant, advisan any other capacity to, the division or atpertion of the business of any empilc
which competes directly with the Company; (ii) mahy acting against the interest of the Company(ii®) personally recruiting, directly
indirectly, any person who is then an employeéef@ompany.

(h) “ Executive Officer” means any employee of the Company designated arutise officer by the Board
Directors or Compensation Committee.

() “ Good Reasori means the occurrence of any of the following dbads, without Executives written conser
which condition(s) remain(s) in effect 20 days afteitten notice to the Board of Directors from Exéve of such condition(s), if such notic
given within one year of the occurrence of suchdition(s):

0] A material decrease or planned decrease in Execsitannual salary, the cash value of Executive
Annual Performance Bonus or employee benefits\fioiig a Change of Control;

(i) A demotion, a material reduction in Executivgiosition, responsibilities or duties or a mateddvers
change in Executive’substantive functional responsibilities or dyt@®vided, however, that in the event of a Chanig€ontrol, Executiv
will be deemed demoted and his position, respaiitg#si or duties materially reduced or his substenfunctional responsibilities or dut
materially adversely changed if Executive is napansible for at least substantially the same fandhat Executive had in the Company
to the Change of Control.

(iii) The relocation of Executive'work place for the Company to a location moratfiitly (50) miles fron
the current location of Executiveiwork place or a material adverse change in thé&ing conditions or established working hours whiehnsis
for a period of six continuous months; or

(iv) Any material breach of this Agreement by the Conypan

)] “ Highest Annual Salary” means Executive’ highest annual salary in any of the three yeaeseagling th
applicable date of determination, provided, howeteat if the Executive’s then effective annualasalwould be Executive’ highest annu
salary upon completion of the current year of smrvihen Highest Annual Salary shall mean Execistiveen effective annual salary.

() “ New Executive’ means an Executive who has served as an exectitiie €ompany for fewer than five ye:
Executives service to the Company as an executive will bl to begin upon the date of commencement of@amant as an Executi
Officer or upon the date of promotion to an ExeeitDfficer position. A New Executive will be firgligible for the benefits under tl
Agreement upon the completion of one year of catirs service as an Executive Officer of the Companjess the Board of Directors
Compensation Committee determines otherwise.

)] “ Performance Level means the pay out amounts (whether in cash or $tackds) based upon the satisfac
of one or more performance criteria as determinethé Board of Directors or Compensation Committee.

(m) “ Performance Stock Award means any Stock Award subject to vesting upon tttdemsement of ar
Performance Level regardless of the length of arfopmance period.

(n) “ Permanent Disability” means that:

0] The Executive has been incapacitated by bodilyrynppr disease so as to be prevented thereby
engaging in the performance of the Executive’sedjti

(i) Such total incapacity shall have continued for agokeof six consecutive months;
(iii) Such incapacity will, in the opinion of a qualifiptiysician, be permanent and continuous
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during the remainder of the Executive’s life; and
(iv) Such incapacity results in Executive’s SeparatiomfService.
(0) “ Prorated Portion” means a fraction the numerator of which is the nremab days in an applicable performa

period prior to such Executive’termination of employment and the denominatowbfch is the total number of days in an applic
performance period.

(p) “ Release of Claim§ means the release of claims required by Sectibafthis Agreement.

(@) “ Retention Stock Award means any Stock Award subject to vesting uponctirapletion of timebased vestir
criteria.

) “ Section 409 means Section 409A of the Code and the regulaiodsother guidance thereunder and any

law of similar effect.

(s) “ Senior Executivé’ means an Executive who has served continuously agecutive of the Company for at le
five years. Executive’ service to the Company as an executive will sl to begin upon the date of commencement ofeymant as &
Executive Officer or upon the date of promotionato Executive Officer position, unless the Boardakectors or Compensation Commit
determines otherwise.

® “ Separation from Servicé means a “separation from servicigt the purposes of Section 409A with respe
the Company.

(u) “ Stock Award” shall have the same meaning given to it in the 2BQuity Incentive Plan, as may be amer
from time to time.

(v) “ Termination of Employment means Executive’s Separation from Service thsilte from:
0] Any termination of employment of the Executive bg iCompany without Cause; or
(i) Any resignation by the Executive for Good Reason.

“Termination of Employmentshall not include any termination of the employmehthe Executive (a) by the Company for Cause;al)
result of Permanent Disability of the Executive) & a result of the death of the Executive; (dpasgsult of the voluntary termination
employment by the Executive for reasons other thaod Reason; or (e) a Termination Upon Change otrGb

(w) “ Termination Upon Change of Contrdl means Executive’s Separation from Service thsiilts from:

(i)  Any termination of the employment of the Exéeaitby the Company without Cause on or within ebgint (18
months after (i) the occurrence of a Change of @andr (ii) the date that the person serving athefEffective Date as Chief Executive Offi
of the Company ceases to serve in such office;or

(i)  Any resignation by the Executive for Good Reasothiwieighteen (18) months after (i) the occurreate
Change of Control or (ii) the date that the perserving as of the Effective Date as Chief Execu@ficer of the Company ceases to sen
such office.

“Termination Upon Change of Contrathall not include any termination of the employmeithe Executive (a) by the Company for Cause

as a result of the Permanent Disability of the Eixige; (c) as a result of the death of the Exeaytior (d) as a result of the volunt
termination of employment by the Executive for masother than Good Reason.

* k k% %
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EXHIBIT 10.5

POWER INTEGRATIONS, INC.
AMENDED AND RESTATED EXECUTIVE OFFICER BENEFITS AGR EEMENT

This Amended and Restated Executive Officer BenefitAgreement(the“Agreement”) is made and entered into as of May 1, -
(the “Effective Date” ), by and betweeiPower Integrations, Inc., a Delaware corporation, (theCompany”) and Clifford J. Walker (“
Executive”).

Recitals

A. Executive is an Executive Officer of the Camy and possesses valuable knowledge of the Comparyusiness and operatic
and the markets in which the Company competes.

B. The Company draws upon the knowledge, expeei@nd advice of Executive in order to managkutiness for the benefit of 1
Company’s stockholders.

C. The Board of Directors desires to supplenk&mcutives employment arrangements so as to provide additmmpensation ai
benefits to the Executive to encourage Executiveaiatinue to devote his attention and dedicatioth®o Company and to create additic
incentives to continue his employment with the Camp

D. The Company and Executive previously enténéol an Amended and Restated Executive OfficerdiemAgreement by ai
between the Company and Executive, dated May & 20&“Prior Agreement”).

E. The Company and Executive have agreed to dimed restate the Prior Agreement in its entirstget forth herein.

Agreement

Therefore, in consideration of the mutual agreements, covanant considerations contained herein, the underdifpereby agr
and acknowledge as follows:

1. The Prior Agreement is hereby amended andteskta its entirety and the parties hereby agretheaerms hereof, including 1
terms set forth on Exhibit A hereto. Pursuant tetidas 21(k) or 21(s) of Exhibit A hereto, Execuatighall first be eligible for the bene
under this Agreement upon the completion of onea yéacontinuous service as an Executive Officettef Company, unless the Boarc
Directors or Compensation Committee determinesrafise.

2. For the purposes of this Agreement th®ggtion Effective Date” shall mean the Effective Date unless this Agreenerr
amendment to an earlier agreement in which casé@yion Effective Dat€ shall mean April 26, 2002.

3. This Agreement may only be modified or ameniga supplemental written agreement signed by Bikerand the Company.

* k k% %




In Witness Whereof,the undersigned have executed thisended and Restated Executive Officer Benefits Agement,intending
to be legally bound as of the Effective Date.

COMPANY: Power Integrations, Inc.
By: /s/ Balu Balakrishnan
Name: Balu Balakrishnan
Title: President and CEO

EXECUTIVE: /s/ Clifford J. Walker
Clifford J. Walker

Address for Notice: Executive’s home addre
as reflected in the records of the Company




EXHIBIT A

TERMS OF AMENDED AND RESTATED
EXECUTIVE OFFICER BENEFITS AGREEMENT

1. Position and DutiesExecutive shall continue to be anvatl employee of the Company employed in his/herrent position ¢
his/her then current salary rate. Executive sHah &e entitled to continue to participate in aoddceive benefits on the same basis as
executive or senior staff members under any ofabmpany’s employebenefit plans as in effect from time to time. Id#idn, Executive she
be entitled to the benefits afforded to other erppés similarly situated under the Compangimployment policies. Executive agrees to de
the business time, energy and skill necessary éow® his/her duties at the Company. These dutial isclude, but not be limited to, 8
duties consistent with his/her position which mayassigned to Executive from time to time.

2. Acceleration of Vesting of Stock Awards Upom Change of Control. In the event of a Change of Control, and provittex
Executive’s employment with the Company has nohieated prior to such date, Executive shall betledtito the following benefits:

(a) All Retention Stock Awards granted by the Compamyhte Executive prior to the Change of Control khate
their vesting accelerated such that 25% of the therested shares subject to each Retention Stoeldiwill be deemed vested and exercis
or issuable as of the consummation of the Chang@auitrol. Notwithstanding the foregoing, if the @ga of Control does not require
assumption or substitution by the acquiring er(tityparent thereof) of all of the Compasybligations of the then outstanding Retentiorcl
Awards, then (i) if Executive is a New Executiv@%b of the then unvested shares subject to eaclReteStock Awards will be accelera
and deemed vested and exercisable prior to theuoamgtion of the Change of Control; or (ii) if Exéive is a Senior Executive, 100% of
then unvested shares subject to any Retention $taekds will be accelerated and deemed vested »ertisable prior to the consummatiol
the Change of Control. The shares vesting pursiaatitis Section 2(a) will be exercisable, issueccanverted and paid in accordance
Sections 2(c) and 20(a). Except as otherwise peavid the applicable award agreement, the portfoang unvested Retention Stock Aw
that is not assumed (or an appropriate substitytfomided) and that does not vest based on thisdbe2(a) will be forfeited by Executive a
will be of no further force or effect.

(b) All Performance Stock Awards granted by the Comptnthe Executive prior to the Change of Contralt
have their vesting accelerated immediately priocdnsummation of such Change of Control so tha?d 00 the then unvested shares wil
deemed vested at the applicable maximum achieRdalormance Level . The shares vesting pursuathigdSection 2(b) will be exercisak
issued or converted and paid in accordance witti®ec2(c) and 20(a).

(c) In the event of a Change of Control, the Compangiettakes to facilitate Executive'receipt of any of tt
benefits set forth in this Agreement by providingtten notice to Executive, at least ten (10) dimyadvance of the closing of such transac
which (i) indicates the anticipated timing and mi@leeconomic terms of the anticipated transactod (ii) references the Executigefights
under this Agreement. The Company shall also peagpropriate Stock Award exercise forms and iotns to assist Executive
exercising his or her rights to acquire securitiethe Company on or prior to the consummatiorhef€hange of Control. Executive is stror
encouraged to consult with his or her tax and foradvisor prior to electing to exercise any optpursuant to this Agreement.

3. Termination Upon Change of Control.

(a) Severance Benefitsin the event of the Executiv®Termination Upon Change of Control, Executiveldhaentitled ti
the following separation benefits:

0] Salary and Accrued Benefits. All salary and accrued but unused vacatiomeghthrough the date
Executive’s termination.

(i) Annual Performance Bonus.Payment of a Prorated Portion of the cash valuExafcutives Annua
Performance Bonus measured as of the date of tatiminfor the year in which such termination occurs

(iii) Expenses. Within fourteen (14) days of submission of p#p expense reports by the Execu
reimbursement by the Company for all expenses redidp and necessarily incurred by the Executivednnection with the business of
Company prior to his termination of employment.




(iv) Severance Payment

(1) if Executive is a New Executive, payment of an anmtaequal to six (6) months of Executige’
Highest Annual Salary from the Company and 50%hef ¢ash value of Executive’Annual Performance Bonus measured as of thead
termination at the applicable maximum achievablédPmance Level as in effect as of the date of decmination to be paid in a lump sum
the sixtieth (60") day following such termination as provided in &at 14; or

(2) if Executive is a Senior Executive, payment of amoant equal to (a) six (6) months
Executive’s Highest Annual Salary from the Companyg 50% of the cash value of Executs/&nnual Performance Bonus measured as ¢
date of termination at the applicable maximum adlide Performance Level as in effect as of the dagich termination to be paid in a lu
sum on the sixtieth (60) day following such termination as provided in 8@t 14 and (b) up to an additional six (6) montfi€Executives
Highest Annual Salary and 50% of such Annual Perforce Bonus measured as of the date of terminaticthe applicable maximt
achievable Performance Level, less applicable witlihg, shall be paid beginning six months aftemi@ation, subject to Section 14, in rate
monthly installments for six months or until Exegatsecures new employment, whichever occurs earlie

(v) Stock Awards.

(1) The ability to exercise any and all outstandingteg®ptions granted after the Option Effec
Date (and any vested options granted prior to thgo@ Effective Date but only to the extent thatlsiextension of exercisability would |
require the Company to incur a compensation exptndinancial statement purposes) for twelve (®)nths from the date of terminatior
employment.

(2 The vesting of all Stock Awards (to the extent s&thck Award does not also constitut
portion of Executives Annual Performance Bonus) granted by the Companthe Executive and outstanding immediately ptmrsucl
Termination Upon Change of Control shall have theisting accelerated, such that (i) if ExecutiveaidNew Executive, 50% of the tf
unvested shares subject to such Stock Award willdemed vested and exercisable as of the datemintgion of employment; or (ii)
Executive is a Senior Executive, 100% of the thewested shares subject to such Stock Award witldéemed vested and exercisable as ¢
date of termination of employment. Any shares wespiursuant to this Section 3(a)(v)(2) subject Reaformance Stock Award shall vest al
applicable maximum achievable Performance Levek $hares vesting pursuant to this Section 3(a){wy{l be issued in accordance w
Section 20(a). Except as otherwise provided inajhlicable Stock Award agreement, the portion of anvested Stock Award that does
vest based on this Section 3(a)(v)(2) will be fiefg by Executive and will be of no further forceedfect.

(b) Benefits Continuation.

(i) Inthe event of Executive Termination Upon Change of Control, Executivellgha entitled to elect continu
medical and dental insurance coverage in accordaithehe applicable provisions of the Consolida@uinibus Budget Reconciliation Act
1985, as amended, (“COBRA3nd the Company shall pay such COBRA premiums ijosiX (6) months from the date of terminatior
employment, if Executive is a New Executive; of fivelve (12) months from the date of terminatidremployment, if Executive is a Sen
Executive. Notwithstanding the above, in the e\Eexgcutive becomes eligible to be covered underrema@mployers group health plan (ott
than a plan which imposes a preexisting conditigralusion unless the preexisting condition exclusdwes not apply) during the per
provided for herein, the Company shall cease paywfghe COBRA premiums; and

(i)  Executive shall receive the benefits, if anyder the Compang'401(k) Plan and other Company benefit
to which he may be entitled pursuant to the terfreioh plans.

4. Termination of Employment.

(&) Severance Benefits In the event of the ExecutiwTermination of Employment, Executive shall beitlat to al
separation benefits provided in Section 3(a)(ipélary and Accrued Benefits’), Section 3(a)(ii) (“Annual Performance Bonus”) and 3(a)
(iii) (* Expenses’) above. In addition, Executive shall be entittedsix (6) months of Executive’Highest Annual Salary and 50% of the «
value of Executives Annual Performance Bonus at the applicable maxiraghievable Performance Level as in effect ahefdate of suc
termination, all less applicable withholding, paich lump sum within sixty (60) days of such teration as provided in Section 14.

(b) Performance Stock Awards




(i) A Prorated Portion of all shares subject to Perforoe Stock Awards granted to the Executive by the@an,
and outstanding prior to such Termination of Empient with a performance period greater than oney€by and granted other thar
connection with Executive’ Annual Performance Bonus shall vest at such Resfioce Level as determined by the Board of Directm
Compensation Committee on the date of such detetiom

(i)  Immediately prior to the consummation of any Chan§€ontrol to occur after ExecutiveTermination ¢
Employment, a Prorated Portion of Executsseutstanding Performance Stock Awards with a perdmce period greater than one (1) yeal
granted other than in connection with Execusv@nnual Performance Bonus will be deemed vestateafipplicable maximum achieva
Performance Level. The shares vesting pursuarttisoSection 4(b)(ii) will be exercisable, issuedconverted and paid in accordance !
Sections 2(c) and 20(a).

(c) Benefits Continuation.

(i) In the event of Executive’ Termination of Employment, Executive shall betksat to elect continued medi
and dental insurance coverage in accordance wétlapiplicable provisions of COBRA and the Comparsligtay such COBRA premiums -
six (6) months from the date of Termination of Eoyphent. Notwithstanding the above, in the eventdhiige becomes eligible to be cove
under another employargroup health plan (other than a plan which imp@sereexisting condition exclusion unless the yistiag conditior
exclusion does not apply) during the period prodittea herein, the Company shall cease paymenteo€C@BRA premiums; and

(i)  Executive shall receive the benefits, if any, uritter Companys 401(k) Plan and other Company benefit ¢
to which he may be entitled pursuant to the terfrsioh plans.

5. Retirement Benefits

(& In order to be eligible for the Retirement Bitsedescribed in Section 5(b) below, the Executivest meet both of tl
following criteria:

(i) At the time of Executive’termination of employment with the Company (oftiian in circumstances in wh
such termination (i) constitutes a termination withuse or (i) does not qualify as a SeparatiomfBervice), the Executive has (1) achie
the age of 50 and served the Company for at I&agears; or (2) achieved the age of 55 and sehe@bmpany for at least 10 years; provi
however, if such termination of employment also stitnites a Termination of Employment or a TermimatiUpon Change of Contr
Executive must elect within thirty (30) days of Buermination to receive either the benefits prediéh Section 3 or Section 4, as applicabl
the benefits provided in this Section 5; and

(i) At any time during which the Executive is reteg Retirement Benefits, the Executive shall nb} pe
employed or on contract full time by a third pafgxcluding a norprofit organization described in Section 501(cY§8)he Code) or (2) enga
in Competition. If the Executive engages in eitfigror (2), then all Retirement Benefits shall tarate immediately and permanently.

(b) If both conditions in Sections 5(a)(i) and 5(a)&love are satisfied, the Executive shall be extitbubject to Secti
14, to receive the following Retirement Benefits”

(i) Option Exercisability. The ability to exercise any and all options grardaéeér the Option Effective Date (e
any options granted prior to the Option Effectivat®but only to the extent that such extensiorxefasability would not require the Comp:
to incur a compensation expense for financial siaté purposes) to the extent such options are dvemteof the date of termination
employment for the earlier of: (i) the term of #yation, (ii) the termination of the option in comtien with any Change of Control, or (iii) fi
years;

(i) Performance Stock Awards.The benefits provided under Section 4(bP€rformance Stock Awards”); and

(i) Medical and Dental Coverage. The Company shall pay the Executwehedical and dental premiums u
the Executive achieves the age of Medicare eligybiland additionally, if the Executive’medical and dental coverage on the da
termination included the Executiwdependents, the premiums of such dependentsthmmtitxecutive achieves the age of Medicare eliyjl
as follows:

(A) COBRA Continuation Coverage. Upon the termination of Executiveactive employment with t
Company, Executive shall be entitled to elect cordd medical and dental insurance coverage in danoe
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with the applicable provisions of COBRA and the Qamy shall pay such COBRA premiums.

(B) Coverage After COBRA & Prior to Medicare Eligibility . In the event the Executive is not eligi
for Medicare coverage at the end of his maximumliegiple COBRA coverage period, then, the Execusiiall identify and locate either
both an individual conversion policy through theurer providing insurance coverage in connecticth Wie Company sponsored medical
dental plans available to active employees (ti@otversion Policy’), and/or a supplemental individual policy or an indial policy on th
open market (the Individual Policy ") to be effective upon the termination of his COBR#tinuation coverage so that, when the covel
for Executive provided by the Conversion Policy /andhe Individual Policy are combined, such coges provide substantially simi
medical and dental benefits in the aggregate asetpmvided under the medical and dental plansssped by the Company at such time, «
any time after the termination of Executive’'s enyphent, for active employees (theComparable Coveragé). The Company shall |
responsible for the payment of any Conversion Kofi;emiums and/or Individual Policy premiums foetiEomparable Coverage wh
payment shall not exceed the cost of premiums fedioal and dental coverage for then active emplayié&xecutive is at such time eligible
participate under the Company Plans, Executivelwlentitled to so participate.

(C) Coverage After COBRA & Upon Medicare Eligibiity . In the event the Executive is eligible
Medicare coverage at the end of his maximum appkc€OBRA coverage period, the Executive may idgréind locate a Medica
supplemental policy, which may include, to the akfgermitted, the medical and dental plans spoxsbyehe Company at such time for ac
employees (the “Company Plansthat, when combined with the coverage provided Bdidare, provides Comparable Coverage. If Exec
is at such time eligible to participate under th@many Plans, Executive will be entitled to so ipgrate; provided that Executive shall
solely responsible for the payment of any Medigaremiums and/or Medical supplemental policy prensuior the Comparable Cover:
(including, if applicable, any premiums under thengpany Plans).

(D) Taxes, Coverage The Executive shall be responsible for any takes may be attributable to
result from the payments made by the Company inrdemce with this Section 5(b)(iii) or receipt oédical and dental benefits attributabl
or result from such payments. Notwithstanding S®&ch(b)(iii)(A) or (B), in the event Executive beues eligible to be covered under anc
employers group health plan (other than a plan which impas@reexisting condition exclusion to the extesringssible by law, unless t
preexisting condition exclusion does not apply)iniyithe period provided for herein, the Companylistease payment of any premiums.
Company will use commercially reasonable effortptovide that Executive will continue to be eligilbior coverage as provided under
Section 5(b)(iii) under the Company Plans, unlé&s Board of Directors or Compensation Committeerenes that such coverage wc
create an undue burden on the Company.

6. Termination of Employment due to Death or Pananent Disability .

(&) Inthe event of (i) the Executiviedeath during his employment with the Companytaed=xecutive having satisfied
criteria provided at Section 5(a)(i) as of or priorthe date of his death or (ii) the Executsveleath during the period while Executive
receiving Retirement Benefits as a result of coamle with the criteria provided at Section 5(ayfi)d 5(a)(ii), (1) the Executive’lega
representative or any person empowered to act®hdtialf under his will or under the then appliedalws of descent and distribution shal
entitled to the benefits pursuant to Section 5)Ifj(Dption Exercisability ) and Section 5(b)(ii) (Performance Stock Awards”) and (2) th
Executive’s dependents, to the extent applicaltiall ¥e entitled to the benefits pursuant to Sec¢b)(iii)(A)-(D) (* Medical and Denta
Coverage”) for that period of time until the Executive walihave achieved the age of Medicare eligibilitthé# Executive had lived.

(b) In the event of the Executive’Permanent Disability during his employment witke tCompany and the Execul
having satisfied the criteria provided at Sectiqn)6), the Executive, and to the extent applicablis dependents, shall be entitled to
benefits provided in Section 5(b)(i) Option Exercisability” ), Section 5(b)(ii) (“Performance Stock Awards”) and 5(b)(iii)(A)-(D) (*
Medical and Dental Coverage”).

7. Payment of Taxes All payments made to Executive under this Agreetrshall be subject to all applicable federal atate
income, employment and payroll taxes, includingxathholding taxes.

8. Parachute Payment Executive is strongly encouraged to review thiéowang provision and consult with his or her tamd
financial advisor concerning the application of gugrsonal tax consequences related to any payrpemigled for under this Agreement «
the following provision. In the event that any bétpayments and benefits provided for in this Agreet or otherwise payable to the Exect
(a “ 280G Payment) would (i) constitute a “parachute paymenmtithin the meaning of Section 280G of the Code, @indbut for this sentenc
be subject to the excise tax imposed by Sectio® 498%he Code (the Excise Tax"), then any such 280G Payment pursuant to this Agret
(a “ Payment”) shall be equal to the Reduced Amount. THeetluced Amount shall be either (i) the largest portion of the Payptrthat woul
result in no portion of the




Payment (after reduction) being subject to the &xdiax or (ii) the largest portion, up to and idéhg the total, of the Payment, whiche
amount (i.e., the amount determined by clauser(hyoclause (ii)), after taking into account allpfipable federal, state and local employn
taxes, income taxes, and the Excise Tax (all coatpat the highest applicable marginal rate), resalthe receipt by Executive, on an aftizx-
basis, of the greater economic benefit notwithgtamthat all or some portion of the Payment magblgject to the Excise Tax. If a reductio
a Payment is required pursuant to the precedintesea and the Reduced Amount is determined purdoanlause (x) of the preced
sentence, the reduction shall occur in the marther‘(Reduction Method’) that results in the greatest economic benefit fardgtive. If mor
than one method of reduction will result in the sa@economic benefit, the items so reduced will likiced pro rata (the Pro Rata Reductio
Method ”). Notwithstanding the foregoing, if the Reduction kted or the Pro Rata Reduction Method would resultiy portion of th
Payment being subject to taxes pursuant to Sedfi®A that would not otherwise be subject to taxessypant to Section 409A, then
Reduction Method and/or the Pro Rata Reduction bteths the case may be, shall be modified so agdial the imposition of taxes pursu
to Section 409A as follows: (A) as a first priorithe modification shall preserve to the greatestrg possible, the greatest economic be
for Executive as determined on an afi®x-basis; (B) as a second priority, Paymentsdhatontingent on future events (e.g., being teater
without cause), shall be reduced (or eliminatedpisePayments that are not contingent on futurenisyend (C) as a third priority, Payme
that are “deferred compensatiowithin the meaning of Section 409A shall be redufmdeliminated) before Payments that are not def
compensation within the meaning of Section 409AleSs the Company and the Executive otherwise aigreeriting, any determinatic
required under this Section 8 shall be made iningriby independent public accountants appointetheyCompany and reasonably accept
to the Executive (the Accountants”), whose determination shall be conclusive and bindipgn the Executive and the Company fo
purposes. The Company shall bear all costs the uxteats may reasonably incur in connection witthsietermination, and the Company
the Executive shall furnish to the Accountants smbrmation and documents as the Accountants reaganably request in order to mal
determination under this Section 8.

9. Exclusive Remedy The payments and benefits provided for in SecBipBection 4, Section 5 or Section 15 shall ctutstithe
Executives sole and exclusive remedy for any alleged inpiryother damages arising out of the cessation efetimployment relationst
between the Executive and the Company. The paggeto agree that irreparable damage would occanyf of the provisions of tt
Agreement were not performed in accordance witbdtspecific terms or were otherwise breached.dt@®rdingly agreed that the parties ¢
be entitled to enforce specifically the terms amaljsions hereof, this being in addition to anyesthemedy to which they are entitled at lax

in equity.

10. Proprietary and Confidential Information . The Executive agrees to continue to abide byté¢hes and conditions of a
Company’s confidentiality and/or proprietary riglaggreement between the Executive and the Company.

11. Arbitration . Any claim, dispute or controversy arising outlif Agreement, the interpretation, validity or @mceability of thi:
Agreement or the alleged breach thereof shall bengted by the parties to binding arbitration bg #hmerican Arbitration Association in &
Jose, California or elsewhere by mutual agreemBmé selection of the arbitrator and the arbitratppncedure shall be governed by
Commercial Arbitration Rules of the American Arhtibn Association. All costs and expenses of abin or litigation, including but n
limited to reasonable attorneys fees and othersa@stsonably incurred by the Executive, shall bd ps the Company. Judgment may
entered on the award of the arbitration in any thaving jurisdiction.

12. Interpretation . Executive and the Company agree that this Agreestall be interpreted in accordance with and goee b
the laws of the State of California, without regivduch state’s conflict of laws rules.

13. Conflict in Benefits. This Agreement shall supersede all prior arrareyes) whether written or oral, and understanc
regarding the subject matter of this Agreement. th® extent Executive is entitled to severance derotbenefits upon termination
employment under this Agreement and any other aggag including any change in control agreemengreqt into by the Company and
Executive, entered into prior to the Effective Datee benefits payable under this Agreement shalessede and replace any other :
agreement. However, this Agreement is not intertdesihd shall not affect, limit or terminate (i) aplans, programs, or arrangements o
Company that are regularly made available to aifsigmt number of employees of the Company, (i§ @ompanys equity incentive plans, (i
any agreement or arrangement with the Executiviehs been reduced to writing and which does Hated¢o the subject matter hereof, or
any agreements or arrangements hereafter entdcellyithe parties in writing, except as otherwigpressly provided herein.

14. Release of ClaimsExecutive shall receive the severance benefith@Retirement Benefits pursuant to this Agreenoaihy if
Executive executes and returns to the Company,jmitie applicable time period set forth therein buho event more than sixty (60) d
following the date of Executive’'s Separation fromndce, a release of claims (théRélease of Claims) in favor of the Company in a fol
reasonably satisfactory to the Company, and pesuith Release of Claims to become effective inraecae with its terms on or prior to s
sixtieth day (the ‘Release Agreement Deadlirig If the Release of Claims

5




does not become effective by the Release Agreebeadline, the Executive will forfeit any right texerance benefits or Retirement Ben
pursuant to this Agreement. Regardless of whetherRelease of Claims becomes effective prior toRbkase Agreement Deadline,

severance benefits or Retirement Benefits payatibe @ the Release Agreement Deadline shall bd paithe Release Agreement Dead
with the remainder of the payments to be made igiafly scheduled. Except to the minimum exterattthayments must be delayed purs
to Section 20(c) because Executive is a “speciiegloyee’or until the effectiveness (or deemed effectivepesthe Release of Claims,
amounts will be paid as soon as practicable inra@ege with the Company’s normal payroll practitwing Executives Separation fro
Service. Notwithstanding the foregoing, the Releas€laims shall not be construed to waive any trighindemnification or contributic
otherwise available to Executive under law or ruésorporate governance with respect to claimshliygl parties for actions or omissions
Executive’s role as an officer of the Company.

15. Successors and Assigns

(&) Successors of the Company The Company will require any successor or asggnether direct or indirect, |
purchase, merger, consolidation or otherwise) ltoratubstantially all of the business and/or assétthe Company, expressly, absolutely
unconditionally to assume and agree to performAlgieement in the same manner and to the sametektgrthe Company would be requi
to perform it if no such succession or assignmeuwt taken place. Failure of the Company to obtagh sigreement prior to the effectivenes
any such succession transaction shall be a brdatiiscAgreement and shall entitle the Executiveéetaninate his or her employment with
Company within three (3) months thereafter ancet®ive the benefits provided under Section 3 af Agreement in the event of a Termina
Upon Change of Control; provided, however, thas(igh termination of employment must be a Separdtam Service and (ii) the Execut
must deliver a Release of Claims as provided irti@ed4. As used in this Agreement, “Comparsyiall mean the Company as defined al
and any successor or assign to its business aasets as aforesaid which executes and deliveimgtieement provided for in this Sectior
or which otherwise becomes bound by all the temusp@ovisions of this Agreement by operation of.law

(b) Heirs of Executive. This Agreement shall inure to the benefit of dedenforceable by the Executisgdersonal ar
legal representatives, executors, administratoxgessors, heirs, distributees, devisees and kgate

16. Notices For purposes of this Agreement, notices andthBrocommunications provided for in the Agreemdralisbe in writing
and shall be deemed to have been duly given whéwedsd or mailed by United States registered maiturn receipt requested, post
prepaid, as follows:

if to the Company:
Power Integrations, Inc.
5245 Hellyer Avenue
San Jose, California 95138
Attn: Chief Executive Officer or Chief Financial fixfer

and if to the Executive, at the address specifiethis Agreement. Notice may also be given at satbler address as either party may |
furnished to the other in writing in accordancedwéth, except that notices of change of addresk Isa&ffective only upon receipt.

17. No Representations Executive acknowledges that he/she is not relgng has not relied on any promise, representati
statement made by or on behalf of the Company wikiciot set forth in this Agreement.

18. Validity . If any one or more of the provisions (or any pdmtreof) of this Agreement shall be held invalitegal ot
unenforceable in any respect, the validity, legadihd enforceability of the remaining provisions émy part thereof) shall not in any way
affected or impaired thereby.

19. Consultation with Legal and Financial Adviscs . Executive acknowledges that his Agreement cordignsificant legal right:
and may also involve the waiver of rights undereotagreements; that the Company has encourageditiweeto consult with Executive’
personal legal and financial advisers; and thatcHtcee has had adequate time to consult with Exeest advisers before signing t
Agreement.

20. Application of Section 409A and Other Limitéions. Executive is strongly encouraged to review theofglhg provisions ar
consult with his or her tax and financial advisoncerning the application of any personal tax cqneaces related to any payments prov
for under this Agreement and the following proviso

(@) If any Stock Award (other than stock optione}ting pursuant to Section 2(a), Section 2(b),i&ect
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3(a)(v)(2) or Section 4(b)(ii):

(i) does not constitute “deferred compensatisithin the meaning of Section 409A, the sharesinggtursuant t
such events will be issued (1) in respect of Sacki@), Section 2(b) and Section 4(b)(ii) immediatgior to the consummation of the Cha
of Control, and (2) in respect of Section 3(a)(¥)2 the sixtieth (60") day following the Termination Upon Change of Gohtas furthe
provided in Section 14 hereof.

(i) does constitute “deferred compensatiovithin the meaning of Section 409A, the sharesinggpursuant t
such events will be issued (1) in respect of Sac®i@), Section 2(b) and Section 4(b)(ii) immediafgior to the Change of Control, provic
such payment can be made without adverse persaxalonsequences to the Executive, or else the shasting pursuant to Section 2
Section 2(b) and Section 4(b)(ii) will be convertiio the same consideration received by the heladdérthe Compang common stoc
pursuant to the Change of Control, and such coredide will be issued in accordance with the delvechedule for such Stock Award in ef
immediately prior to the Change of Control andi(Rjespect of Section 3(a)(v)(2) will be issuedattordance with the delivery schedule
such Stock Award in effect immediately prior to thermination Upon Change of Control.

(b) Extension of Stock Option Exercise PeriodNotwithstanding anything to the contrary in thisr@gment, in the eve
any extended exercise period provided for in thise®ment shall result in a portion of a stock apfi@coming subject to the provision:
Section 409A, the extended exercise period of qumttion of such stock option shall be automaticalhortened by the minimum ext
necessary to prevent such portion of such optiomfbecoming subject to Section 409A. In no evedlt aviy provisions in this Agreeme
providing for an extended exercise period resuthaextension of the exercise period of any stition beyond the maximum permitted t
of such stock option as provided under the applécaluity incentive plan and stock option awardeagrent in effect for such stock opti
assuming for the purposes of this Section 20(enaination of Executive’s employment with the Canp.

(c) Other Benefits. Notwithstanding anything to the contrary hereire flollowing provisions apply to the extent i
benefits (“Benefits”) provided herein other than those described in 8&e@0(b) are subject to Section 409A: (A) The Bésefre intended
qualify for an exemption from application of Sectid09A or comply with the requirements of Secti@9A to the extent necessary to a\
adverse personal tax consequences under Sectidn 408 any ambiguities herein shall be interpretecbrdingly. (B) Benefits contingent o
termination of employment shall not commence uBxécutive has a Separation from Service. (C) Eastailment of a Benefit is a sepal
“payment” for purposes of Treas. Reg. Section 1M4Q2&b)(2)(i). (D) Each Benefit is intended to satishe exemptions from application
Section 409A provided under Treasury Regulationsti®es 1.409A-1(b)(4), 1.409A-1(b)(5) and 1.40985)(9) to the maximum exte
available. However, if such exemptions are notlabé and Executive is, upon Executive’s Separafiom Service, a “specified employee”
for the purposes of Section 409A, then, solelyh® éxtent necessary to avoid adverse personaldiasequences under Section 409A,
timing of the Benefit payments otherwise payablermto such date shall be delayed until the eadfefx) six (6) months and one day a
Executive’s Separation from Service, or (y) Exeeis death, and any payments otherwise scheduledntade after such date shall be pai
originally scheduled. (E) To the extent that anynf®irsements payable to Executive pursuant to @e8tja)(iii) are subject to the provision:
Section 409A, the following provisions will apply iaddition to the provisions of any applicable exgee reimbursement policy: (a) to
eligible to obtain reimbursement for such expertsascutive must submit expense reports within 45ddter the expense is incurred, (b)
such reimbursements will be paid no later thareimdier of (x) thirty (30) days after the date Extiee submits receipts for the expenses ¢
December 31 of the year following the year in whith expense was incurred, (c) the amount of exgsemrsmbursed in one year will not afi
the amount eligible for reimbursement in any subseg year, and (d) the right to reimbursement unlisr Agreement will not be subject
liquidation or exchange for another benefit.

(d) Payment of Health Care Benefits.Notwithstanding anything to the contrary set fottkrein, if the Compar
determines, in its sole discretion, that it canmaivide the COBRA premium, Conversion Policy premjundividual Policy premium, or oth
medical and dental coverage premiums (togethet Health Care Benefits') contemplated under this Agreement without potegtiakurring
financial costs or penalties under applicable lawlgding, without limitation, Section 2716 of thRublic Health Service Act), the Comp:
shall in lieu thereof pay Executive a taxable castount, which payment shall be made regardlesshettver Executive or Executivetligible
family members elect health care continuation cager(the “Health Care Benefit Payment). Subject to any further delay in paym
required by Section 14 of this Agreement, the He@lire Benefit Payment shall be paid in monthlyaiiments on the same schedule that
amounts would otherwise have been paid to the émsiihe Health Care Benefit Payment shall be etpuéh) the amount that the Comp
would have otherwise paid to provide the HealtheCRenefits for the duration of the applicable samee period (which amount shall
calculated based on the premium for the first maftboverage), plus (b) an additional amount sinet &after payment of all taxes, Execu
retains an amount equal to the Compangggregate cost of otherwise providing the He@léine Benefits. For purposes of calculating
“additional amount” in clause (b) of the precedssntence, Executive shall be deemed to have: pdatdl income
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taxes at the highest marginal rate of federal ire@amd employment taxation for the calendar yeavtiith the Health Care Benefit Paymer
to be made, and paid applicable state and locahilectaxes at the highest rate of taxation for #lermlar year in which the Health Care Bel
Payment is to be made, net of the maximum redudtidederal income taxes which could be obtainenfdeduction of such state and Ic
taxes.

21. Definitions. As used in this Agreement, unless the contextiireg a different meaning, the following terms &lgve thi
meanings set forth herein:

(&) “2007 Equity Incentive Plari means that certain 2007 Equity Incentive Plannasraled, as originally adopted by
Board of Directors on September 10, 2007, and angessor plan thereto.

(b) * Annual Performance Bonus' means the Executive’current annual performance incentive bonus aafigicabli
maximum achievable Performance Level, whether stingi of cash or Stock Awards, as determined by Board of Directors ¢
Compensation Committee on an annual basis.

(c) “Cause’ means:

(i) A material act of theft, dishonesty, fraud, intengal falsification of any employment or Companyamwts or th
commission of any criminal act which impairs Exéeels ability to perform his/her duties under tligreement;

(i) A material improper disclosure of the Companyonfidential, business or proprietary informatiby
Executive;

(i)  Any action by Executive intentionally causing orpegted to cause material harm to the reputatior
standing of the Company, or gross negligence offulimisconduct in the performance of Executwedssigned duties (but not m
unsatisfactory performance); or

(iv) The Executives conviction (including any plea of guilty or notmntendere) for a felony causing mate
harm to the reputation and standing of the Compasiyletermined by the Company in good faith.

(d) “ Change of Control’ means:

(i) Any “ person” (as such term is used in Sections 13(d) and 14(theoSecurities Exchange Act of 1934
amended (the “Exchange Act”yther than a trustee or other fiduciary holdingusites of the Company under an employee benedi pif the
Company becomes the “beneficial owner” (as definddule 13d3 promulgated under the Exchange Act), directlindirectly, of securities «
the Company representing 50% or more of (A) thetantling shares of common stock of the Companypthe combined voting power
the Company'’s then-outstanding securities;

(i) The Company is party to a merger or consolaativhich results in the holders of voting secusitadf the
Company outstanding immediately prior thereto figjlto continue to represent (either by remainintstamding or by being converted i
voting securities of the surviving entity) at le&8% of the combined voting power of the votingwsé®s of the Company or such surviv
entity outstanding immediately after such mergezansolidation;

(i)  There occurs a change in the Board of Directoth@fCompany within a twgear period, as a result of wh
fewer than a majority of the Directors are Incunth@imectors. For purposes of this Agreement, arttimbent Directoris any director who
either:

(A) Adirector of the Company as of January 1, 2013

(B) A director who is elected or nominated for electiorthe Board of Directors of the Company with
affirmative votes of at least a majority of the dntbent Directors at the time of such election animation (but shall not include an individ
whose election or nomination is in connection vaithactual or threatened proxy contest relatinpeéoeiection of directors to the Company).

(iv) The sale or disposition of 50% or more of the Conyp@assets (or consummation of any transaction h
similar effect); or

(v) The dissolution or liquidation of the Company.
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(e) “Code” means the Internal Revenue Code of 1986, as aetend

(H “ Company” shall mean Power Integrations, Inc., and followan@€hange of Control, any successor or assign
business and/or assets that agrees or otherwisenkedound by all the terms and provisions of Algireement by operation of law.

(g) “ Competition” shall mean rendering services for any organizatioengaging in any business directly compet
with the Company or materially contrary or harntfuthe interests of the Company, including, butlimtted to (i) accepting employment wi
or serving as a consultant, advisor or in any ottagracity to, the division or other portion of thasiness of any employer which comp
directly with the Company; (ii) materially actingy@nst the interest of the Company or (iii) perdigneecruiting, directly or indirectly, ar
person who is then an employee of the Company.

(h) “ Executive Officer” means any employee of the Company designated auntdxe officer by the Board of Directors
Compensation Committee.

(i) “ Good Reasori means the occurrence of any of the following dtads, without Executives written consent, whi
condition(s) remain(s) in effect 20 days after teritnotice to the Board of Directors from Execuidfesuch condition(s), if such notice is gi
within one year of the occurrence of such cond{B@n

(i) A material decrease or planned decrease inufixets annual salary, the cash value of Execusivehnua
Performance Bonus or employee benefits followir@hange of Control;

(i) A demotion, a material reduction in Executwgosition, responsibilities or duties or a materg@vers
change in Executive’substantive functional responsibilities or dyt@®vided, however, that in the event of a Chanig€ontrol, Executiv
will be deemed demoted and his position, respaiit#si or duties materially reduced or his substenfunctional responsibilities or dut
materially adversely changed if Executive is napansible for at least substantially the same fandhat Executive had in the Company
to the Change of Control.

(i)  The relocation of Executive’'work place for the Company to a location morentfifty (50) miles from th
current location of Executive’'work place or a material adverse change in tivking conditions or established working hours whiehsist fo
a period of six continuous months; or

(iv)  Any material breach of this Agreement by the Conypan

() “ Highest Annual Salary’” means Executives highest annual salary in any of the three yemsagling the applicak
date of determination, provided, however, thahd Executive’s then effective annual salary wowddBxecutives highest annual salary ug
completion of the current year of service, thenhagf Annual Salary shall mean Executive’'s thencéffe annual salary.

(k) “ New Executive” means an Executive who has served as an exectititree Company for fewer than five ye:
Executives service to the Company as an executive will bl to begin upon the date of commencement of@amant as an Executi
Officer or upon the date of promotion to an ExeeitDfficer position. A New Executive will be firgligible for the benefits under tl
Agreement upon the completion of one year of catirs service as an Executive Officer of the Companjess the Board of Directors
Compensation Committee determines otherwise.

() “ Performance Level means the pay out amounts (whether in cash or $teckds) based upon the satisfaction of
or more performance criteria as determined by thar& of Directors or Compensation Committee.

(m) “ Performance Stock Award means any Stock Award subject to vesting upon tiéegement of any Performar
Level regardless of the length of any performarexéopl.

(n) “Permanent Disability’ means that:

(i) The Executive has been incapacitated by badjlyy or disease so as to be prevented therely éngaging i
the performance of the Executive’s duties;

(i)  Such total incapacity shall have continuedsf@eriod of six consecutive months;




(iii) Such incapacity will, in the opinion of a qtigd physician, be permanent and continuous duths
remainder of the Executive’s life; and

(iv)  Such incapacity results in Executive’s Separefiom Service.
(o) *“ Prorated Portion” means a fraction the numerator of which is the remalb days in an applicable performance pe

prior to such Executive’ termination of employment and the denominatowbich is the total number of days in an applicgi@eformanc
period.

(p) “Release of Claimé means the release of claims required by Sectbofthis Agreement.

(@) “ Retention Stock Award means any Stock Award subject to vesting upon dbmpletion of timebased vestir
criteria.

() “ Section 409A’" means Section 409A of the Code and the regulatiodsother guidance thereunder and any stat

of similar effect.

(s) “ Senior Executiveé’ means an Executive who has served continuously axecutive of the Company for at least
years. Executiv's service to the Company as an executive will begl to begin upon the date of commencement of ammant as ¢
Executive Officer or upon the date of promotionato Executive Officer position, unless the Boardakectors or Compensation Commit
determines otherwise.

(t) “ Separation from Servicé means a “separation from servicigtr the purposes of Section 409A with respect &
Company.

(u) “ Stock Award” shall have the same meaning given to it in the 2Buity Incentive Plan, as may be amended
time to time.

(v) “Termination of Employment means Executive’s Separation from Service thstlte from:

(i) Any termination of employment of the Executlwethe Company without Cause; or

(i)  Any resignation by the Executive for Good Reaso
“Termination of Employmentshall not include any termination of the employmehthe Executive (a) by the Company for Cause;al)
result of Permanent Disability of the Executive) & a result of the death of the Executive; (dpasgsult of the voluntary termination
employment by the Executive for reasons other thaod Reason; or (e) a Termination Upon Change otrGb

(w)  “ Termination Upon Change of Contrdl means Executive’s Separation from Service thsiilts from:

(i) Any termination of the employment of the Executbyethe Company without Cause on or within eightée3)
months after (i) the occurrence of a Change of @andr (ii) the date that the person serving athefEffective Date as Chief Executive Offi
of the Company ceases to serve in such office; or

(i)  Any resignation by the Executive for Good Reasdthin eighteen (18) months after (i) the occooe of :
Change of Control or (ii) the date that the perserving as of the Effective Date as Chief Execu@ficer of the Company ceases to sen
such office.

“Termination Upon Change of Contrathall not include any termination of the employmeithe Executive (a) by the Company for Cause

as a result of the Permanent Disability of the Eixige; (c) as a result of the death of the Exeaytior (d) as a result of the volunt
termination of employment by the Executive for masother than Good Reason.

* k k% %
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EXHIBIT 10.6

POWER INTEGRATIONS, INC.
AMENDED AND RESTATED EXECUTIVE OFFICER BENEFITS AGR EEMENT

This Amended and Restated Executive Officer BenefitAgreement(the“Agreement”) is made and entered into as of May 1, ¢
(the “Effective Date” ), by and betweeRower Integrations, Inc., a Delaware corporation, (theCompany”) and Doug Bailey (“Executive

H) .
Recitals

A. Executive is an Executive Officer of the Camy and possesses valuable knowledge of the Comparyusiness and operatic
and the markets in which the Company competes.

B. The Company draws upon the knowledge, expeei@nd advice of Executive in order to managkutiness for the benefit of 1
Company’s stockholders.

C. The Board of Directors desires to supplenk&mcutives employment arrangements so as to provide additmmpensation ai
benefits to the Executive to encourage Executiveaiatinue to devote his attention and dedicatioth®d Company and to create additic
incentives to continue his employment with the Camp

D. The Company and Executive previously enténéol an Amended and Restated Executive OfficerdiemAgreement by ai
between the Company and Executive, dated May & 20&“Prior Agreement”).

E. The Company and Executive have agreed to dimed restate the Prior Agreement in its entirstget forth herein.

Agreement

Therefore, in consideration of the mutual agreements, covanant considerations contained herein, the underdifpereby agr
and acknowledge as follows:

1. The Prior Agreement is hereby amended and resiratiésl entirety and the parties hereby agree tag¢has hereof, including t
terms set forth on Exhibit A hereto. Pursuant tetidas 21(k) or 21(s) of Exhibit A hereto, Execuatighall first be eligible for the bene
under this Agreement upon the completion of onea yéacontinuous service as an Executive Officettef Company, unless the Boarc
Directors or Compensation Committee determinesrafise.

2. For the purposes of this Agreement th®ygtion Effective Date” shall mean the Effective Date unless this Agreenerr
amendment to an earlier agreement in which casé@pion Effective Daté' shall mean August 8, 2007.

3. This Agreement may only be modified or ameniga supplemental written agreement signed by Bikerand the Company.

* k k% %




In Witness Whereof,the undersigned have executed thisended and Restated Executive Officer Benefits Agement,intending
to be legally bound as of the Effective Date.

COMPANY: Power Integrations, Inc.
By: /s/ Balu Balakrishnan
Name: Balu Balakrishnan
Title: President and CEO

EXECUTIVE: /sl Doug Bailey
Doug Bailey

Address for Notice: Executive’s home addre
as reflected in the records of the Company




EXHIBIT A

TERMS OF AMENDED AND RESTATED
EXECUTIVE OFFICER BENEFITS AGREEMENT

1. Position and DutiesExecutive shall continue to be anvatl employee of the Company employed in his/herrent position ¢
his/her then current salary rate. Executive sHah &e entitled to continue to participate in aoddceive benefits on the same basis as
executive or senior staff members under any ofbmpanys employee benefit plans as in effect from timértee. In addition, Executive sh
be entitled to the benefits afforded to other erppés similarly situated under the Compangimployment policies. Executive agrees to de
the business time, energy and skill necessary éow® his/her duties at the Company. These dutial isclude, but not be limited to, 8
duties consistent with his/her position which mayassigned to Executive from time to time.

2. Acceleration of Vesting of Stock Awards Upom Change of Control. In the event of a Change of Control, and provittex
Executive’s employment with the Company has nohieated prior to such date, Executive shall betledtito the following benefits:

(a) All Retention Stock Awards granted by the Compamyhie Executive prior to the Change of Control khale thei
vesting accelerated such that 25% of the then tedeshares subject to each Retention Stock Awalldberideemed vested and exercisab
issuable as of the consummation of the Change aitrGlo Notwithstanding the foregoing, if the Change Control does not require 1
assumption or substitution by the acquiring er(tityparent thereof) of all of the Compasybligations of the then outstanding Retentiorcl
Awards, then (i) if Executive is a New Executiv@%b of the then unvested shares subject to eaclReteStock Awards will be accelera
and deemed vested and exercisable prior to theuoamgtion of the Change of Control; or (ii) if Exéive is a Senior Executive, 100% of
then unvested shares subject to any Retention $taekds will be accelerated and deemed vested »ertisable prior to the consummatiol
the Change of Control. The shares vesting pursiaatitis Section 2(a) will be exercisable, issueccanverted and paid in accordance
Sections 2(c) and 20(a). Except as otherwise peavid the applicable award agreement, the portfoang unvested Retention Stock Aw
that is not assumed (or an appropriate substitytfomided) and that does not vest based on thisdbe2(a) will be forfeited by Executive a
will be of no further force or effect.

(b) All Performance Stock Awards granted by the @any to the Executive prior to the Change of Cdrghall have the
vesting accelerated immediately prior to consumamatf such Change of Control so that 100% of tlen thnvested shares will be deel
vested at the applicable maximum achievable Pedoom Level . The shares vesting pursuant to thasde2(b) will be exercisable, issuec
converted and paid in accordance with Sections&{d)20(a).

(c) Inthe event of a Change of Control, the Comypamdertakes to facilitate Executigefeceipt of any of the benefits
forth in this Agreement by providing written notite Executive, at least ten (10) days in advanciefclosing of such transaction, whict
indicates the anticipated timing and material ecoicaerms of the anticipated transaction and éferences the Executivetights under th
Agreement. The Company shall also provide appripBaock Award exercise forms and instructionsssist Executive in exercising his or
rights to acquire securities of the Company on riorgo the consummation of the Change of ContEolecutive is strongly encouragec
consult with his or her tax and financial advisdopto electing to exercise any option pursuarthie Agreement.

3. Termination Upon Change of Control.

(a) Severance Benefitsin the event of the Executiv®Termination Upon Change of Control, Executiveldhaentitled ti
the following separation benefits:

(i) Salary and Accrued Benefits. All salary and accrued but unused vacatiomezhrthrough the date
Executive’s termination.

(i)  Annual Performance Bonus. Payment of a Prorated Portion of the cash valueExdcutives Annua
Performance Bonus measured as of the date of tatiminfor the year in which such termination occurs

(i) Expenses. Within fourteen (14) days of submission of ggp expense reports by the Execu
reimbursement by the Company for all expenses redidp and necessarily incurred by the Executivednnection with the business of
Company prior to his termination of employment.




(iv) Severance Payment

(1) if Executive is a New Executive, payment ofaamount equal to six (6) months of Executs/élighes
Annual Salary from the Company and 50% of the cadbe of Executives Annual Performance Bonus measured as of theofla¢éeminatior
at the applicable maximum achievable PerformanaelL&s in effect as of the date of such terminat@mhe paid in a lump sum on the sixt
(60™) day following such termination as provided in &&t 14; or

(2) if Executive is a Senior Executive, paymentinfamount equal to (a) six (6) months of Execusive
Highest Annual Salary from the Company and 50%hef ¢ash value of Executive’Annual Performance Bonus measured as of thead
termination at the applicable maximum achievablédPmance Level as in effect as of the date of decmination to be paid in a lump sum
the sixtieth (60") day following such termination as provided in 8@t 14 and (b) up to an additional six (6) montfisExecutives Highes
Annual Salary and 50% of such Annual PerformancauBomeasured as of the date of termination at pipdicable maximum achieval
Performance Level, less applicable withholding,llgba paid beginning six months after terminatienbject to Section 14, in ratable mon
installments for six months or until Executive sexsunew employment, whichever occurs earlier.

(v) Stock Awards.

(1) The ability to exercise any and all outstandingtegoptions granted after the Option Effective |
(and any vested options granted prior to the Ogifiactive Date but only to the extent that sucteagion of exercisability would not reqt
the Company to incur a compensation expense fanéial statement purposes) for twelve (12) montbsnfthe date of termination
employment.

(2) The vesting of all Stock Awards (to the extemth Stock Award does not also constitute a poxi
Executives Annual Performance Bonus) granted by the Compatiye Executive and outstanding immediately pieogsuch Termination Upc
Change of Control shall have their vesting accégekasuch that (i) if Executive is a New Executis8% of the then unvested shares subje
such Stock Award will be deemed vested and exdrigsas of the date of termination of employment(iipif Executive is a Senior Executi\
100% of the then unvested shares subject to suotk Stward will be deemed vested and exercisablefathe date of termination
employment. Any shares vesting pursuant to thigi@e8(a)(v)(2) subject to a Performance Stock Advsinall vest at the applicable maxirr
achievable Performance Level. The shares vestingupat to this Section 3(a)(v)(2) will be issuedagtordance with Section 20(a). Excef
otherwise provided in the applicable Stock Awardeagent, the portion of any unvested Stock Awaad does not vest based on this Section
(a)(v)(2) will be forfeited by Executive and wilelof no further force or effect.

(b) Benefits Continuation.

(i) Inthe event of Executive’Termination Upon Change of Control, Executivellgha entitled to elect continu
medical and dental insurance coverage in accordaithehe applicable provisions of the Consolida@uinibus Budget Reconciliation Act
1985, as amended, (“COBRA3nd the Company shall pay such COBRA premiums ijosiX (6) months from the date of terminatior
employment, if Executive is a New Executive; of fivelve (12) months from the date of terminatidremployment, if Executive is a Sen
Executive. Notwithstanding the above, in the e\Eexgcutive becomes eligible to be covered underrema@mployers group health plan (ott
than a plan which imposes a preexisting conditigralusion unless the preexisting condition exclusdwes not apply) during the per
provided for herein, the Company shall cease paywfghe COBRA premiums; and

(i)  Executive shall receive the benefits, if anyder the Compang'401(k) Plan and other Company benefit
to which he may be entitled pursuant to the terfreioh plans.

4. Termination of Employment.

(&) Severance Benefits In the event of the ExecutiwTermination of Employment, Executive shall beitlat to al
separation benefits provided in Section 3(a)(ipélary and Accrued Benefits’), Section 3(a)(ii) (“Annual Performance Bonus”) and 3(a)
(iii) (* Expenses’) above. In addition, Executive shall be entittedsix (6) months of Executive’Highest Annual Salary and 50% of the «
value of Executives Annual Performance Bonus at the applicable maxiraghievable Performance Level as in effect ahefdate of suc
termination, all less applicable withholding, paich lump sum within sixty (60) days of such teration as provided in Section 14.

(b) Performance Stock Awards




(i) A Prorated Portion of all shares subject tdd?erance Stock Awards granted to the ExecutiveheyGompan
and outstanding prior to such Termination of Empient with a performance period greater than oney€by and granted other thar
connection with Executive’ Annual Performance Bonus shall vest at such Resfioce Level as determined by the Board of Directm
Compensation Committee on the date of such detetiom

(i)  Immediately prior to the consummation of anya@fe of Control to occur after Executigelermination ¢
Employment, a Prorated Portion of Executsseutstanding Performance Stock Awards with a perdmce period greater than one (1) yeal
granted other than in connection with Execusv@nnual Performance Bonus will be deemed vestateafipplicable maximum achieva
Performance Level. The shares vesting pursuarttisoSection 4(b)(ii) will be exercisable, issuedconverted and paid in accordance !
Sections 2(c) and 20(a).

(c) Benefits Continuation.

(i) In the event of Executive’ Termination of Employment, Executive shall betksat to elect continued medi
and dental insurance coverage in accordance wétlapiplicable provisions of COBRA and the Comparsligtay such COBRA premiums -
six (6) months from the date of Termination of Eoyphent. Notwithstanding the above, in the eventdhiige becomes eligible to be cove
under another employargroup health plan (other than a plan which imp@sereexisting condition exclusion unless the yistiag conditior
exclusion does not apply) during the period prodittea herein, the Company shall cease paymenteo€C@BRA premiums; and

(i)  Executive shall receive the benefits, if anyder the Compang’401(k) Plan and other Company benefit ¢
to which he may be entitled pursuant to the terfrsioh plans.

5. Retirement Benefits

(& In order to be eligible for the Retirement Bitsedescribed in Section 5(b) below, the Executivest meet both of tl
following criteria:

(i) Atthe time of Executives termination of employment with the Company (ott@n in circumstances in wh
such termination (i) constitutes a termination withuse or (i) does not qualify as a SeparatiomfBervice), the Executive has (1) achie
the age of 50 and served the Company for at I&agears; or (2) achieved the age of 55 and sehe@bmpany for at least 10 years; provi
however, if such termination of employment also stitnites a Termination of Employment or a TermimatiUpon Change of Contr
Executive must elect within thirty (30) days of Buermination to receive either the benefits prediéh Section 3 or Section 4, as applicabl
the benefits provided in this Section 5; and

(i) At any time during which the Executive is reteg Retirement Benefits, the Executive shall nb} pe
employed or on contract full time by a third pafgxcluding a norprofit organization described in Section 501(cY§8)he Code) or (2) enga
in Competition. If the Executive engages in eitfigror (2), then all Retirement Benefits shall tarate immediately and permanently.

(b) If both conditions in Sections 5(a)(i) and 5(a)&love are satisfied, the Executive shall be extitbubject to Secti
14, to receive the following Retirement Benefits”

(i) Option Exercisability. The ability to exercise any and all options grardaéeér the Option Effective Date (e
any options granted prior to the Option Effectivat®but only to the extent that such extensiorxefasability would not require the Comp:
to incur a compensation expense for financial siaté purposes) to the extent such options are dvemteof the date of termination
employment for the earlier of: (i) the term of #yation, (ii) the termination of the option in comtien with any Change of Control, or (iii) fi
years;

(i) Performance Stock Awards.The benefits provided under Section 4(bP€rformance Stock Awards”); and

(i) Medical and Dental Coverage. The Company shall pay the Executwehedical and dental premiums u
the Executive achieves the age of Medicare eligybiland additionally, if the Executive’medical and dental coverage on the da
termination included the Executiwdependents, the premiums of such dependentsthmmtitxecutive achieves the age of Medicare eliyjl
as follows:

(A) COBRA Continuation Coverage . Upon the termination of Executiwe’active employment with t
Company, Executive shall be entitled to elect cordd medical and dental insurance coverage in danoe




with the applicable provisions of COBRA and the Qamy shall pay such COBRA premiums.

(B) Coverage After COBRA & Prior to Medicare Eligibilit y . In the event the Executive is not eligible
Medicare coverage at the end of his maximum applkc@ OBRA coverage period, then, the Executivel stiahtify and locate either or both
individual conversion policy through the insurepyding insurance coverage in connection with tleenpany sponsored medical and de
plans available to active employees (th€dnversion Policy’), and/or a supplemental individual policy or an indual policy on the ope
market (the “Individual Policy ") to be effective upon the termination of his COBR@ntinuation coverage so that, when the coverage
Executive provided by the Conversion Policy andhar Individual Policy are combined, such coverggewide substantially similar medi
and dental benefits in the aggregate as thosedqedvinder the medical and dental plans sponsordéiceb§ompany at such time, or at any
after the termination of Executive’'s employment, éotive employees (theComparable Coveragd. The Company shall be responsible
the payment of any Conversion Policy premiums antiidividual Policy premiums for the Comparable €mge which payment shall |
exceed the cost of premiums for medical and dewtatrage for then active employees. If Executivatisuch time eligible to participate un
the Company Plans, Executive will be entitled tgadicipate.

(C) Coverage After COBRA & Upon Medicare Eligibility . In the event the Executive is eligible for Med#
coverage at the end of his maximum applicable COBRRerage period, the Executive may identify anchte a Medicare supplemel
policy, which may include, to the extent permittdte medical and dental plans sponsored by the @oynat such time for active employ
(the “Company Plans”that, when combined with the coverage provided l®didare, provides Comparable Coverage. If Execusi\a suc
time eligible to participate under the Company BlaBxecutive will be entitled to so participatepyided that Executive shall be sol
responsible for the payment of any Medicare premsiamd/or Medical supplemental policy premiums fer Comparable Coverage (includi
if applicable, any premiums under the Company Blans

(D) Taxes, Coverage The Executive shall be responsible for any takes may be attributable to or result fr
the payments made by the Company in accordancetiglSection 5(b)(iii) or receipt of medical andntial benefits attributable to or re:
from such payments. Notwithstanding Section 5(@d) or (B), in the event Executive becomes eligito be covered under anot
employers group health plan (other than a plan which impas@reexisting condition exclusion to the extesringssible by law, unless t
preexisting condition exclusion does not apply)iniyithe period provided for herein, the Companylistease payment of any premiums.
Company will use commercially reasonable effortptovide that Executive will continue to be eligilbior coverage as provided under
Section 5(b)(iii) under the Company Plans, unlé&s Board of Directors or Compensation Committeerenes that such coverage wc
create an undue burden on the Company.

6. Termination of Employment due to Death or Pananent Disability .

(&) Inthe event of (i) the Executiviedeath during his employment with the Companytaed=xecutive having satisfied
criteria provided at Section 5(a)(i) as of or priorthe date of his death or (ii) the Executsveleath during the period while Executive
receiving Retirement Benefits as a result of coamle with the criteria provided at Section 5(ayfi)d 5(a)(ii), (1) the Executive’lega
representative or any person empowered to act®hdtialf under his will or under the then appliedalws of descent and distribution shal
entitled to the benefits pursuant to Section 5)Ifj(Dption Exercisability ) and Section 5(b)(ii) (Performance Stock Awards”) and (2) th
Executive’s dependents, to the extent applicaltiall ¥e entitled to the benefits pursuant to Sec¢b)(iii)(A)-(D) (* Medical and Denta
Coverage”) for that period of time until the Executive walihave achieved the age of Medicare eligibilitthé# Executive had lived.

(b) In the event of the Executive’Permanent Disability during his employment witke tCompany and the Execul
having satisfied the criteria provided at Sectiqn)6), the Executive, and to the extent applicablis dependents, shall be entitled to
benefits provided in Section 5(b)(i) Option Exercisability” ), Section 5(b)(ii) (“Performance Stock Awards”) and 5(b)(iii)(A)-(D) (*
Medical and Dental Coverage”).

7. Payment of Taxes All payments made to Executive under this Agreetrshall be subject to all applicable federal atate
income, employment and payroll taxes, includingxathholding taxes.

8. Parachute Payment Executive is strongly encouraged to review thiéowang provision and consult with his or her tamd
financial advisor concerning the application of gugrsonal tax consequences related to any payrpemigled for under this Agreement «
the following provision. In the event that any bétpayments and benefits provided for in this Agreet or otherwise payable to the Exect
(a “ 280G Payment) would (i) constitute a “parachute paymenmtithin the meaning of Section 280G of the Code, @indbut for this sentenc
be subject to the excise tax imposed by Sectio® 498%he Code (the Excise Tax"), then any such 280G Payment pursuant to this Agret
(a “ Payment”) shall be equal to the Reduced Amount. THeetluced Amount shall be either (i) the largest portion of the Payptrthat woul
result in no portion of the




Payment (after reduction) being subject to the &xdiax or (ii) the largest portion, up to and idéhg the total, of the Payment, whiche
amount (i.e., the amount determined by clauser(hyoclause (ii)), after taking into account allpfipable federal, state and local employn
taxes, income taxes, and the Excise Tax (all coatpat the highest applicable marginal rate), resalthe receipt by Executive, on an aftizx-
basis, of the greater economic benefit notwithgtamthat all or some portion of the Payment magblgject to the Excise Tax. If a reductio
a Payment is required pursuant to the precedintesea and the Reduced Amount is determined purdoanlause (x) of the preced
sentence, the reduction shall occur in the marther‘(Reduction Method’) that results in the greatest economic benefit fardgtive. If mor
than one method of reduction will result in the sa@economic benefit, the items so reduced will likiced pro rata (the Pro Rata Reductio
Method ”). Notwithstanding the foregoing, if the Reduction kted or the Pro Rata Reduction Method would resultiy portion of th
Payment being subject to taxes pursuant to Sedfi®A that would not otherwise be subject to taxessypant to Section 409A, then
Reduction Method and/or the Pro Rata Reduction bteths the case may be, shall be modified so agdial the imposition of taxes pursu
to Section 409A as follows: (A) as a first priorithe modification shall preserve to the greatestrg possible, the greatest economic be
for Executive as determined on an afi®x-basis; (B) as a second priority, Paymentsdhatontingent on future events (e.g., being teater
without cause), shall be reduced (or eliminatedpisePayments that are not contingent on futurenisyend (C) as a third priority, Payme
that are “deferred compensatiowithin the meaning of Section 409A shall be redufmdeliminated) before Payments that are not def
compensation within the meaning of Section 409AleSs the Company and the Executive otherwise aigreeriting, any determinatic
required under this Section 8 shall be made iningriby independent public accountants appointetheyCompany and reasonably accept
to the Executive (the Accountants”), whose determination shall be conclusive and bindipgn the Executive and the Company fo
purposes. The Company shall bear all costs the uxteats may reasonably incur in connection witthsietermination, and the Company
the Executive shall furnish to the Accountants smbrmation and documents as the Accountants reaganably request in order to mal
determination under this Section 8.

9. Exclusive Remedy The payments and benefits provided for in SecBipBection 4, Section 5 or Section 15 shall ctutstithe
Executives sole and exclusive remedy for any alleged inpiryother damages arising out of the cessation efetimployment relationst
between the Executive and the Company. The paggeto agree that irreparable damage would occanyf of the provisions of tt
Agreement were not performed in accordance witbdtspecific terms or were otherwise breached.dt@®rdingly agreed that the parties ¢
be entitled to enforce specifically the terms amaljsions hereof, this being in addition to anyesthemedy to which they are entitled at lax

in equity.

10. Proprietary and Confidential Information . The Executive agrees to continue to abide byté¢hes and conditions of a
Company’s confidentiality and/or proprietary riglaggreement between the Executive and the Company.

11. Arbitration . Any claim, dispute or controversy arising outlif Agreement, the interpretation, validity or @mceability of thi:
Agreement or the alleged breach thereof shall bengted by the parties to binding arbitration bg #hmerican Arbitration Association in &
Jose, California or elsewhere by mutual agreemBmé selection of the arbitrator and the arbitratppncedure shall be governed by
Commercial Arbitration Rules of the American Arhtibn Association. All costs and expenses of abin or litigation, including but n
limited to reasonable attorneys fees and othersa@stsonably incurred by the Executive, shall bd ps the Company. Judgment may
entered on the award of the arbitration in any thaving jurisdiction.

12. Interpretation . Executive and the Company agree that this Agreestall be interpreted in accordance with and goee b
the laws of the State of California, without regivduch state’s conflict of laws rules.

13. Conflict in Benefits. This Agreement shall supersede all prior arrareyes) whether written or oral, and understanc
regarding the subject matter of this Agreement. th® extent Executive is entitled to severance derotbenefits upon termination
employment under this Agreement and any other aggag including any change in control agreemengreqt into by the Company and
Executive, entered into prior to the Effective Datee benefits payable under this Agreement shalessede and replace any other :
agreement. However, this Agreement is not intertdesihd shall not affect, limit or terminate (i) aplans, programs, or arrangements o
Company that are regularly made available to aifsigmt number of employees of the Company, (i§ @ompanys equity incentive plans, (i
any agreement or arrangement with the Executiviehs been reduced to writing and which does Hated¢o the subject matter hereof, or
any agreements or arrangements hereafter entdcellyithe parties in writing, except as otherwigpressly provided herein.

14. Release of ClaimsExecutive shall receive the severance benefith@Retirement Benefits pursuant to this Agreenoaihy if
Executive executes and returns to the Company,jmitie applicable time period set forth therein buho event more than sixty (60) d
following the date of Executive’'s Separation fromndce, a release of claims (théRélease of Claims) in favor of the Company in a fol
reasonably satisfactory to the Company, and pesuith Release of Claims to become effective inraecae with its terms on or prior to s
sixtieth day (the ‘Release Agreement Deadlirig If the Release of Claims
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does not become effective by the Release Agreebeadline, the Executive will forfeit any right texerance benefits or Retirement Ben
pursuant to this Agreement. Regardless of whetherRelease of Claims becomes effective prior toRbkase Agreement Deadline,

severance benefits or Retirement Benefits payatibe @ the Release Agreement Deadline shall bd paithe Release Agreement Dead
with the remainder of the payments to be made igiafly scheduled. Except to the minimum exterattthayments must be delayed purs
to Section 20(c) because Executive is a “speciiegloyee’or until the effectiveness (or deemed effectivepesthe Release of Claims,
amounts will be paid as soon as practicable inra@ege with the Company’s normal payroll practitwing Executives Separation fro
Service. Notwithstanding the foregoing, the Releas€laims shall not be construed to waive any trighindemnification or contributic
otherwise available to Executive under law or ruésorporate governance with respect to claimshliygl parties for actions or omissions
Executive’s role as an officer of the Company.

15. Successors and Assigns

(&) Successors of the Company The Company will require any successor or asggnether direct or indirect, |
purchase, merger, consolidation or otherwise) ltoratubstantially all of the business and/or assétthe Company, expressly, absolutely
unconditionally to assume and agree to performAlgieement in the same manner and to the sametektgrthe Company would be requi
to perform it if no such succession or assignmeuwt taken place. Failure of the Company to obtagh sigreement prior to the effectivenes
any such succession transaction shall be a brdatiiscAgreement and shall entitle the Executiveéetaninate his or her employment with
Company within three (3) months thereafter ancet®ive the benefits provided under Section 3 af Agreement in the event of a Termina
Upon Change of Control; provided, however, thas(igh termination of employment must be a Separdtam Service and (ii) the Execut
must deliver a Release of Claims as provided irti@ed4. As used in this Agreement, “Comparsyiall mean the Company as defined al
and any successor or assign to its business aasets as aforesaid which executes and deliveimgtieement provided for in this Sectior
or which otherwise becomes bound by all the temusp@ovisions of this Agreement by operation of.law

(b) Heirs of Executive. This Agreement shall inure to the benefit of dedenforceable by the Executisgdersonal ar
legal representatives, executors, administratoxgessors, heirs, distributees, devisees and kgate

16. Notices For purposes of this Agreement, notices andthBrocommunications provided for in the Agreemdralisbe in writing
and shall be deemed to have been duly given whéwedsd or mailed by United States registered maiturn receipt requested, post
prepaid, as follows:

if to the Company:
Power Integrations, Inc.
5245 Hellyer Avenue
San Jose, California 95138
Attn: Chief Executive Officer or Chief Financial fixfer

and if to the Executive, at the address specifiethis Agreement. Notice may also be given at satbler address as either party may |
furnished to the other in writing in accordancedwéth, except that notices of change of addresk Isa&ffective only upon receipt.

17. No Representations Executive acknowledges that he/she is not relgng has not relied on any promise, representati
statement made by or on behalf of the Company wikiciot set forth in this Agreement.

18. Validity . If any one or more of the provisions (or any pdmtreof) of this Agreement shall be held invalitegal ot
unenforceable in any respect, the validity, legadihd enforceability of the remaining provisions émy part thereof) shall not in any way
affected or impaired thereby.

19. Consultation with Legal and Financial Adviscs . Executive acknowledges that his Agreement cordignsificant legal right:
and may also involve the waiver of rights undereotagreements; that the Company has encourageditiweeto consult with Executive’
personal legal and financial advisers; and thatcHtcee has had adequate time to consult with Exeest advisers before signing t
Agreement.

20. Application of Section 409A and Other Limitéions. Executive is strongly encouraged to review theofglhg provisions ar
consult with his or her tax and financial advisoncerning the application of any personal tax cqneaces related to any payments prov
for under this Agreement and the following proviso

(8 If any Stock Award (other than stock options) wegtpursuant to Section 2(a), Section 2(b), Section
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3(a)(v)(2) or Section 4(b)(ii):

(i) does not constitute “deferred compensatiaithin the meaning of Section 409A, the sharesinggtursuant t
such events will be issued (1) in respect of Sacki@), Section 2(b) and Section 4(b)(ii) immediatgior to the consummation of the Cha
of Control, and (2) in respect of Section 3(a)(¥)2 the sixtieth (60") day following the Termination Upon Change of Gohtas furthe
provided in Section 14 hereof.

(i) does constitute “deferred compensatiovithin the meaning of Section 409A, the sharesinggpursuant t
such events will be issued (1) in respect of Sac®i@), Section 2(b) and Section 4(b)(ii) immediafgior to the Change of Control, provic
such payment can be made without adverse persaxalonsequences to the Executive, or else the shasting pursuant to Section 2
Section 2(b) and Section 4(b)(ii) will be convertiio the same consideration received by the heladdérthe Compang common stoc
pursuant to the Change of Control, and such coredide will be issued in accordance with the delvechedule for such Stock Award in ef
immediately prior to the Change of Control andi(Rjespect of Section 3(a)(v)(2) will be issuedattordance with the delivery schedule
such Stock Award in effect immediately prior to thermination Upon Change of Control.

(b) Extension of Stock Option Exercise PeriodNotwithstanding anything to the contrary in thisr@gment, in the eve
any extended exercise period provided for in thise®ment shall result in a portion of a stock apfi@coming subject to the provision:
Section 409A, the extended exercise period of qumttion of such stock option shall be automaticalhortened by the minimum ext
necessary to prevent such portion of such optiomfbecoming subject to Section 409A. In no evedlt aviy provisions in this Agreeme
providing for an extended exercise period resuthaextension of the exercise period of any stition beyond the maximum permitted t
of such stock option as provided under the applécaluity incentive plan and stock option awardeagrent in effect for such stock opti
assuming for the purposes of this Section 20(enaination of Executive’s employment with the Canp.

(c) Other Benefits. Notwithstanding anything to the contrary hereire flollowing provisions apply to the extent i
benefits (“Benefits”) provided herein other than those described in 8&e@0(b) are subject to Section 409A: (A) The Bésefre intended
qualify for an exemption from application of Sectid09A or comply with the requirements of Secti@9A to the extent necessary to a\
adverse personal tax consequences under Sectidn 408 any ambiguities herein shall be interpretecbrdingly. (B) Benefits contingent o
termination of employment shall not commence uBxécutive has a Separation from Service. (C) Eastailment of a Benefit is a sepal
“payment” for purposes of Treas. Reg. Section 1M4Q2&b)(2)(i). (D) Each Benefit is intended to satishe exemptions from application
Section 409A provided under Treasury Regulationsti®es 1.409A-1(b)(4), 1.409A-1(b)(5) and 1.40985)(9) to the maximum exte
available. However, if such exemptions are notlabé and Executive is, upon Executive’s Separafiom Service, a “specified employee”
for the purposes of Section 409A, then, solelyh® éxtent necessary to avoid adverse personaldiasequences under Section 409A,
timing of the Benefit payments otherwise payablermto such date shall be delayed until the eadfefx) six (6) months and one day a
Executive’s Separation from Service, or (y) Exeeis death, and any payments otherwise scheduledntade after such date shall be pai
originally scheduled. (E) To the extent that anynf®irsements payable to Executive pursuant to @e8tja)(iii) are subject to the provision:
Section 409A, the following provisions will apply iaddition to the provisions of any applicable exgee reimbursement policy: (a) to
eligible to obtain reimbursement for such expertsascutive must submit expense reports within 45ddter the expense is incurred, (b)
such reimbursements will be paid no later thareimdier of (x) thirty (30) days after the date Extiee submits receipts for the expenses ¢
December 31 of the year following the year in whith expense was incurred, (c) the amount of exgsemrsmbursed in one year will not afi
the amount eligible for reimbursement in any subseg year, and (d) the right to reimbursement unlisr Agreement will not be subject
liquidation or exchange for another benefit.

(d) Payment of Health Care Benefits.Notwithstanding anything to the contrary set fottkrein, if the Compar
determines, in its sole discretion, that it canmaivide the COBRA premium, Conversion Policy premjundividual Policy premium, or oth
medical and dental coverage premiums (togethet Health Care Benefits') contemplated under this Agreement without potegtiakurring
financial costs or penalties under applicable lawlgding, without limitation, Section 2716 of thRublic Health Service Act), the Comp:
shall in lieu thereof pay Executive a taxable castount, which payment shall be made regardlesshettver Executive or Executivetligible
family members elect health care continuation cager(the “Health Care Benefit Payment). Subject to any further delay in paym
required by Section 14 of this Agreement, the He@lire Benefit Payment shall be paid in monthlyaiiments on the same schedule that
amounts would otherwise have been paid to the émsiihe Health Care Benefit Payment shall be etpuéh) the amount that the Comp
would have otherwise paid to provide the HealtheCRenefits for the duration of the applicable samee period (which amount shall
calculated based on the premium for the first maftboverage), plus (b) an additional amount sinet &after payment of all taxes, Execu
retains an amount equal to the Compangggregate cost of otherwise providing the He@léine Benefits. For purposes of calculating
“additional amount” in clause (b) of the precedssntence, Executive shall be deemed to have: pdatdl income
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taxes at the highest marginal rate of federal ire@amd employment taxation for the calendar yeavtiith the Health Care Benefit Paymer
to be made, and paid applicable state and locahilectaxes at the highest rate of taxation for #lermlar year in which the Health Care Bel
Payment is to be made, net of the maximum redudtidederal income taxes which could be obtainenfdeduction of such state and Ic
taxes.

21. Definitions. As used in this Agreement, unless the contextiireg a different meaning, the following terms &lgve thi
meanings set forth herein:

(&) “ 2007 Equity Incentive Plari means that certain 2007 Equity Incentive Plannasraled, as originally adopted by
Board of Directors on September 10, 2007, and angessor plan thereto.

(b) * Annual Performance Bonus' means the Executive’current annual performance incentive bonus aafigicabli
maximum achievable Performance Level, whether stingi of cash or Stock Awards, as determined by Board of Directors ¢
Compensation Committee on an annual basis.

(c) “Cause’ means:

(i) A material act of theft, dishonesty, fraudgimional falsification of any employment or Compaagords or th
commission of any criminal act which impairs Exéeels ability to perform his/her duties under tligreement;

(i) A material improper disclosure of the Companyonfidential, business or proprietary informatiby
Executive;

(i)  Any action by Executive intentionally causing orpegted to cause material harm to the reputatior
standing of the Company, or gross negligence offulimisconduct in the performance of Executwedssigned duties (but not m
unsatisfactory performance); or

(iv)  The Executives conviction (including any plea of guilty or notmntendere) for a felony causing mate
harm to the reputation and standing of the Compasiyletermined by the Company in good faith.

(d) “ Change of Control’ means:

(i) Any “ person” (as such term is used in Sections 13(d) and 14(theoSecurities Exchange Act of 1934
amended (the “Exchange Act”yther than a trustee or other fiduciary holdingusites of the Company under an employee benedi pif the
Company becomes the “beneficial owner” (as definddule 13d3 promulgated under the Exchange Act), directlindirectly, of securities «
the Company representing 50% or more of (A) thetantling shares of common stock of the Companypthe combined voting power
the Company'’s then-outstanding securities;

(i) The Company is party to a merger or consolaativhich results in the holders of voting secusitadf the
Company outstanding immediately prior thereto figjlto continue to represent (either by remainintstamding or by being converted i
voting securities of the surviving entity) at le&8% of the combined voting power of the votingwsé®s of the Company or such surviv
entity outstanding immediately after such mergezansolidation;

(i)  There occurs a change in the Board of Direatbthe Company within a twgear period, as a result of wh
fewer than a majority of the Directors are Incunth@imectors. For purposes of this Agreement, arttimbent Directoris any director who
either:

(A) Adirector of the Company as of January 1, 2013; or

(B) A director who is elected or nominated for &tmtto the Board of Directors of the Company witik
affirmative votes of at least a majority of the dntbent Directors at the time of such election animation (but shall not include an individ
whose election or nomination is in connection vaithactual or threatened proxy contest relatinpeéoeiection of directors to the Company).

(iv)  The sale or disposition of 50% or more of tl@mpanys assets (or consummation of any transaction h
similar effect); or

(v) The dissolution or liquidation of the Company.
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(e) “ Code” means the Internal Revenue Code of 1986, as aetend

(H “ Company” shall mean Power Integrations, Inc., and followan@€hange of Control, any successor or assign
business and/or assets that agrees or otherwisenkedound by all the terms and provisions of Algireement by operation of law.

(g) “ Competition” shall mean rendering services for any organizatioengaging in any business directly compet
with the Company or materially contrary or harntfuthe interests of the Company, including, butlimtted to (i) accepting employment wi
or serving as a consultant, advisor or in any ottagracity to, the division or other portion of thasiness of any employer which comp
directly with theCompany; (ii) materially acting against the intéresthe Company or (iii) personally recruitingreiitly or indirectly, an
person who is then an employee of the Company.

(h) “ Executive Officer” means any employee of the Company designated auntdxe officer by the Board of Directors
Compensation Committee.

(i) “ Good Reasori means the occurrence of any of the following dtads, without Executives written consent, whi
condition(s) remain(s) in effect 20 days after teritnotice to the Board of Directors from Execuidfesuch condition(s), if such notice is gi
within one year of the occurrence of such cond{B@n

(i) A material decrease or planned decrease in Execsitannual salary, the cash value of Execusivehnua
Performance Bonus or employee benefits followir@hange of Control;

(i) A demotion, a material reduction in Executs/gdosition, responsibilities or duties or a materg@vers
change in Executive’substantive functional responsibilities or dyt@®vided, however, that in the event of a Chanig€ontrol, Executiv
will be deemed demoted and his position, respaiit#si or duties materially reduced or his substenfunctional responsibilities or dut
materially adversely changed if Executive is napansible for at least substantially the same fandhat Executive had in the Company
to the Change of Control.

(i)  The relocation of Executive'work place for the Company to a location morentfitty (50) miles from th
current location of Executive’'work place or a material adverse change in tivking conditions or established working hours whiehsist fo
a period of six continuous months; or

(iv)  Any material breach of this Agreement by thempany.

() “ Highest Annual Salary’” means Executives highest annual salary in any of the three yemsagling the applicak
date of determination, provided, however, thahd Executive’s then effective annual salary wowddBxecutives highest annual salary ug
completion of the current year of service, thenhagf Annual Salary shall mean Executive’'s thencéffe annual salary.

(k) “ New Executive” means an Executive who has served as an exectititree Company for fewer than five ye:
Executives service to the Company as an executive will bl to begin upon the date of commencement of@amant as an Executi
Officer or upon the date of promotion to an ExeeitDfficer position. A New Executive will be firgligible for the benefits under tl
Agreement upon the completion of one year of catirs service as an Executive Officer of the Companjess the Board of Directors
Compensation Committee determines otherwise.

() “ Performance Level means the pay out amounts (whether in cash or $teekds) based upon the satisfaction of
or more performance criteria as determined by thar& of Directors or Compensation Committee.

(m) “ Performance Stock Award means any Stock Award subject to vesting upon tiéegement of any Performar
Level regardless of the length of any performarexéopl.

(n) “Permanent Disability’ means that:

(i) The Executive has been incapacitated by badjlyy or disease so as to be prevented therely éngaging i
the performance of the Executive’s duties;

(i)  Such total incapacity shall have continuedsf@eriod of six consecutive months;




(iii) Such incapacity will, in the opinion of a qtigd physician, be permanent and continuous duths
remainder of the Executive’s life; and

(iv)  Such incapacity results in Executive’s Separefiom Service.
(o) *“Prorated Portion” means a fraction the numerator of which is the remalb days in an applicable performance pe
prior to such Executive’ termination of employment and the denominatowbich is the total number of days in an applicgi@eformanc
period.

(p) “ Release of Claim8 means the release of claims required by Sectbafthis Agreement.

(@) “ Retention Stock Award means any Stock Award subject to vesting upon dbmpletion of timebased vestir
criteria.

() “ Section 409A’" means Section 409A of the Code and the regulatiodsother guidance thereunder and any stat
of similar effect.

(s) *“ Senior Executiveé’ means an Executive who has served continuously axecutive of the Company for at least
years. Executiv's service to the Company as an executive will begl to begin upon the date of commencement of ammant as ¢
Executive Officer or upon the date of promotionato Executive Officer position, unless the Boardakectors or Compensation Commit
determines otherwise.

(t) “ Separation from Servicé means a “separation from servicigtr the purposes of Section 409A with respect &
Company.

(u) “ Stock Award” shall have the same meaning given to it in the 2Buity Incentive Plan, as may be amended
time to time.

(v) “Termination of Employment means Executive’s Separation from Service thstlte from:
() Any termination of employment of the Executive hg Company without Cause; or
(i)  Any resignation by the Executive for Good Reaso
“Termination of Employmentshall not include any termination of the employmehthe Executive (a) by the Company for Cause;al)
result of Permanent Disability of the Executive) & a result of the death of the Executive; (dpasgsult of the voluntary termination
employment by the Executive for reasons other thaod Reason; or (e) a Termination Upon Change otrGb
(w)  “ Termination Upon Change of Contrdl means Executive’s Separation from Service thsiilts from:
0] Any termination of the employment of theeEutive by the Company without Cause on or withghteer
(18) months after (i) the occurrence of a Chang€attrol; or (ii) the date that the person senasgof the Effective Date as Chief Execu
Officer of the Company ceases to serve in sucleaffor
(i) Any resignation by the Executive for GoogaRon within eighteen (18) months after (i) theuo@nce of
Change of Control or (ii) the date that the perserving as of the Effective Date as Chief Execu@ficer of the Company ceases to sen
such office.
“Termination Upon Change of Contrathall not include any termination of the employmeithe Executive (a) by the Company for Cause

as a result of the Permanent Disability of the Eixige; (c) as a result of the death of the Exeaytior (d) as a result of the volunt
termination of employment by the Executive for masother than Good Reason.

* k k% %
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EXHIBIT 10.7

POWER INTEGRATIONS, INC.
AMENDED AND RESTATED EXECUTIVE OFFICER BENEFITS AGR EEMENT

This Amended and Restated Executive Officer BenefitAgreement(the“Agreement”) is made and entered into as of May 1, ¢
(the“Effective Date” ), by and betweeRower Integrations, Inc., a Delaware corporation, (the&Company”) and Ben Sutherland Executive

H) .
Recitals

A. Executive is an Executive Officer of the Camy and possesses valuable knowledge of the Comparyusiness and operatic
and the markets in which the Company competes.

B. The Company draws upon the knowledge, expeei@nd advice of Executive in order to managkutiness for the benefit of 1
Company’s stockholders.

C. The Board of Directors desires to supplenk&mcutives employment arrangements so as to provide additmmpensation ai
benefits to the Executive to encourage Executiveaiatinue to devote his attention and dedicatioth®d Company and to create additic
incentives to continue his employment with the Camp

D. The Company and Executive previously entémémlan Executive Officer Benefits Agreement byl dretween the Company ¢
Executive, dated April 18, 2013 (therior Agreement”).

E. The Company and Executive have agreed to dimed restate the Prior Agreement in its entirstget forth herein.

Agreement

Therefore, in consideration of the mutual agreements, covanant considerations contained herein, the underdifpereby agr
and acknowledge as follows:

1. The Prior Agreement is hereby amended andteskta its entirety and the parties hereby agretheaerms hereof, including 1
terms set forth on Exhibit A hereto. As providedguant to Section 21(s) of Exhibit A hereto, theaBbof Directors of the Company |
determined Executive shall be eligible for the biémerovided to a Senior Executive under this Agnent immediately as of the Effect
Date.

2. For the purposes of this Agreement th®ygtion Effective Date” shall mean the Effective Date unless this Agreenerr
amendment to an earlier agreement in which casé@pion Effective Dat€' shall mean April 18, 2013.

3. This Agreement may only be modified or amenigd supplemental written agreement signed by Bikexand the Company.

* k k% %




In Witness Whereof,the undersigned have executed thisended and Restated Executive Officer Benefits Agement,intending
to be legally bound as of the Effective Date.

COMPANY: Power Integrations, Inc.
By: /s/ Balu Balakrishnan
Name: Balu Balakrishnan
Title: President and CEO

EXECUTIVE: /s/ Ben Sutherland
Ben Sutherland

Address for Notice: Executive’s home addre
as reflected in the records of the Company




EXHIBIT A

TERMS OF AMENDED AND RESTATED
EXECUTIVE OFFICER BENEFITS AGREEMENT

1. Position and DutiesExecutive shall continue to be anvatl employee of the Company employed in his/herrent position ¢
his/her then current salary rate. Executive sHah &e entitled to continue to participate in aoddceive benefits on the same basis as
executive or senior staff members under any ofbmpanys employee benefit plans as in effect from timértee. In addition, Executive sh
be entitled to the benefits afforded to other erppés similarly situated under the Compangimployment policies. Executive agrees to de
the business time, energy and skill necessary éow® his/her duties at the Company. These dutial isclude, but not be limited to, 8
duties consistent with his/her position which mayassigned to Executive from time to time.

2. Acceleration of Vesting of Stock Awards Upom Change of Control. In the event of a Change of Control, and provittex
Executive’s employment with the Company has nohieated prior to such date, Executive shall betledtito the following benefits:

(a) All Retention Stock Awards granted by the Compamyhie Executive prior to the Change of Control khale thei
vesting accelerated such that 25% of the then tedeshares subject to each Retention Stock Awalldberideemed vested and exercisab
issuable as of the consummation of the Change aitrGlo Notwithstanding the foregoing, if the Change Control does not require 1
assumption or substitution by the acquiring er(tityparent thereof) of all of the Compasybligations of the then outstanding Retentiorcl
Awards, then (i) if Executive is a New Executiv@%b of the then unvested shares subject to eaclReteStock Awards will be accelera
and deemed vested and exercisable prior to theuoamgtion of the Change of Control; or (ii) if Exéive is a Senior Executive, 100% of
then unvested shares subject to any Retention $taekds will be accelerated and deemed vested »ertisable prior to the consummatiol
the Change of Control. The shares vesting pursiaatitis Section 2(a) will be exercisable, issueccanverted and paid in accordance
Sections 2(c) and 20(a). Except as otherwise peavid the applicable award agreement, the portfoang unvested Retention Stock Aw
that is not assumed (or an appropriate substitytfomided) and that does not vest based on thisdbe2(a) will be forfeited by Executive a
will be of no further force or effect.

(b) All Performance Stock Awards granted by the @any to the Executive prior to the Change of Cdrghall have the
vesting accelerated immediately prior to consumamatf such Change of Control so that 100% of tlen thnvested shares will be deel
vested at the applicable maximum achievable Pedoom Level . The shares vesting pursuant to thasde2(b) will be exercisable, issuec
converted and paid in accordance with Sections&{d)20(a).

(c) Inthe event of a Change of Control, the Comypamdertakes to facilitate Executigefeceipt of any of the benefits
forth in this Agreement by providing written notite Executive, at least ten (10) days in advanciefclosing of such transaction, whict
indicates the anticipated timing and material ecoicaerms of the anticipated transaction and éferences the Executivetights under th
Agreement. The Company shall also provide appripBaock Award exercise forms and instructionsssist Executive in exercising his or
rights to acquire securities of the Company on riorgo the consummation of the Change of ContEolecutive is strongly encouragec
consult with his or her tax and financial advisdopto electing to exercise any option pursuarthie Agreement.

3. Termination Upon Change of Control.

(a) Severance Benefitsin the event of the Executiv®Termination Upon Change of Control, Executiveldhaentitled ti
the following separation benefits:

(i) Salary and Accrued Benefits. All salary and accrued but unused vacatiomezhrthrough the date
Executive’s termination.

(i)  Annual Performance Bonus. Payment of a Prorated Portion of the cash valueExdcutives Annua
Performance Bonus measured as of the date of tatiminfor the year in which such termination occurs

(i) Expenses. Within fourteen (14) days of submission of ggp expense reports by the Execu
reimbursement by the Company for all expenses redidp and necessarily incurred by the Executivednnection with the business of
Company prior to his termination of employment.




(iv) Severance Payment

(1) if Executive is a New Executive, payment ofaamount equal to six (6) months of Executs/élighes
Annual Salary from the Company and 50% of the cadbe of Executives Annual Performance Bonus measured as of theofla¢éeminatior
at the applicable maximum achievable PerformanaelL&s in effect as of the date of such terminat@mhe paid in a lump sum on the sixt
(60™) day following such termination as provided in &&t 14; or

(2) if Executive is a Senior Executive, paymentinfamount equal to (a) six (6) months of Execusive
Highest Annual Salary from the Company and 50%hef ¢ash value of Executive’Annual Performance Bonus measured as of thead
termination at the applicable maximum achievablédPmance Level as in effect as of the date of decmination to be paid in a lump sum
the sixtieth (60") day following such termination as provided in 8@t 14 and (b) up to an additional six (6) montfisExecutives Highes
Annual Salary and 50% of such Annual PerformancauBomeasured as of the date of termination at pipdicable maximum achieval
Performance Level, less applicable withholding,llgba paid beginning six months after terminatienbject to Section 14, in ratable mon
installments for six months or until Executive sexsunew employment, whichever occurs earlier.

(v) Stock Awards.

(1) The ability to exercise any and all outstandiegted options granted after the Option Effeciate
(and any vested options granted prior to the Ogifiactive Date but only to the extent that sucteagion of exercisability would not reqt
the Company to incur a compensation expense fanéial statement purposes) for twelve (12) montbsnfthe date of termination
employment.

(2) The vesting of all Stock Awards (to the extemth Stock Award does not also constitute a poxi
Executives Annual Performance Bonus) granted by the Compatiye Executive and outstanding immediately pieogsuch Termination Upc
Change of Control shall have their vesting accégekasuch that (i) if Executive is a New Executis8% of the then unvested shares subje
such Stock Award will be deemed vested and exdrigsas of the date of termination of employment(iipif Executive is a Senior Executi\
100% of the then unvested shares subject to suotk Stward will be deemed vested and exercisablefathe date of termination
employment. Any shares vesting pursuant to thigi@e8(a)(v)(2) subject to a Performance Stock Advsinall vest at the applicable maxirr
achievable Performance Level. The shares vestingupat to this Section 3(a)(v)(2) will be issuedagtordance with Section 20(a). Excef
otherwise provided in the applicable Stock Awardeagent, the portion of any unvested Stock Awaad does not vest based on this Section
(a)(v)(2) will be forfeited by Executive and wilelof no further force or effect.

(b) Benefits Continuation.

(i) Inthe event of Executive Termination Upon Change of Control, Executivellgha entitled to elect continu
medical and dental insurance coverage in accordaithehe applicable provisions of the Consolida@uinibus Budget Reconciliation Act
1985, as amended, (“COBRA3nd the Company shall pay such COBRA premiums ijosiX (6) months from the date of terminatior
employment, if Executive is a New Executive; of fivelve (12) months from the date of terminatidremployment, if Executive is a Sen
Executive. Notwithstanding the above, in the e\Eexgcutive becomes eligible to be covered underrema@mployers group health plan (ott
than a plan which imposes a preexisting conditigralusion unless the preexisting condition exclusdwes not apply) during the per
provided for herein, the Company shall cease paywfghe COBRA premiums; and

(i)  Executive shall receive the benefits, if anyder the Compang'401(k) Plan and other Company benefit
to which he may be entitled pursuant to the terfreioh plans.

4. Termination of Employment.

(@) Severance Benefits In the event of the ExecutiwTermination of Employment, Executive shall beitlat to al
separation benefits provided in Section 3(a)(ipélary and Accrued Benefits’), Section 3(a)(ii) (“Annual Performance Bonus”) and 3(a)
(iii) (* Expenses’) above. In addition, Executive shall be entittedsix (6) months of Executive’Highest Annual Salary and 50% of the «
value of Executives Annual Performance Bonus at the applicable maxiraghievable Performance Level as in effect ahefdate of suc
termination, all less applicable withholding, paich lump sum within sixty (60) days of such teration as provided in Section 14.

(b) Performance Stock Awards




(i) A Prorated Portion of all shares subject tdd?erance Stock Awards granted to the ExecutiveheyGompan
and outstanding prior to such Termination of Empient with a performance period greater than oney€by and granted other thar
connection with Executive’ Annual Performance Bonus shall vest at such Resfioce Level as determined by the Board of Directm
Compensation Committee on the date of such detetiom

(i)  Immediately prior to the consummation of anya@fe of Control to occur after Executigelermination ¢
Employment, a Prorated Portion of Executsseutstanding Performance Stock Awards with a perdmce period greater than one (1) yeal
granted other than in connection with Execusv@nnual Performance Bonus will be deemed vestateafipplicable maximum achieva
Performance Level. The shares vesting pursuarttisoSection 4(b)(ii) will be exercisable, issuedconverted and paid in accordance !
Sections 2(c) and 20(a).

(c) Benefits Continuation.

(i) In the event of Executive Termination of Employment, Executive shall betkat to elect continued medi
and dental insurance coverage in accordance wétlapiplicable provisions of COBRA and the Comparsligtay such COBRA premiums -
six (6) months from the date of Termination of Eoyphent. Notwithstanding the above, in the eventdhiige becomes eligible to be cove
under another employargroup health plan (other than a plan which imp@sereexisting condition exclusion unless the yistiag conditior
exclusion does not apply) during the period prodittea herein, the Company shall cease paymenteo€C@BRA premiums; and

(i)  Executive shall receive the benefits, if anyder the Compang’401(k) Plan and other Company benefit ¢
to which he may be entitled pursuant to the terfrsioh plans.

5. Retirement Benefits

(& In order to be eligible for the Retirement Bitsedescribed in Section 5(b) below, the Executivest meet both of tl
following criteria:

(i) At the time of Executive’termination of employment with the Company (oftiian in circumstances in wh
such termination (i) constitutes a termination withuse or (i) does not qualify as a SeparatiomfBervice), the Executive has (1) achie
the age of 50 and served the Company for at I&agears; or (2) achieved the age of 55 and sehe@bmpany for at least 10 years; provi
however, if such termination of employment also stitnites a Termination of Employment or a TermimatiUpon Change of Contr
Executive must elect within thirty (30) days of Buermination to receive either the benefits prediéh Section 3 or Section 4, as applicabl
the benefits provided in this Section 5; and

(i) At any time during which the Executive is reteg Retirement Benefits, the Executive shall nb} pe
employed or on contract full time by a third pafgxcluding a norprofit organization described in Section 501(cY§8)he Code) or (2) enga
in Competition. If the Executive engages in eitfigror (2), then all Retirement Benefits shall tarate immediately and permanently.

(b) If both conditions in Sections 5(a)(i) and 5(a)&love are satisfied, the Executive shall be extitbubject to Secti
14, to receive the following Retirement Benefits”

(i) Option Exercisability. The ability to exercise any and all options grardaéeér the Option Effective Date (e
any options granted prior to the Option Effectivat®but only to the extent that such extensiorxefasability would not require the Comp:
to incur a compensation expense for financial siaté purposes) to the extent such options are dvemteof the date of termination
employment for the earlier of: (i) the term of #yation, (ii) the termination of the option in comtien with any Change of Control, or (iii) fi
years;

(i) Performance Stock Awards.The benefits provided under Section 4(bP€rformance Stock Awards”); and
(i) Medical and Dental Coverage. The Company shall pay the Executwehedical and dental premiums u
the Executive achieves the age of Medicare eligybiland additionally, if the Executive’medical and dental coverage on the da

termination included the Executiwdependents, the premiums of such dependentsthmmtitxecutive achieves the age of Medicare eliyjl
as follows:

(A) COBRA Continuation Coverage. Upon the termination of Executive’s active




employment with the Company, Executive shall betledtto elect continued medical and dental insaeacoverage in accordance with
applicable provisions of COBRA and the CompanyIgbe} such COBRA premiums.

(B) Coverage After COBRA & Prior to Medicare Eligibility . In the event the Executive is not eligi
for Medicare coverage at the end of his maximumliegiple COBRA coverage period, then, the Execusifall identify and locate either
both an individual conversion policy through theurer providing insurance coverage in connecticth Wie Company sponsored medical
dental plans available to active employees (ti@tversion Policy’), and/or a supplemental individual policy or an indual policy on th
open market (the Individual Policy ") to be effective upon the termination of his COBR#tinuation coverage so that, when the covel
for Executive provided by the Conversion Policy /andhe Individual Policy are combined, such coges provide substantially simi
medical and dental benefits in the aggregate asetpmvided under the medical and dental plansssped by the Company at such time, «
any time after the termination of Executive’'s enyphent, for active employees (theComparable Coveragé). The Company shall |
responsible for the payment of any Conversion Kofi;emiums and/or Individual Policy premiums foetiEomparable Coverage wh
payment shall not exceed the cost of premiums fedioal and dental coverage for then active emplayié&xecutive is at such time eligible
participate under the Company Plans, Executivelwlentitled to so participate.

(C) Coverage After COBRA & Upon Medicare Eligibiity . In the event the Executive is eligible
Medicare coverage at the end of his maximum appkc€OBRA coverage period, the Executive may idgréind locate a Medica
supplemental policy, which may include, to the akfgermitted, the medical and dental plans spoxsbyethe Company at such time for ac
employees (the “Company Plansthat, when combined with the coverage provided Bdidare, provides Comparable Coverage. If Exec
is at such time eligible to participate under th@mPany Plans, Executive will be entitled to so ipgrate; provided that Executive shall
solely responsible for the payment of any Medigaremiums and/or Medical supplemental policy prensuior the Comparable Cover:
(including, if applicable, any premiums under thengpany Plans).

(D) Taxes, Coverage The Executive shall be responsible for any takes may be attributable to
result from the payments made by the Company inrdemce with this Section 5(b)(iii) or receipt oédical and dental benefits attributabl
or result from such payments. Notwithstanding S&ch(b)(iii)(A) or (B), in the event Executive beues eligible to be covered under anc
employers group health plan (other than a plan which impas@reexisting condition exclusion to the extesringssible by law, unless t
preexisting condition exclusion does not apply)iniyithe period provided for herein, the Companylistease payment of any premiums.
Company will use commercially reasonable effortptovide that Executive will continue to be eligilbior coverage as provided under
Section 5(b)(iii) under the Company Plans, unlé&s Board of Directors or Compensation Committeerenes that such coverage wc
create an undue burden on the Company.

6. Termination of Employment due to Death or Pananent Disability .

(&) Inthe event of (i) the Executiviedeath during his employment with the Companytaed=xecutive having satisfied
criteria provided at Section 5(a)(i) as of or priorthe date of his death or (ii) the Executsvefeath during the period while Executive
receiving Retirement Benefits as a result of coamle with the criteria provided at Section 5(ayfi)d 5(a)(ii), (1) the Executive’lega
representative or any person empowered to act®hdtialf under his will or under the then appliedalws of descent and distribution shal
entitled to the benefits pursuant to Section 5)Ifj(Dption Exercisability ) and Section 5(b)(ii) (Performance Stock Awards”) and (2) th
Executive’s dependents, to the extent applicaltiall ¥e entitled to the benefits pursuant to Sec¢b)(iii)(A)-(D) (* Medical and Denta
Coverage”) for that period of time until the Executive walihave achieved the age of Medicare eligibilitthé# Executive had lived.

(b) In the event of the ExecutisePermanent Disability during his employment witle tCompany and the Execul
having satisfied the criteria provided at Sectiqn)8), the Executive, and to the extent applicablis dependents, shall be entitled to
benefits provided in Section 5(b)(i) Option Exercisability” ), Section 5(b)(ii) (“Performance Stock Awards”) and 5(b)(iii)(A)-(D) (*
Medical and Dental Coverage”).

7. Payment of Taxes All payments made to Executive under this Agreetrshall be subject to all applicable federal atate
income, employment and payroll taxes, includingxathholding taxes.

8. Parachute Payment Executive is strongly encouraged to review thiéowang provision and consult with his or her tamd
financial advisor concerning the application of gugrsonal tax consequences related to any payrpemigled for under this Agreement :
the following provision. In the event that any bétpayments and benefits provided for in this Agreet or otherwise payable to the Exect
(a “ 280G Payment) would (i) constitute a “parachute paymenmtithin the meaning of Section 280G of the Code, @indbut for this sentenc
be subject to the excise tax imposed by Sectio® 48%he Code (the Excise Tax"), then any such 280G Payment pursuant to this Agret
(a “ Payment’) shall be equal to the Reduced




Amount. The “Reduced Amount shall be either (i) the largest portion of the Papinthat would result in no portion of the Paymgattel
reduction) being subject to the Excise Tax ort{ig largest portion, up to and including the totdlthe Payment, whichever amount (i.e.,
amount determined by clause (i) or by clause (@j)er taking into account all applicable fedesthte and local employment taxes, inc
taxes, and the Excise Tax (all computed at thedsigapplicable marginal rate), results in the pdey Executive, on an aftéax basis, of tt
greater economic benefit notwithstanding that abame portion of the Payment may be subject tdEttse Tax. If a reduction in a Paym
is required pursuant to the preceding sentencett@dReduced Amount is determined pursuant to cl@xisef the preceding sentence,
reduction shall occur in the manner (th&®&duction Method’) that results in the greatest economic benefit foeditive. If more than ol
method of reduction will result in the same ecormbenefit, the items so reduced will be reducedrpta (the “Pro Rata Reduction Methc
"). Notwithstanding the foregoing, if the Reduction kiad or the Pro Rata Reduction Method would resuétriy portion of the Payment be
subject to taxes pursuant to Section 409A that dvowglt otherwise be subject to taxes pursuant t¢éidc®ed09A, then the Reduction Mett
and/or the Pro Rata Reduction Method, as the casebm, shall be modified so as to avoid the impwsiof taxes pursuant to Section 409/
follows: (A) as a first priority, the modificatioshall preserve to the greatest extent possiblegtbatest economic benefit for Executive
determined on an aftéax basis; (B) as a second priority, Paymentsdhatcontingent on future events (e.g., being teatenh without cause
shall be reduced (or eliminated) before Paymeisisédte not contingent on future events; and (G #wrd priority, Payments that ardéeferre:
compensationWithin the meaning of Section 409A shall be redug@deliminated) before Payments that are not defecompensation with
the meaning of Section 409A. Unless the Companytia@dExecutive otherwise agree in writing, any dateation required under this Sect
8 shall be made in writing by independent publiccamtants appointed by the Company and reasonablptable to the Executive (the *
Accountants”), whose determination shall be conclusive and bindjpgn the Executive and the Company for all purposbe Company sh
bear all costs the Accountants may reasonably imcaonnection with such determination, and the Gany and the Executive shall furnisi
the Accountants such information and documenth@gtcountants may reasonably request in orderalcera determination under this Sec
8.

9. Exclusive Remedy The payments and benefits provided for in SecBipBection 4, Section 5 or Section 15 shall ctutstithe
Executives sole and exclusive remedy for any alleged inpryother damages arising out of the cessation efetimployment relationst
between the Executive and the Company. The paégeto agree that irreparable damage would occanyf of the provisions of tt
Agreement were not performed in accordance witbdtspecific terms or were otherwise breached.dt@®rdingly agreed that the parties ¢
be entitled to enforce specifically the terms amaljsions hereof, this being in addition to anyesthemedy to which they are entitled at lax

in equity.

10. Proprietary and Confidential Information . The Executive agrees to continue to abide byté¢hes and conditions of a
Company’s confidentiality and/or proprietary riglagreement between the Executive and the Company.

11. Arbitration . Any claim, dispute or controversy arising outlif Agreement, the interpretation, validity or @mceability of thi:
Agreement or the alleged breach thereof shall bengted by the parties to binding arbitration bg #hmerican Arbitration Association in &
Jose, California or elsewhere by mutual agreemémé selection of the arbitrator and the arbitratppncedure shall be governed by
Commercial Arbitration Rules of the American Arhtibn Association. All costs and expenses of abin or litigation, including but n
limited to reasonable attorneys fees and othersa@stsonably incurred by the Executive, shall bd ps the Company. Judgment may
entered on the award of the arbitration in any thaving jurisdiction.

12. Interpretation . Executive and the Company agree that this Agreestall be interpreted in accordance with and goee b
the laws of the State of California, without regizduch state’s conflict of laws rules.

13. Conflict in Benefits. This Agreement shall supersede all prior arrareges) whether written or oral, and understanc
regarding the subject matter of this Agreement. th® extent Executive is entitled to severance derotbenefits upon termination
employment under this Agreement and any other aggag including any change in control agreemengreqt into by the Company and
Executive, entered into prior to the Effective Datee benefits payable under this Agreement shalessede and replace any other :
agreement. However, this Agreement is not intertdesihd shall not affect, limit or terminate (i) aplans, programs, or arrangements o
Company that are regularly made available to aifsigmt number of employees of the Company, (i§ @ompanys equity incentive plans, (i
any agreement or arrangement with the Executiviehs been reduced to writing and which does Hated¢o the subject matter hereof, or
any agreements or arrangements hereafter entdcellyithe parties in writing, except as otherwigpressly provided herein.

14. Release of ClaimsExecutive shall receive the severance benefith@Retirement Benefits pursuant to this Agreenoaiy if
Executive executes and returns to the Company,jmwitie applicable time period set forth therein buho event more than sixty (60) d
following the date of Executive’'s Separation fromndce, a release of claims (théRélease of Claims) in favor of the Company in a fol
reasonably satisfactory to the Company, and pesuith Release of Claims to become
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effective in accordance with its terms on or ptmisuch sixtieth day (the Release Agreement Deadliffg If the Release of Claims does
become effective by the Release Agreement DeadhieeExecutive will forfeit any right to severanoenefits or Retirement Benefits purst
to this Agreement. Regardless of whether the Relef<Claims becomes effective prior to the Reledgezement Deadline, any severa
benefits or Retirement Benefits payable prior t® Release Agreement Deadline shall be paid on éleaBe Agreement Deadline, with
remainder of the payments to be made as origisaleduled. Except to the minimum extent that paysienist be delayed pursuant to Sec
20(c) because Executive is a “specified employeaintil the effectiveness (or deemed effectivenetshe Release of Claims, all amounts
be paid as soon as practicable in accordance WwgéhCompany’s normal payroll practices following Extive’'s Separation from Servi
Notwithstanding the foregoing, the Release of C&ashall not be construed to waive any right to indiication or contribution otherwi:
available to Executive under law or rules of cogtergovernance with respect to claims by thirdipsifor actions or omissions in Executise’
role as an officer of the Company.

15. Successors and Assigns

(&) Successors of the Company The Company will require any successor or asggnether direct or indirect, |
purchase, merger, consolidation or otherwise) ltorasubstantially all of the business and/or assétthe Company, expressly, absolutely
unconditionally to assume and agree to performAlgieement in the same manner and to the sametektgrthe Company would be requi
to perform it if no such succession or assignmeuwt taken place. Failure of the Company to obtagh sigreement prior to the effectivenes
any such succession transaction shall be a brdatiiscAgreement and shall entitle the Executivéetaninate his or her employment with
Company within three (3) months thereafter ancet®ive the benefits provided under Section 3 af Agreement in the event of a Termina
Upon Change of Control; provided, however, thas(igh termination of employment must be a Separdtamm Service and (ii) the Execut
must deliver a Release of Claims as provided irti@ed4. As used in this Agreement, “Comparsyiall mean the Company as defined al
and any successor or assign to its business aasets as aforesaid which executes and deliveimgtieement provided for in this Sectior
or which otherwise becomes bound by all the temusp@ovisions of this Agreement by operation of.law

(b) Heirs of Executive. This Agreement shall inure to the benefit of dedenforceable by the Executisgdersonal ar
legal representatives, executors, administratoxgessors, heirs, distributees, devisees and kgate

16. Notices For purposes of this Agreement, notices andthBrocommunications provided for in the Agreemdralisbe in writing
and shall be deemed to have been duly given whéwedsd or mailed by United States registered maiturn receipt requested, post
prepaid, as follows:

if to the Company:
Power Integrations, Inc.
5245 Hellyer Avenue
San Jose, California 95138
Attn: Chief Executive Officer or Chief Financial fixfer

and if to the Executive, at the address specifiethis Agreement. Notice may also be given at satbler address as either party may |
furnished to the other in writing in accordancedwéth, except that notices of change of addresk Isa&ffective only upon receipt.

17. No Representations Executive acknowledges that he/she is not relgnd has not relied on any promise, representati
statement made by or on behalf of the Company wikiciot set forth in this Agreement.

18. Validity . If any one or more of the provisions (or any pdmtreof) of this Agreement shall be held invalitegal ot
unenforceable in any respect, the validity, legadihd enforceability of the remaining provisions émy part thereof) shall not in any way
affected or impaired thereby.

19. Consultation with Legal and Financial Adviscs . Executive acknowledges that his Agreement cordignsificant legal right:
and may also involve the waiver of rights undereotagreements; that the Company has encourageditiweeto consult with Executive’
personal legal and financial advisers; and thatchtcee has had adequate time to consult with Exeest advisers before signing t
Agreement.

20. Application of Section 409A and Other Limitéions. Executive is strongly encouraged to review theofglhg provisions ar
consult with his or her tax and financial advisoncerning the application of any personal tax cqneaces related to any payments prov
for under this Agreement and the following proviso




(@ If any Stock Award (other than stock optiongsting pursuant to Section 2(a), Section 2(b), i&ec(a)(v)(2) o
Section 4(b)(ii):

(i) does not constitute “deferred compensatisithin the meaning of Section 409A, the sharesinggtursuant t
such events will be issued (1) in respect of Sacki@), Section 2(b) and Section 4(b)(ii) immediatgior to the consummation of the Cha
of Control, and (2) in respect of Section 3(a)(¥)2 the sixtieth (60") day following the Termination Upon Change of Gohtas furthe
provided in Section 14 hereof.

(i)  does constitute “deferred compensatianithin the meaning of Section 409A, the sharesinggpursuant t
such events will be issued (1) in respect of Sac®i@), Section 2(b) and Section 4(b)(ii) immediafgior to the Change of Control, provic
such payment can be made without adverse persaxalonsequences to the Executive, or else the shasting pursuant to Section 2
Section 2(b) and Section 4(b)(ii) will be convertiio the same consideration received by the heladdérthe Compang common stoc
pursuant to the Change of Control, and such coredide will be issued in accordance with the delvechedule for such Stock Award in efl
immediately prior to the Change of Control andi(Rjespect of Section 3(a)(v)(2) will be issuedattordance with the delivery schedule
such Stock Award in effect immediately prior to thermination Upon Change of Control.

(b) Extension of Stock Option Exercise PeriodNotwithstanding anything to the contrary in thisr@gment, in the eve
any extended exercise period provided for in thise®ment shall result in a portion of a stock apfi@coming subject to the provision:
Section 409A, the extended exercise period of qumttion of such stock option shall be automaticahortened by the minimum ext
necessary to prevent such portion of such optiomfbecoming subject to Section 409A. In no evedlt aviy provisions in this Agreeme
providing for an extended exercise period resuthaextension of the exercise period of any stition beyond the maximum permitted t
of such stock option as provided under the applécaluity incentive plan and stock option awardeagrent in effect for such stock opti
assuming for the purposes of this Section 20(iHerination of Executive’s employment with the Canp.

(c) Other Benefits. Notwithstanding anything to the contrary hereire flollowing provisions apply to the extent i
benefits (“Benefits”) provided herein other than those described in 8&e@0(b) are subject to Section 409A: (A) The Bésefre intended
qualify for an exemption from application of Sectid09A or comply with the requirements of Secti@9A to the extent necessary to a\
adverse personal tax consequences under Sectidn 408 any ambiguities herein shall be interpretecbrdingly. (B) Benefits contingent o
termination of employment shall not commence uBxécutive has a Separation from Service. (C) Eastailment of a Benefit is a sepal
“payment” for purposes of Treas. Reg. Section 1M4Q2%b)(2)(i). (D) Each Benefit is intended to satishe exemptions from application
Section 409A provided under Treasury Regulationsti®es 1.409A-1(b)(4), 1.409A-1(b)(5) and 1.40985)(9) to the maximum exte
available. However, if such exemptions are notlabé and Executive is, upon Executive’s Separafiom Service, a “specified employee”
for the purposes of Section 409A, then, solelyh® éxtent necessary to avoid adverse personaldiasequences under Section 409A,
timing of the Benefit payments otherwise payablermto such date shall be delayed until the eadfefx) six (6) months and one day a
Executive’s Separation from Service, or (y) Exeeis death, and any payments otherwise schedulednmade after such date shall be pai
originally scheduled. (E) To the extent that anynf®irsements payable to Executive pursuant to @e8fja)(iii) are subject to the provision:
Section 409A, the following provisions will apply iaddition to the provisions of any applicable exgee reimbursement policy: (a) to
eligible to obtain reimbursement for such expertsascutive must submit expense reports within 45ddter the expense is incurred, (b)
such reimbursements will be paid no later thareimdier of (x) thirty (30) days after the date Extiee submits receipts for the expenses ¢
December 31 of the year following the year in whith expense was incurred, (c) the amount of exgsemrsmbursed in one year will not afi
the amount eligible for reimbursement in any subseg year, and (d) the right to reimbursement unlisr Agreement will not be subject
liquidation or exchange for another benefit.

(d) Payment of Health Care Benefits.Notwithstanding anything to the contrary set fottkrein, if the Compar
determines, in its sole discretion, that it canmaivide the COBRA premium, Conversion Policy premjundividual Policy premium, or oth
medical and dental coverage premiums (togethet Health Care Benefits') contemplated under this Agreement without potegtiakurring
financial costs or penalties under applicable lawelgding, without limitation, Section 2716 of thRublic Health Service Act), the Comp:
shall in lieu thereof pay Executive a taxable castount, which payment shall be made regardlesshettver Executive or Executivetligible
family members elect health care continuation cager(the “Health Care Benefit Payment). Subject to any further delay in paym
required by Section 14 of this Agreement, the He@lire Benefit Payment shall be paid in monthlyaiiments on the same schedule that
amounts would otherwise have been paid to the émsiihe Health Care Benefit Payment shall be etpuéh) the amount that the Comp
would have otherwise paid to provide the HealtheCRenefits for the duration of the applicalsieverance period (which amount shal
calculated based on the premium for the first marftboverage), plus (b) an additional amount sinet &after payment of all taxes, Execu
retains an amount equal to the Company’s aggregsteof otherwise providing the Health Care Beseffor purposes of
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calculating the “additional amount’ clause (b) of the preceding sentence, Executinadl be deemed to have: paid federal income takés
highest marginal rate of federal income and emplayntaxation for the calendar year in which thelthe@are Benefit Payment is to be m:
and paid applicable state and local income taxéseshighest rate of taxation for the calendar yeavhich the Health Care Benefit Paymel
to be made, net of the maximum reduction in fedie@me taxes which could be obtained from deduatiosuch state and local taxes.

21. Definitions. As used in this Agreement, unless the contextiireg a different meaning, the following terms &lgve thi
meanings set forth herein:

(&) “2007 Equity Incentive Plari means that certain 2007 Equity Incentive Plannasraled, as originally adopted by
Board of Directors on September 10, 2007, and angessor plan thereto.

(b) * Annual Performance Bonus' means the Executive’current annual performance incentive bonus aafigicabli
maximum achievable Performance Level, whether stingi of cash or Stock Awards, as determined by Board of Directors ¢
Compensation Committee on an annual basis.

(c) “ Cause’ means:

(i) A material act of theft, dishonesty, fraudgimional falsification of any employment or Compaaygords or th
commission of any criminal act which impairs Exéeels ability to perform his/her duties under tligreement;

(i) A material improper disclosure of the Companyonfidential, business or proprietary informatiby
Executive;

(i)  Any action by Executive intentionally causing orpegted to cause material harm to the reputatior
standing of the Company, or gross negligence offulimisconduct in the performance of Executwedssigned duties (but not m
unsatisfactory performance); or

(iv)  The Executives conviction (including any plea of guilty or notmntendere) for a felony causing mate
harm to the reputation and standing of the Compasiyletermined by the Company in good faith.

(d) “Change of Control’ means:

(i) Any “person” (as such term is used in Sections 13(d) and 14(theoSecurities Exchange Act of 1934
amended (the “Exchange Act”yther than a trustee or other fiduciary holdingusites of the Company under an employee benedi pif the
Company becomes the “beneficial owner” (as definddule 13d3 promulgated under the Exchange Act), directlindirectly, of securities «
the Company representing 50% or more of (A) thetantling shares of common stock of the Companypthe combined voting power
the Company'’s then-outstanding securities;

(i) The Company is party to a merger or consolaativhich results in the holders of voting secusitadf the
Company outstanding immediately prior thereto figjlto continue to represent (either by remainintstamding or by being converted i
voting securities of the surviving entity) at le&8% of the combined voting power of the votingwsé®s of the Company or such surviv
entity outstanding immediately after such mergezansolidation;

(i)  There occurs a change in the Board of Direatbthe Company within a twgear period, as a result of wh
fewer than a majority of the Directors are Incunth@imectors. For purposes of this Agreement, arttimbent Directoris any director who
either:

(A) Adirector of the Company as of January 1, 2013
(B) A director who is elected or nominated for &tmtto the Board of Directors of the Company witik
affirmative votes of at least a majority of the dntbent Directors at the time of such election animation (but shall not include an individ

whose election or nomination is in connection vaithactual or threatened proxy contest relatinpeéoeiection of directors to the Company).

(iv)  The sale or disposition of 50% or more of tl@mpanys assets (or consummation of any transaction h
similar effect); or




(v) The dissolution or liquidation of the Company.
(e) “Code” means the Internal Revenue Code of 1986, as aetend

(H “ Company” shall mean Power Integrations, Inc., and followan@€hange of Control, any successor or assign
business and/or assets that agrees or otherwisenkedound by all the terms and provisions of Algireement by operation of law.

(g) “ Competition” shall mean rendering services for any organizatioengaging in any business directly compet
with the Company or materially contrary or harntfuthe interests of the Company, including, butlimtted to (i) accepting employment wi
or serving as a consultant, advisor or in any ottagracity to, the division or other portion of thasiness of any employer which comp
directly with the Company; (ii) materially actingy@nst the interest of the Company or (iii) perdigneecruiting, directly or indirectly, ar
person who is then an employee of the Company.

(h) “ Executive Officer” means any employee of the Company designated auntdxe officer by the Board of Directors
Compensation Committee.

(i) “ Good Reasori means the occurrence of any of the following dbods, without Executives written consent, whi
condition(s) remain(s) in effect 20 days after teritnotice to the Board of Directors from Execuibfesuch condition(s), if such notice is gi
within one year of the occurrence of such cond{B@n

(i) A material decrease or planned decrease inufixets annual salary, the cash value of Execusiv&hnua
Performance Bonus or employee benefits followir@hange of Control;

(i) A demotion, a material reduction in Executs/gdosition, responsibilities or duties or a materg@vers
change in Executive’substantive functional responsibilities or dyt@®vided, however, that in the event of a Chanig€ontrol, Executiv
will be deemed demoted and his position, respadiitg#si or duties materially reduced or his substenfunctional responsibilities or dut
materially adversely changed if Executive is napansible for at least substantially the same fandhat Executive had in the Company
to the Change of Control.

(i)  The relocation of Executive’'work place for the Company to a location morentfifty (50) miles from th
current location of Executive’'work place or a material adverse change in tivking conditions or established working hours whiehsist fo
a period of six continuous months; or

(iv)  Any material breach of this Agreement by thempany.

() “ Highest Annual Salary’” means Executives highest annual salary in any of the three yemsagling the applicak
date of determination, provided, however, thahd Executive’s then effective annual salary wowddBxecutives highest annual salary ug
completion of the current year of service, thenhagf Annual Salary shall mean Executive’'s thencéffe annual salary.

(k) “ New Executive” means an Executive who has served as an execltititree Company for fewer than five ye:
Executives service to the Company as an executive will bl to begin upon the date of commencement of@amant as an Executi
Officer or upon the date of promotion to an ExeeitDfficer position. A New Executive will be firgligible for the benefits under tl
Agreement upon the completion of one year of catirs service as an Executive Officer of the Companjess the Board of Directors
Compensation Committee determines otherwise.

() “ Performance Level means the pay out amounts (whether in cash or $taekds) based upon the satisfaction of
or more performance criteria as determined by thar& of Directors or Compensation Committee.

(m) “ Performance Stock Award means any Stock Award subject to vesting upon tiéegement of any Performar
Level regardless of the length of any performarexéopl.

(n) “Permanent Disability’ means that:

(i) The Executive has been incapacitated by badjlyy or disease so as to be prevented therely éngaging i
the performance of the Executive’s duties;

(i)  Such total incapacity shall have continuedsf@eriod of six consecutive months;
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(iii) Such incapacity will, in the opinion of a qdi@d physician, be permanent and continuous duthm
remainder of the Executive’s life; and

(iv)  Such incapacity results in Executive’s Separefiom Service.
(o) *“Prorated Portion” means a fraction the numerator of which is the remalb days in an applicable performance pe
prior to such Executive’ termination of employment and the denominatowbich is the total number of days in an applicgi@eformanc
period.

(p) “Release of Claim8 means the release of claims required by Sectbaofthis Agreement.

(@) “ Retention Stock Award means any Stock Award subject to vesting upon dbmpletion of timebased vestir
criteria.

() “ Section 409A’" means Section 409A of the Code and the regulatiodsother guidance thereunder and any stat
of similar effect.

(s) “ Senior Executiveé’ means an Executive who has served continuously axecutive of the Company for at least
years. Executiv's service to the Company as an executive will bedl to begin upon the date of commencement of ammant as ¢
Executive Officer or upon the date of promotionato Executive Officer position, unless the Boardakectors or Compensation Commit
determines otherwise.

(t) “ Separation from Servicé means a “separation from servicigtr the purposes of Section 409A with respect &
Company.

(u) “ Stock Award” shall have the same meaning given to it in the 2Buity Incentive Plan, as may be amended
time to time.

(v) “ Termination of Employment means Executive’s Separation from Service thstlte from:

(i) Any termination of employment of the Executlwethe Company without Cause; or

(i)  Any resignation by the Executive for Good Reaso
“Termination of Employmentshall not include any termination of the employmehthe Executive (a) by the Company for Cause;al)
result of Permanent Disability of the Executive) & a result of the death of the Executive; (dpasgsult of the voluntary termination
employment by the Executive for reasons other thaod Reason; or (e) a Termination Upon Change otrGb

(w)  “ Termination Upon Change of Contrdl means Executive’s Separation from Service thsiilts from:

(i)  Any termination of the employment of the Exéeaitby the Company without Cause on or within ebgint (18
months after (i) the occurrence of a Change of tndr (ii) the date that the person serving athefEffective Date as Chief Executive Offi
of the Company ceases to serve in such office; or

(i)  Any resignation by the Executive for Good Reasgdthin eighteen (18) months after (i) the occooe of :
Change of Control or (ii) the date that the perserving as of the Effective Date as Chief Execu@ficer of the Company ceases to sen
such office.

“Termination Upon Change of Contrathall not include any termination of the employmeithe Executive (a) by the Company for Cause

as a result of the Permanent Disability of the Eixige; (c) as a result of the death of the Exeaytior (d) as a result of the volunt
termination of employment by the Executive for masother than Good Reason.

* k k% %
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EXHIBIT 10.8

POWER INTEGRATIONS, INC.
AMENDED AND RESTATED EXECUTIVE OFFICER BENEFITS AGR EEMENT

This Amended and Restated Executive Officer BenefitAgreement(the“Agreement”) is made and entered into as of May 1, ¢
(the “Effective Date” ), by and betweePower Integrations, Inc., a Delaware corporation, (theCompany”) and Sandeep Nayyar (“
Executive”).

Recitals

A. Executive is an Executive Officer of the Camy and possesses valuable knowledge of the Comparyusiness and operatic
and the markets in which the Company competes.

B. The Company draws upon the knowledge, expeei@nd advice of Executive in order to managkutiness for the benefit of 1
Company’s stockholders.

C. The Board of Directors desires to supplenk&mcutives employment arrangements so as to provide additmmpensation ai
benefits to the Executive to encourage Executiveaiatinue to devote his attention and dedicatioth®d Company and to create additic
incentives to continue his employment with the Camp

D. The Company and Executive previously enténéol an Amended and Restated Executive OfficerdiemAgreement by ai
between the Company and Executive, dated May 1133 2Be“Prior Agreement”).

E. The Company and Executive have agreed to diawed restate the Prior Agreement in its entirstget forth herein.

Agreement

Therefore, in consideration of the mutual agreements, covanant considerations contained herein, the underdifpereby agr
and acknowledge as follows:

1. The Prior Agreement is hereby amended andteskta its entirety and the parties hereby agretheaerms hereof, including 1
terms set forth on Exhibit A hereto. As providedguant to Section 21(s) of Exhibit A hereto, theaBbof Directors of the Company |
determined Executive shall be eligible for the biémerovided to a Senior Executive under this Agnent immediately as of the Effect
Date.

2. For the purposes of this Agreement th®ygtion Effective Date” shall mean the Effective Date unless this Agreenerr
amendment to an earlier agreement in which casé@yion Effective Daté' shall mean July 22, 2010.

3. This Agreement may only be modified or ameniga supplemental written agreement signed by Bikerand the Company.

* k k% %




In Witness Whereof, the undersigned have executed thinended and Restated Executive Officer Benefits Agement,intending
to be legally bound as of the Effective Date.

COMPANY: Power Integrations, Inc.
By: /s/ Balu Balakrishnan
Name: Balu Balakrishnan
Title: President and CEO

EXECUTIVE: /sl Sandeep Nayyar
Sandeep Nayyar

Address for Notice: Executive’s home addre
as reflected in the records of the Company




EXHIBIT A

TERMS OF AMENDED AND RESTATED
EXECUTIVE OFFICER BENEFITS AGREEMENT

1. Position and DutiesExecutive shall continue to be anvatl employee of the Company employed in his/herrent position ¢
his/her then current salary rate. Executive sHah &e entitled to continue to participate in aoddceive benefits on the same basis as
executive or senior staff members under any ofbmpanys employee benefit plans as in effect from timértee. In addition, Executive sh
be entitled to the benefits afforded to other erppés similarly situated under the Compangimployment policies. Executive agrees to de
the business time, energy and skill necessary éow® his/her duties at the Company. These dutial isclude, but not be limited to, 8
duties consistent with his/her position which mayassigned to Executive from time to time.

2. Acceleration of Vesting of Stock Awards Upom Change of Control. In the event of a Change of Control, and provittex
Executive’s employment with the Company has nohieated prior to such date, Executive shall betledtito the following benefits:

(&) All Retention Stock Awards granted by the Comp#o the Executive prior to the Change of Congidll have the
vesting accelerated such that 25% of the then tedeshares subject to each Retention Stock Awalldberideemed vested and exercisab
issuable as of the consummation of the Change aitrGlo Notwithstanding the foregoing, if the Change Control does not require 1
assumption or substitution by the acquiring er(tityparent thereof) of all of the Compasybligations of the then outstanding Retentiorcl
Awards, then (i) if Executive is a New Executiv@%b of the then unvested shares subject to eaclReteStock Awards will be accelera
and deemed vested and exercisable prior to theuoamgtion of the Change of Control; or (ii) if Exéive is a Senior Executive, 100% of
then unvested shares subject to any Retention $taekds will be accelerated and deemed vested »ertisable prior to the consummatiol
the Change of Control. The shares vesting pursiaatitis Section 2(a) will be exercisable, issueccanverted and paid in accordance
Sections 2(c) and 20(a). Except as otherwise peavid the applicable award agreement, the portfoang unvested Retention Stock Aw
that is not assumed (or an appropriate substitytfomided) and that does not vest based on thisdbe2(a) will be forfeited by Executive a
will be of no further force or effect.

(b) All Performance Stock Awards granted by the @any to the Executive prior to the Change of Cdrghall have the
vesting accelerated immediately prior to consumamatf such Change of Control so that 100% of tlen thnvested shares will be deel
vested at the applicable maximum achievable Pedoom Level . The shares vesting pursuant to thasde2(b) will be exercisable, issuec
converted and paid in accordance with Sections&{d)20(a).

(c) Inthe event of a Change of Control, the Comypamdertakes to facilitate Executigefeceipt of any of the benefits
forth in this Agreement by providing written notite Executive, at least ten (10) days in advanciefclosing of such transaction, whict
indicates the anticipated timing and material ecoicaerms of the anticipated transaction and éferences the Executivetights under th
Agreement. The Company shall also provide appripBaock Award exercise forms and instructionsssist Executive in exercising his or
rights to acquire securities of the Company on riorgo the consummation of the Change of ContEolecutive is strongly encouragec
consult with his or her tax and financial advisdopto electing to exercise any option pursuarthie Agreement.

3. Termination Upon Change of Control.

(a) Severance Benefitsin the event of the Executiv®Termination Upon Change of Control, Executiveldhaentitled ti
the following separation benefits:

(i) Salary and Accrued Benefits. All salary and accrued but unused vacatiomezhrthrough the date
Executive’s termination.

(i)  Annual Performance Bonus. Payment of a Prorated Portion of the cash valueExdcutives Annua
Performance Bonus measured as of the date of tatiminfor the year in which such termination occurs

(i) Expenses. Within fourteen (14) days of submission of ggp expense reports by the Execu
reimbursement by the Company for all expenses redidp and necessarily incurred by the Executivednnection with the business of
Company prior to his termination of employment.




(iv) Severance Payment

(1) if Executive is a New Executive, payment ofaamount equal to six (6) months of Executs/élighes
Annual Salary from the Company and 50% of the cadbe of Executives Annual Performance Bonus measured as of theofla¢éeminatior
at the applicable maximum achievable PerformanaelL&s in effect as of the date of such terminat@mhe paid in a lump sum on the sixt
(60™) day following such termination as provided in &&t 14; or

(2) if Executive is a Senior Executive, paymentinfamount equal to (a) six (6) months of Execusive
Highest Annual Salary from the Company and 50%hef ¢ash value of Executive’Annual Performance Bonus measured as of thead
termination at the applicable maximum achievablédPmance Level as in effect as of the date of decmination to be paid in a lump sum
the sixtieth (60") day following such termination as provided in 8@t 14 and (b) up to an additional six (6) montfisExecutives Highes
Annual Salary and 50% of such Annual PerformancauBomeasured as of the date of termination at pipdicable maximum achieval
Performance Level, less applicable withholding,llgba paid beginning six months after terminatienbject to Section 14, in ratable mon
installments for six months or until Executive sexsunew employment, whichever occurs earlier.

(v) Stock Awards.

(1) The ability to exercise any and all outstandiegted options granted after the Option Effeciate
(and any vested options granted prior to the Ogifiactive Date but only to the extent that sucteagion of exercisability would not reqt
the Company to incur a compensation expense fanéial statement purposes) for twelve (12) montbsnfthe date of termination
employment.

(2) The vesting of all Stock Awards (to the extemth Stock Award does not also constitute a poxi
Executives Annual Performance Bonus) granted by the Compatiye Executive and outstanding immediately pieogsuch Termination Upc
Change of Control shall have their vesting accégekasuch that (i) if Executive is a New Executis8% of the then unvested shares subje
such Stock Award will be deemed vested and exdrigsas of the date of termination of employment(iipif Executive is a Senior Executi\
100% of the then unvested shares subject to suotk Stward will be deemed vested and exercisablefathe date of termination
employment. Any shares vesting pursuant to thigi@e8(a)(v)(2) subject to a Performance Stock Advsinall vest at the applicable maxirr
achievable Performance Level. The shares vestingupat to this Section 3(a)(v)(2) will be issuedagtordance with Section 20(a). Excef
otherwise provided in the applicable Stock Awardeagent, the portion of any unvested Stock Awaad does not vest based on this Section
(a)(v)(2) will be forfeited by Executive and wilelof no further force or effect.

(b) Benefits Continuation.

(i) Inthe event of Executive Termination Upon Change of Control, Executivellgha entitled to elect continu
medical and dental insurance coverage in accordaithehe applicable provisions of the Consolida@uinibus Budget Reconciliation Act
1985, as amended, (“COBRA3nd the Company shall pay such COBRA premiums ijosiX (6) months from the date of terminatior
employment, if Executive is a New Executive; of fivelve (12) months from the date of terminatidremployment, if Executive is a Sen
Executive. Notwithstanding the above, in the e\Eexgcutive becomes eligible to be covered underrema@mployers group health plan (ott
than a plan which imposes a preexisting conditigralusion unless the preexisting condition exclusdwes not apply) during the per
provided for herein, the Company shall cease paywfghe COBRA premiums; and

(i)  Executive shall receive the benefits, if anyder the Compang'401(k) Plan and other Company benefit
to which he may be entitled pursuant to the terfreioh plans.

4. Termination of Employment.

(&) Severance Benefits In the event of the ExecutiwTermination of Employment, Executive shall beitlat to al
separation benefits provided in Section 3(a)(ipélary and Accrued Benefits’), Section 3(a)(ii) (“Annual Performance Bonus”) and 3(a)
(iii) (* Expenses’) above. In addition, Executive shall be entittedsix (6) months of Executive’Highest Annual Salary and 50% of the «
value of Executives Annual Performance Bonus at the applicable maxiraghievable Performance Level as in effect ahefdate of suc
termination, all less applicable withholding, paich lump sum within sixty (60) days of such teration as provided in Section 14.

(b) Performance Stock Awards




(i) A Prorated Portion of all shares subject tdd?erance Stock Awards granted to the ExecutiveheyGompan
and outstanding prior to such Termination of Empient with a performance period greater than oney€by and granted other thar
connection with Executive’ Annual Performance Bonus shall vest at such Resfioce Level as determined by the Board of Directm
Compensation Committee on the date of such detetiom

(i)  Immediately prior to the consummation of anya@fe of Control to occur after Executigelermination ¢
Employment, a Prorated Portion of Executsseutstanding Performance Stock Awards with a perdmce period greater than one (1) yeal
granted other than in connection with Execusv@nnual Performance Bonus will be deemed vestateafipplicable maximum achieva
Performance Level. The shares vesting pursuarttisoSection 4(b)(ii) will be exercisable, issuedconverted and paid in accordance !
Sections 2(c) and 20(a).

(c) Benefits Continuation.

(i) In the event of Executive Termination of Employment, Executive shall betkat to elect continued medi
and dental insurance coverage in accordance wétlapiplicable provisions of COBRA and the Comparsligtay such COBRA premiums -
six (6) months from the date of Termination of Eoyphent. Notwithstanding the above, in the eventdhiige becomes eligible to be cove
under another employargroup health plan (other than a plan which imp@sereexisting condition exclusion unless the yistiag conditior
exclusion does not apply) during the period prodittea herein, the Company shall cease paymenteo€C@BRA premiums; and

(i)  Executive shall receive the benefits, if any, uritter Companys 401(k) Plan and other Company benefit ¢
to which he may be entitled pursuant to the terfrsioh plans.

5. Retirement Benefits

(& In order to be eligible for the Retirement Bitsedescribed in Section 5(b) below, the Executivest meet both of tl
following criteria:

(i) At the time of Executive’termination of employment with the Company (oftiian in circumstances in wh
such termination (i) constitutes a termination withuse or (i) does not qualify as a SeparatiomfBervice), the Executive has (1) achie
the age of 50 and served the Company for at I&agears; or (2) achieved the age of 55 and sehe@bmpany for at least 10 years; provi
however, if such termination of employment also stitnites a Termination of Employment or a TermimatiUpon Change of Contr
Executive must elect within thirty (30) days of Buermination to receive either the benefits prediéh Section 3 or Section 4, as applicabl
the benefits provided in this Section 5; and

(i) At any time during which the Executive is reteg Retirement Benefits, the Executive shall nb} pe
employed or on contract full time by a third pafgxcluding a norprofit organization described in Section 501(cY§8)he Code) or (2) enga
in Competition. If the Executive engages in eitfigror (2), then all Retirement Benefits shall tarate immediately and permanently.

(b) If both conditions in Sections 5(a)(i) and %iiabove are satisfied, the Executive shall bétled, subject to Sectic
14, to receive the following Retirement Benefits”

(i) Option Exercisability. The ability to exercise any and all options grardaéeér the Option Effective Date (e
any options granted prior to the Option Effectivat®but only to the extent that such extensiorxefasability would not require the Comp:
to incur a compensation expense for financial siaté purposes) to the extent such options are dvemteof the date of termination
employment for the earlier of: (i) the term of #yation, (ii) the termination of the option in comtien with any Change of Control, or (iii) fi
years;

(i) Performance Stock Awards.The benefits provided under Section 4(bP€rformance Stock Awards”); and
(i) Medical and Dental Coverage. The Company shall pay the Executwehedical and dental premiums u
the Executive achieves the age of Medicare eligybiland additionally, if the Executive’medical and dental coverage on the da

termination included the Executiwdependents, the premiums of such dependentsthmmtitxecutive achieves the age of Medicare eliyjl
as follows:

(A) COBRA Continuation Coverage. Upon the termination of Executive’s active




employment with the Company, Executive shall betledtto elect continued medical and dental insaeacoverage in accordance with
applicable provisions of COBRA and the CompanyIgbe} such COBRA premiums.

(B) Coverage After COBRA & Prior to Medicare Eligibility . In the event the Executive is not eligi
for Medicare coverage at the end of his maximumliegiple COBRA coverage period, then, the Execusifall identify and locate either
both an individual conversion policy through theurer providing insurance coverage in connecticth Wie Company sponsored medical
dental plans available to active employees (ti@tversion Policy’), and/or a supplemental individual policy or an indual policy on th
open market (the Individual Policy ") to be effective upon the termination of his COBR#tinuation coverage so that, when the covel
for Executive provided by the Conversion Policy /andhe Individual Policy are combined, such coges provide substantially simi
medical and dental benefits in the aggregate asetpmvided under the medical and dental plansssped by the Company at such time, «
any time after the termination of Executive’'s enyphent, for active employees (theComparable Coveragé). The Company shall |
responsible for the payment of any Conversion Kofi;emiums and/or Individual Policy premiums foetiEomparable Coverage wh
payment shall not exceed the cost of premiums fedioal and dental coverage for then active emplayié&xecutive is at such time eligible
participate under the Company Plans, Executivelwlentitled to so participate.

(C) Coverage After COBRA & Upon Medicare Eligibiity . In the event the Executive is eligible
Medicare coverage at the end of his maximum appkc€OBRA coverage period, the Executive may idgréind locate a Medica
supplemental policy, which may include, to the akfgermitted, the medical and dental plans spoxsbyethe Company at such time for ac
employees (the “Company Plansthat, when combined with the coverage provided Bdidare, provides Comparable Coverage. If Exec
is at such time eligible to participate under th@mPany Plans, Executive will be entitled to so ipgrate; provided that Executive shall
solely responsible for the payment of any Medigaremiums and/or Medical supplemental policy prensuior the Comparable Cover:
(including, if applicable, any premiums under thengpany Plans).

(D) Taxes, Coverage The Executive shall be responsible for any takes may be attributable to
result from the payments made by the Company inrdemce with this Section 5(b)(iii) or receipt oédical and dental benefits attributabl
or result from such payments. Notwithstanding S&ch(b)(iii)(A) or (B), in the event Executive beues eligible to be covered under anc
employers group health plan (other than a plan which impas@reexisting condition exclusion to the extesringssible by law, unless t
preexisting condition exclusion does not apply)iniyithe period provided for herein, the Companylistease payment of any premiums.
Company will use commercially reasonable effortptovide that Executive will continue to be eligilbior coverage as provided under
Section 5(b)(iii) under the Company Plans, unlé&s Board of Directors or Compensation Committeerenes that such coverage wc
create an undue burden on the Company.

6. Termination of Employment due to Death or Pananent Disability .

(& Inthe event of (i) the Executigeteath during his employment with the Companytaed=xecutive having satisfied
criteria provided at Section 5(a)(i) as of or priorthe date of his death or (ii) the Executsvefeath during the period while Executive
receiving Retirement Benefits as a result of coamle with the criteria provided at Section 5(ayfi)d 5(a)(ii), (1) the Executive’lega
representative or any person empowered to act®hdtialf under his will or under the then appliedalws of descent and distribution shal
entitled to the benefits pursuant to Section 5)Ifj(Dption Exercisability ) and Section 5(b)(ii) (Performance Stock Awards”) and (2) th
Executive’s dependents, to the extent applicaltiall ¥e entitled to the benefits pursuant to Sec¢b)(iii)(A)-(D) (* Medical and Denta
Coverage”) for that period of time until the Executive walihave achieved the age of Medicare eligibilitthé# Executive had lived.

(b) In the event of the ExecutisePermanent Disability during his employment witle tCompany and the Execul
having satisfied the criteria provided at Sectiqn)8), the Executive, and to the extent applicablis dependents, shall be entitled to
benefits provided in Section 5(b)(i) Option Exercisability” ), Section 5(b)(ii) (“Performance Stock Awards”) and 5(b)(iii)(A)-(D) (*
Medical and Dental Coverage”).

7. Payment of Taxes All payments made to Executive under this Agreetrshall be subject to all applicable federal atate
income, employment and payroll taxes, includingxathholding taxes.

8. Parachute Payment Executive is strongly encouraged to review thiéowang provision and consult with his or her tamd
financial advisor concerning the application of gugrsonal tax consequences related to any payrpemigled for under this Agreement :
the following provision. In the event that any bétpayments and benefits provided for in this Agreet or otherwise payable to the Exect
(a “ 280G Payment) would (i) constitute a “parachute paymenmtithin the meaning of Section 280G of the Code, @indbut for this sentenc
be subject to the excise tax imposed by Sectio® 48%he Code (the Excise Tax"), then any such 280G Payment pursuant to this Agret
(a “ Payment’) shall be equal to the Reduced




Amount. The “Reduced Amount shall be either (i) the largest portion of the Papinthat would result in no portion of the Paymgattel
reduction) being subject to the Excise Tax ort{ig largest portion, up to and including the totdlthe Payment, whichever amount (i.e.,
amount determined by clause (i) or by clause (@j)er taking into account all applicable fedesthte and local employment taxes, inc
taxes, and the Excise Tax (all computed at thedsigapplicable marginal rate), results in the pdey Executive, on an aftéax basis, of tt
greater economic benefit notwithstanding that abame portion of the Payment may be subject tdEttse Tax. If a reduction in a Paym
is required pursuant to the preceding sentencett@dReduced Amount is determined pursuant to cl@xisef the preceding sentence,
reduction shall occur in the manner (th&®&duction Method’) that results in the greatest economic benefit foeditive. If more than ol
method of reduction will result in the same ecormbenefit, the items so reduced will be reducedrpta (the “Pro Rata Reduction Methc
"). Notwithstanding the foregoing, if the Reduction kiad or the Pro Rata Reduction Method would resuétriy portion of the Payment be
subject to taxes pursuant to Section 409A that dvowglt otherwise be subject to taxes pursuant t¢éidc®ed09A, then the Reduction Mett
and/or the Pro Rata Reduction Method, as the casebm, shall be modified so as to avoid the impwsiof taxes pursuant to Section 409/
follows: (A) as a first priority, the modificatioshall preserve to the greatest extent possiblegtbatest economic benefit for Executive
determined on an aftéax basis; (B) as a second priority, Paymentsdhatcontingent on future events (e.g., being teatenh without cause
shall be reduced (or eliminated) before Paymeisisédte not contingent on future events; and (G #wrd priority, Payments that ardéeferre:
compensationWithin the meaning of Section 409A shall be redug@deliminated) before Payments that are not defecompensation with
the meaning of Section 409A. Unless the Companytia@dExecutive otherwise agree in writing, any dateation required under this Sect
8 shall be made in writing by independent publiccamtants appointed by the Company and reasonablptable to the Executive (the *
Accountants”), whose determination shall be conclusive and bindjpgn the Executive and the Company for all purposbe Company sh
bear all costs the Accountants may reasonably imcaonnection with such determination, and the Gany and the Executive shall furnisi
the Accountants such information and documenth@gtcountants may reasonably request in orderalcera determination under this Sec
8.

9. Exclusive Remedy The payments and benefits provided for in SecBipBection 4, Section 5 or Section 15 shall ctutstithe
Executives sole and exclusive remedy for any alleged inpryother damages arising out of the cessation efetimployment relationst
between the Executive and the Company. The paégeto agree that irreparable damage would occanyf of the provisions of tt
Agreement were not performed in accordance witbdtspecific terms or were otherwise breached.dt@®rdingly agreed that the parties ¢
be entitled to enforce specifically the terms amaljsions hereof, this being in addition to anyesthemedy to which they are entitled at lax

in equity.

10. Proprietary and Confidential Information . The Executive agrees to continue to abide byté¢hes and conditions of a
Company’s confidentiality and/or proprietary riglagreement between the Executive and the Company.

11. Arbitration . Any claim, dispute or controversy arising outlif Agreement, the interpretation, validity or @mceability of thi:
Agreement or the alleged breach thereof shall bengted by the parties to binding arbitration bg #hmerican Arbitration Association in &
Jose, California or elsewhere by mutual agreemémé selection of the arbitrator and the arbitratppncedure shall be governed by
Commercial Arbitration Rules of the American Arhtibn Association. All costs and expenses of abin or litigation, including but n
limited to reasonable attorneys fees and othersa@stsonably incurred by the Executive, shall bd ps the Company. Judgment may
entered on the award of the arbitration in any thaving jurisdiction.

12. Interpretation . Executive and the Company agree that this Agreestall be interpreted in accordance with and goee b
the laws of the State of California, without regizduch state’s conflict of laws rules.

13. Conflict in Benefits. This Agreement shall supersede all prior arrareges) whether written or oral, and understanc
regarding the subject matter of this Agreement. th® extent Executive is entitled to severance derotbenefits upon termination
employment under this Agreement and any other aggag including any change in control agreemengreqt into by the Company and
Executive, entered into prior to the Effective Datee benefits payable under this Agreement shalessede and replace any other :
agreement. However, this Agreement is not intertdesihd shall not affect, limit or terminate (i) aplans, programs, or arrangements o
Company that are regularly made available to aifsigmt number of employees of the Company, (i§ @ompanys equity incentive plans, (i
any agreement or arrangement with the Executiviehs been reduced to writing and which does Hated¢o the subject matter hereof, or
any agreements or arrangements hereafter entdcellyithe parties in writing, except as otherwigpressly provided herein.

14. Release of ClaimsExecutive shall receive the severance benefith@Retirement Benefits pursuant to this Agreenoaiy if
Executive executes and returns to the Company,jmwitie applicable time period set forth therein buho event more than sixty (60) d
following the date of Executive’'s Separation fromndce, a release of claims (théRélease of Claims) in favor of the Company in a fol
reasonably satisfactory to the Company, and pesuith Release of Claims to become
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effective in accordance with its terms on or ptmisuch sixtieth day (the Release Agreement Deadliffg If the Release of Claims does
become effective by the Release Agreement DeadhieeExecutive will forfeit any right to severanoenefits or Retirement Benefits purst
to this Agreement. Regardless of whether the Relef<Claims becomes effective prior to the Reledgezement Deadline, any severa
benefits or Retirement Benefits payable prior t® Release Agreement Deadline shall be paid on éleaBe Agreement Deadline, with
remainder of the payments to be made as origisaleduled. Except to the minimum extent that paysienist be delayed pursuant to Sec
20(c) because Executive is a “specified employeaintil the effectiveness (or deemed effectivenetshe Release of Claims, all amounts
be paid as soon as practicable in accordance WwgéhCompany’s normal payroll practices following Extive’'s Separation from Servi
Notwithstanding the foregoing, the Release of C&ashall not be construed to waive any right to indiication or contribution otherwi:
available to Executive under law or rules of cogtergovernance with respect to claims by thirdipsifor actions or omissions in Executise’
role as an officer of the Company.

15. Successors and Assigns

(&) Successors of the Company The Company will require any successor or asggnether direct or indirect, |
purchase, merger, consolidation or otherwise) ltorasubstantially all of the business and/or assétthe Company, expressly, absolutely
unconditionally to assume and agree to performAlgieement in the same manner and to the sametektgrthe Company would be requi
to perform it if no such succession or assignmeuwt taken place. Failure of the Company to obtagh sigreement prior to the effectivenes
any such succession transaction shall be a brdatiiscAgreement and shall entitle the Executivéetaninate his or her employment with
Company within three (3) months thereafter ancet®ive the benefits provided under Section 3 af Agreement in the event of a Termina
Upon Change of Control; provided, however, thas(igh termination of employment must be a Separdtamm Service and (ii) the Execut
must deliver a Release of Claims as provided irti@ed4. As used in this Agreement, “Comparsyiall mean the Company as defined al
and any successor or assign to its business aasets as aforesaid which executes and deliveimgtieement provided for in this Sectior
or which otherwise becomes bound by all the temusp@ovisions of this Agreement by operation of.law

(b) Heirs of Executive. This Agreement shall inure to the benefit of dedenforceable by the Executisgdersonal ar
legal representatives, executors, administratoxgessors, heirs, distributees, devisees and kgate

16. Notices For purposes of this Agreement, notices andthBrocommunications provided for in the Agreemdralisbe in writing
and shall be deemed to have been duly given whéwedsd or mailed by United States registered maiturn receipt requested, post
prepaid, as follows:

if to the Company:
Power Integrations, Inc.
5245 Hellyer Avenue
San Jose, California 95138
Attn: Chief Executive Officer or Chief Financial fixfer

and if to the Executive, at the address specifiethis Agreement. Notice may also be given at satbler address as either party may |
furnished to the other in writing in accordancedwéth, except that notices of change of addresk Isa&ffective only upon receipt.

17. No Representations Executive acknowledges that he/she is not relgng has not relied on any promise, representati
statement made by or on behalf of the Company wikiciot set forth in this Agreement.

18. Validity . If any one or more of the provisions (or any pdmtreof) of this Agreement shall be held invalitegal ot
unenforceable in any respect, the validity, legadihd enforceability of the remaining provisions émy part thereof) shall not in any way
affected or impaired thereby.

19. Consultation with Legal and Financial Adviscs . Executive acknowledges that his Agreement cordignsificant legal right:
and may also involve the waiver of rights undereotagreements; that the Company has encourageditiweeto consult with Executive’
personal legal and financial advisers; and thatchtcee has had adequate time to consult with Exeest advisers before signing t
Agreement.

20. Application of Section 409A and Other Limitéions. Executive is strongly encouraged to review theofglhg provisions ar
consult with his or her tax and financial advisoncerning the application of any personal tax cqneaces related to any payments prov
for under this Agreement and the following proviso




(@ If any Stock Award (other than stock optiongsting pursuant to Section 2(a), Section 2(b), i&ec(a)(v)(2) o
Section 4(b)(ii):

(i) does not constitute “deferred compensatisithin the meaning of Section 409A, the sharesinggtursuant t
such events will be issued (1) in respect of Sacki@), Section 2(b) and Section 4(b)(ii) immediatgior to the consummation of the Cha
of Control, and (2) in respect of Section 3(a)(¥)62 the sixtieth (60") day followingthe Termination Upon Change of Control as ful
provided in Section 14 hereof.

(i)  does constitute “deferred compensatianithin the meaning of Section 409A, the sharesinggpursuant t
such events will be issued (1) in respect of Sac®i@), Section 2(b) and Section 4(b)(ii) immediafgior to the Change of Control, provic
such payment can be made without adverse persaxalonsequences to the Executive, or else the shasting pursuant to Section 2
Section 2(b) and Section 4(b)(ii) will be convertiio the same consideration received by the heladdérthe Compang common stoc
pursuant to the Change of Control, and such coredide will be issued in accordance with the delvechedule for such Stock Award in efl
immediately prior to the Change of Control andi(Rjespect of Section 3(a)(v)(2) will be issuedattordance with the delivery schedule
such Stock Award in effect immediately prior to thermination Upon Change of Control.

(b) Extension of Stock Option Exercise PeriodNotwithstanding anything to the contrary in thisr@gment, in the eve
any extended exercise period provided for in thise®ment shall result in a portion of a stock apfi@coming subject to the provision:
Section 409A, the extended exercise period of qumttion of such stock option shall be automaticahortened by the minimum ext
necessary to prevent such portion of such optiomfbecoming subject to Section 409A. In no evedlt aviy provisions in this Agreeme
providing for an extended exercise period resuthaextension of the exercise period of any stition beyond the maximum permitted t
of such stock option as provided under the applécaluity incentive plan and stock option awardeagrent in effect for such stock opti
assuming for the purposes of this Section 20(iHerination of Executive’s employment with the Canp.

(c) Other Benefits. Notwithstanding anything to the contrary hereire flollowing provisions apply to the extent i
benefits (“Benefits”) provided herein other than those described in 8&e@0(b) are subject to Section 409A: (A) The Bésefre intended
qualify for an exemption from application of Sectid09A or comply with the requirements of Secti@9A to the extent necessary to a\
adverse personal tax consequences under Sectidn 408 any ambiguities herein shall be interpretecbrdingly. (B) Benefits contingent o
termination of employment shall not commence uBxécutive has a Separation from Service. (C) Eastailment of a Benefit is a sepal
“payment” for purposes of Treas. Reg. Section 1M4Q2%b)(2)(i). (D) Each Benefit is intended to satishe exemptions from application
Section 409A provided under Treasury Regulationsti®es 1.409A-1(b)(4), 1.409A-1(b)(5) and 1.40985)(9) to the maximum exte
available. However, if such exemptions are notlabé and Executive is, upon Executive’s Separafiom Service, a “specified employee”
for the purposes of Section 409A, then, solelyh® éxtent necessary to avoid adverse personaldiasequences under Section 409A,
timing of the Benefit payments otherwise payablermto such date shall be delayed until the eadfefx) six (6) months and one day a
Executive’s Separation from Service, or (y) Exeeis death, and any payments otherwise schedulednmade after such date shall be pai
originally scheduled. (E) To the extent that anynf®irsements payable to Executive pursuant to @e8fja)(iii) are subject to the provision:
Section 409A, the following provisions will apply iaddition to the provisions of any applicable exgee reimbursement policy: (a) to
eligible to obtain reimbursement for such expertsascutive must submit expense reports within 45ddter the expense is incurred, (b)
such reimbursements will be paid no later thareimdier of (x) thirty (30) days after the date Extiee submits receipts for the expenses ¢
December 31 of the year following the year in whith expense was incurred, (c) the amount of exgsemrsmbursed in one year will not afi
the amount eligible for reimbursement in any subseg year, and (d) the right to reimbursement unlisr Agreement will not be subject
liquidation or exchange for another benefit.

(d) Payment of Health Care Benefits.Notwithstanding anything to the contrary set fottkrein, if the Compar
determines, in its sole discretion, that it canmaivide the COBRA premium, Conversion Policy premjundividual Policy premium, or oth
medical and dental coverage premiums (togethet Health Care Benefits') contemplated under this Agreement without potegtiakurring
financial costs or penalties under applicable lawelgding, without limitation, Section 2716 of thRublic Health Service Act), the Comp:
shall in lieu thereof pay Executive a taxable castount, which payment shall be made regardlesshettver Executive or Executivetligible
family members elect health care continuation cager(the “Health Care Benefit Payment). Subject to any further delay in paym
required by Section 14 of this Agreement, the He@lire Benefit Payment shall be paid in monthlyaiiments on the same schedule that
amounts would otherwise have been paid to the émsiihe Health Care Benefit Payment shall be etpuéh) the amount that the Comp
would have otherwise paid to provide the HealtheCRenefits for the duration of the applicable samee period (which amount shall
calculated based on the premium for the first marftboverage), plus (b) an additional amount sinet &after payment of all taxes, Execu
retains an amount equal to the Company’s aggregsteof otherwise providing the Health Care Beseffor purposes of
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calculating the “additional amount’ clause (b) of the preceding sentence, Executinadl be deemed to have: paid federal income takés
highest marginal rate of federal income and emplayntaxation for the calendar year in which thelthe@are Benefit Payment is to be m:
and paid applicable state and local income taxéseshighest rate of taxation for the calendar yeavhich the Health Care Benefit Paymel
to be made, net of the maximum reduction in fedie@me taxes which could be obtained from deduatiosuch state and local taxes.

21. Definitions. As used in this Agreement, unless the contextiireg a different meaning, the following terms &lgve thi
meanings set forth herein:

(&) “2007 Equity Incentive Plari means that certain 2007 Equity Incentive Plannasraled, as originally adopted by
Board of Directors on September 10, 2007, and angessor plan thereto.

(b) * Annual Performance Bonus' means the Executive’current annual performance incentive bonus aafigicabli
maximum achievable Performance Level, whether stingi of cash or Stock Awards, as determined by Board of Directors ¢
Compensation Committee on an annual basis.

(c) “Cause’ means:

(i) A material act of theft, dishonesty, fraudgimional falsification of any employment or Compaagords or th
commission of any criminal act which impairs Exéeels ability to perform his/her duties under tligreement;

(i) A material improper disclosure of the Companyonfidential, business or proprietary informatiby
Executive;

(i)  Any action by Executive intentionally causing expected to cause material harm to the reputadio
standing of the Company, or gross negligence offulimisconduct in the performance of Executwedssigned duties (but not m
unsatisfactory performance); or

(iv)  The Executives conviction (including any plea of guilty or notmntendere) for a felony causing mate
harm to the reputation and standing of the Compasiyletermined by the Company in good faith.

(d) “Change of Control’ means:

(i) Any “person” (as such term is used in Sections 13(d) and 14(theoSecurities Exchange Act of 1934
amended (the “Exchange Act”yther than a trustee or other fiduciary holdingusites of the Company under an employee benedi pif the
Company becomes the “beneficial owner” (as definddule 13d3 promulgated under the Exchange Act), directlindirectly, of securities «
the Company representing 50% or more of (A) thetantling shares of common stock of the Companypthe combined voting power
the Company'’s then-outstanding securities;

(i) The Company is party to a merger or consolaativhich results in the holders of voting secusitadf the
Company outstanding immediately prior thereto figjlto continue to represent (either by remainintstamding or by being converted i
voting securities of the surviving entity) at le&8% of the combined voting power of the votingwsé®s of the Company or such surviv
entity outstanding immediately after such mergezansolidation;

(i)  There occurs a change in the Board of Direatbthe Company within a twgear period, as a result of wh
fewer than a majority of the Directors are Incunth@imectors. For purposes of this Agreement, arttimbent Directoris any director who
either:

(A) Adirector of the Company as of January 1, 2013
(B) A director who is elected or nominated for &tmtto the Board of Directors of the Company witik
affirmative votes of at least a majority of the dntbent Directors at the time of such election animation (but shall not include an individ

whose election or nomination is in connection vaithactual or threatened proxy contest relatinpeéoeiection of directors to the Company).

(iv) The sale or disposition of 50% or more of the Conyp@assets (or consummation of any transaction h
similar effect); or




(v) The dissolution or liquidation of the Company.
(e) “Code” means the Internal Revenue Code of 1986, as aetend

(H “ Company” shall mean Power Integrations, Inc., and followan@€hange of Control, any successor or assign
business and/or assets that agrees or otherwisenkedound by all the terms and provisions of Algireement by operation of law.

(g) “ Competition” shall mean rendering services for any organizatioengaging in any business directly compet
with the Company or materially contrary or harntfuthe interests of the Company, including, butlimtted to (i) accepting employment wi
or serving as a consultant, advisor or in any ottagracity to, the division or other portion of thasiness of any employer which comp
directly with the Company; (ii) materially actingy@nst the interest of the Company or (iii) perdigneecruiting, directly or indirectly, ar
person who is then an employee of the Company.

(h) “ Executive Officer” means any employee of the Company designated auntdxe officer by the Board of Directors
Compensation Committee.

(i) “ Good Reasori means the occurrence of any of the following dbods, without Executives written consent, whi
condition(s) remain(s) in effect 20 days after teritnotice to the Board of Directors from Execuibfesuch condition(s), if such notice is gi
within one year of the occurrence of such cond{B@n

(i) A material decrease or planned decrease in Execsitannual salary, the cash value of Execusivehnua
Performance Bonus or employee benefits followir@hange of Control;

(i) A demotion, a material reduction in Executs/gdosition, responsibilities or duties or a materg@vers
change in Executive’substantive functional responsibilities or dyt@®vided, however, that in the event of a Chanig€ontrol, Executiv
will be deemed demoted and his position, respadiitg#si or duties materially reduced or his substenfunctional responsibilities or dut
materially adversely changed if Executive is napansible for at least substantially the same fandhat Executive had in the Company
to the Change of Control.

(i)  The relocation of Executive'work place for the Company to a location morentfitty (50) miles from th
current location of Executive’'work place or a material adverse change in tivking conditions or established working hours whiehsist fo
a period of six continuous months; or

(iv)  Any material breach of this Agreement by the Conypan

() “ Highest Annual Salary’” means Executives highest annual salary in any of the three yemsagling the applicak
date of determination, provided, however, thahd Executive’s then effective annual salary wowddBxecutives highest annual salary ug
completion of the current year of service, thenhagf Annual Salary shall mean Executive’'s thencéffe annual salary.

(k) “ New Executive” means an Executive who has served as an execltititree Company for fewer than five ye:
Executives service to the Company as an executive will bl to begin upon the date of commencement of@amant as an Executi
Officer or upon the date of promotion to an ExeeitDfficer position. A New Executive will be firgligible for the benefits under tl
Agreement upon the completion of one year of catirs service as an Executive Officer of the Companjess the Board of Directors
Compensation Committee determines otherwise.

() “ Performance Level means the pay out amounts (whether in cash or $taekds) based upon the satisfaction of
or more performance criteria as determined by thar& of Directors or Compensation Committee.

(m) “ Performance Stock Award means any Stock Award subject to vesting upon tiéegement of any Performar
Level regardless of the length of any performarexéopl.

(n) “Permanent Disability’ means that:

(i) The Executive has been incapacitated by badjlyy or disease so as to be prevented therely éngaging i
the performance of the Executive’s duties;

(i)  Such total incapacity shall have continuedsf@eriod of six consecutive months;
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(iii) Such incapacity will, in the opinion of a qdi@d physician, be permanent and continuous duthm
remainder of the Executive’s life; and

(iv)  Such incapacity results in Executive’s SeparatiomfService.
(o) *“Prorated Portion” means a fraction the numerator of which is the remalb days in an applicable performance pe
prior to such Executive’ termination of employment and the denominatowbich is the total number of days in an applicgi@eformanc
period.

(p) “ Release of Claim8 means the release of claims required by Sectbafthis Agreement.

(@) “ Retention Stock Award means any Stock Award subject to vesting upon dbmapletion of timebased vestir
criteria.

() “ Section 409A’" means Section 409A of the Code and the regulatiodsother guidance thereunder and any stat
of similar effect.

(s) “ Senior Executiveé’ means an Executive who has served continuously axecutive of the Company for at least
years. Executiv's service to the Company as an executive will bedl to begin upon the date of commencement of ammant as ¢
Executive Officer or upon the date of promotionato Executive Officer position, unless the Boardakectors or Compensation Commit
determines otherwise.

(t) “ Separation from Servicé means a “separation from servicigtr the purposes of Section 409A with respect &
Company.

(u) “ Stock Award” shall have the same meaning given to it in the 2Buity Incentive Plan, as may be amended
time to time.

(v) “Termination of Employment means Executive’s Separation from Service thstlte from:

() Any termination of employment of the Executive hg Company without Cause; or

(i)  Any resignation by the Executive for Good Reason.

“Termination of Employmentshall not include any termination of the employmehthe Executive (a) by the Company for Cause;al)
result of Permanent Disability of the Executive) & a result of the death of the Executive; (dpasgsult of the voluntary termination
employment by the Executive for reasons other thaod Reason; or (e) a Termination Upon Change otrGb

(w)  “ Termination Upon Change of Contrdl means Executive’s Separation from Service thsiilts from:

(i)  Any termination of the employment of the Exéeaitby the Company without Cause on or within ebgint (18
months after (i) the occurrence of a Change of tndr (ii) the date that the person serving athefEffective Date as Chief Executive Offi
of the Company ceases to serve in such office; or

(i)  Any resignation by the Executive for Good Reasgdthin eighteen (18) months after (i) the occooe of :
Change of Control or (ii) the date that the perserving as of the Effective Date as Chief Execu@ficer of the Company ceases to sen
such office.

“Termination Upon Change of Contrathall not include any termination of the employmeithe Executive (a) by the Company for Cause

as a result of the Permanent Disability of the Eixige; (c) as a result of the death of the Exeaytior (d) as a result of the volunt
termination of employment by the Executive for masother than Good Reason.

* k k% %
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EXHIBIT 10.9

POWER INTEGRATIONS, INC.
AMENDED AND RESTATED EXECUTIVE OFFICER BENEFITS AGR EEMENT

This Amended and Restated Executive Officer BenefitAgreement(the“Agreement”) is made and entered into as of May 1, ¢
(the “Effective Date” ), by and betweeRower Integrations, Inc., a Delaware corporation, (theCompany”) and Wolfgang Ademmer (*
Executive”).

Recitals

A. Executive is an Executive Officer of the Camy and possesses valuable knowledge of the Comparyusiness and operatic
and the markets in which the Company competes.

B. The Company draws upon the knowledge, expeei@nd advice of Executive in order to managkutiness for the benefit of 1
Company’s stockholders.

C. The Board of Directors desires to supplenk&mcutives employment arrangements so as to provide additmmpensation ai
benefits to the Executive to encourage Executiveaiatinue to devote his attention and dedicatioth®d Company and to create additic
incentives to continue his employment with the Camp

D. The Company and Executive previously entémémlan Executive Officer Benefits Agreement byl dretween the Company ¢
Executive, dated November 4, 2013 (tReior Agreement”).

E. The Company and Executive have agreed to dimed restate the Prior Agreement in its entirstget forth herein.

Agreement

Therefore, in consideration of the mutual agreements, covanant considerations contained herein, the underdifpereby agr
and acknowledge as follows:

1. The Prior Agreement is hereby amended andteskta its entirety and the parties hereby agretheaerms hereof, including 1
terms set forth on Exhibit A hereto. The Board afebtors has previously determined Executive waghd¢ to receive the benefits hereur
upon the Effective Date of the Prior Agreement asmtted in Section 21(k).

2. For the purposes of this Agreement th®ggtion Effective Date” shall mean the Effective Date unless this Agreenerr
amendment to an earlier agreement in which casé@yion Effective Daté’ shall mean November 4, 2013.

3. This Agreement may only be modified or amenigd supplemental written agreement signed by Bikexand the Company.

* k k kK




In Witness Whereof, the undersigned have executed thinended and Restated Executive Officer Benefits Agement,intending
to be legally bound as of the Effective Date.

COMPANY: Power Integrations, Inc.
By: /s/ Balu Balakrishnan
Name: Balu Balakrishnan
Title: President and CEO

EXECUTIVE: /sl Wolfgang Ademmer
Wolfgang Ademmer

Address for Notice: Executive’s home addre
as reflected in the records of the Company




EXHIBIT A

TERMS OF AMENDED AND RESTATED
EXECUTIVE OFFICER BENEFITS AGREEMENT

1. Position and DutiesExecutive shall continue to be anvatl employee of the Company employed in his/herrent position ¢
his/her then current salary rate. Executive sHah &e entitled to continue to participate in aoddceive benefits on the same basis as
executive or senior staff members under any ofbmpanys employee benefit plans as in effect from timértee. In addition, Executive sh
be entitled to the benefits afforded to other erppés similarly situated under the Compangimployment policies. Executive agrees to de
the business time, energy and skill necessary éow® his/her duties at the Company. These dutial isclude, but not be limited to, 8
duties consistent with his/her position which mayassigned to Executive from time to time.

2. Acceleration of Vesting of Stock Awards Upom Change of Control. In the event of a Change of Control, and provittex
Executive’s employment with the Company has nohieated prior to such date, Executive shall betledtito the following benefits:

(&) All Retention Stock Awards granted by the Comp#o the Executive prior to the Change of Congidll have the
vesting accelerated such that 25% of the then tedeshares subject to each Retention Stock Awalldberideemed vested and exercisab
issuable as of the consummation of the Change aitrGlo Notwithstanding the foregoing, if the Change Control does not require 1
assumption or substitution by the acquiring er(tityparent thereof) of all of the Compasybligations of the then outstanding Retentiorcl
Awards, then (i) if Executive is a New Executiv@%b of the then unvested shares subject to eaclReteStock Awards will be accelera
and deemed vested and exercisable prior to theuoamgtion of the Change of Control; or (ii) if Exéive is a Senior Executive, 100% of
then unvested shares subject to any Retention $taekds will be accelerated and deemed vested »ertisable prior to the consummatiol
the Change of Control. The shares vesting pursiaatitis Section 2(a) will be exercisable, issueccanverted and paid in accordance
Sections 2(c) and 20(a). Except as otherwise peavid the applicable award agreement, the portfoang unvested Retention Stock Aw
that is not assumed (or an appropriate substitytfomided) and that does not vest based on thisdbe2(a) will be forfeited by Executive a
will be of no further force or effect.

(b) All Performance Stock Awards granted by the @any to the Executive prior to the Change of Cdrghall have the
vesting accelerated immediately prior to consumamatf such Change of Control so that 100% of tlen thnvested shares will be deel
vested at the applicable maximum achievable Pedoom Level . The shares vesting pursuant to thasde2(b) will be exercisable, issuec
converted and paid in accordance with Sections&{d)20(a).

(c) Inthe event of a Change of Control, the Compargeutakes to facilitate Executiveteceipt of any of the benefits
forth in this Agreement by providing written notite Executive, at least ten (10) days in advanciefclosing of such transaction, whict
indicates the anticipated timing and material ecoicaerms of the anticipated transaction and éferences the Executivetights under th
Agreement. The Company shall also provide appripBaock Award exercise forms and instructionsssist Executive in exercising his or
rights to acquire securities of the Company on riorgo the consummation of the Change of ContEolecutive is strongly encouragec
consult with his or her tax and financial advisdopto electing to exercise any option pursuarthie Agreement.

3. Termination Upon Change of Control.

(a) Severance Benefitsin the event of the Executiv®Termination Upon Change of Control, Executiveldhaentitled ti
the following separation benefits:

(i) Salary and Accrued Benefits. All salary and accrued but unused vacatiomezhrthrough the date
Executive’s termination.

(i)  Annual Performance Bonus. Payment of a Prorated Portion of the cash valueExdcutives Annua
Performance Bonus measured as of the date of tatiminfor the year in which such termination occurs

(i) Expenses. Within fourteen (14) days of submission of ggp expense reports by the Execu
reimbursement by the Company for all expenses redidp and necessarily incurred by the Executivednnection with the business of
Company prior to his termination of employment.




(iv) Severance Payment

(1) if Executive is a New Executive, payment of an anmiaqual to six (6) months of Executigsddighes
Annual Salary from the Company and 50% of the cadbe of Executives Annual Performance Bonus measured as of theofla¢éeminatior
at the applicable maximum achievable PerformanaelL&s in effect as of the date of such terminat@mhe paid in a lump sum on the sixt
(60™) day following such termination as provided in &&t 14; or

(2) if Executive is a Senior Executive, payment of amant equal to (a) six (6) months of Executive’
Highest Annual Salary from the Company and 50%hef ¢ash value of Executive’Annual Performance Bonus measured as of thead
termination at the applicable maximum achievablédPmance Level as in effect as of the date of decmination to be paid in a lump sum
the sixtieth (60") day following such termination as provided in 8@t 14 and (b) up to an additional six (6) montfisExecutives Highes
Annual Salary and 50% of such Annual PerformancauBomeasured as of the date of termination at pipdicable maximum achieval
Performance Level, less applicable withholding,llgba paid beginning six months after terminatienbject to Section 14, in ratable mon
installments for six months or until Executive sexsunew employment, whichever occurs earlier.

(v) Stock Awards.

(1) The ability to exercise any and all outstandiegted options granted after the Option Effeciate
(and any vested options granted prior to the Ogifiactive Date but only to the extent that sucteagion of exercisability would not reqt
the Company to incur a compensation expense fanéial statement purposes) for twelve (12) montbsnfthe date of termination
employment.

(2) The vesting of all Stock Awards (to the extemth Stock Award does not also constitute a poxi
Executives Annual Performance Bonus) granted by the Compatiye Executive and outstanding immediately pieogsuch Termination Upc
Change of Control shall have their vesting accégekasuch that (i) if Executive is a New Executis8% of the then unvested shares subje
such Stock Award will be deemed vested and exdrigsas of the date of termination of employment(iipif Executive is a Senior Executi\
100% of the then unvested shares subject to suotk Stward will be deemed vested and exercisablefathe date of termination
employment. Any shares vesting pursuant to thigi@e8(a)(v)(2) subject to a Performance Stock Advsinall vest at the applicable maxirr
achievable Performance Level. The shares vestingupat to this Section 3(a)(v)(2) will be issuedagtordance with Section 20(a). Excef
otherwise provided in the applicable Stock Awardeagent, the portion of any unvested Stock Awaad does not vest based on this Section
(a)(v)(2) will be forfeited by Executive and wilelof no further force or effect.

(b) [Reserved]
4. Termination of Employment.

(a) Severance Benefits In the event of the ExecutiwTermination of Employment, Executive shall beitlad to al
separation benefits provided in Section 3(a)(ipélary and Accrued Benefits’), Section 3(a)(ii) (“Annual Performance Bonus”) and 3(a)
(iii) (* Expenses’) above. In addition, Executive shall be entittedsix (6) months of Executive’Highest Annual Salary and 50% of the «
value of Executives Annual Performance Bonus at the applicable maximaghievable Performance Level as in effect ahefdate of suc
termination, all less applicable withholding, paich lump sum within sixty (60) days of such teration as provided in Section 14.

(b) Performance Stock Awards

(i) A Prorated Portion of all shares subject tdd?erance Stock Awards granted to the ExecutiveheyGompan
and outstanding prior to such Termination of Empient with a performance period greater than oney€Br and granted other thar
connection with Executive’ Annual Performance Bonus shall vest at such Badioce Level as determined by the Board of Directn
Compensation Committee on the date of such detetiom

(i)  Immediately prior to the consummation of anya@ye of Control to occur after Executigelermination ¢
Employment, a Prorated Portion of Executs/eutstanding Performance Stock Awards with a perdmce period greater than one (1) yeal
granted other than in connection with Execusv&nnual Performance Bonus will be deemed vestatieaipplicable maximum achieva
Performance Level. The shares vesting pursuarttisoSection 4(b)(ii) will be exercisable, issuedoconverted and paid in accordance !
Sections 2(c) and 20(a).

(c) [Reserved]




5. Retirement Benefits

(& In order to be eligible for the Retirement Bitsedescribed in Section 5(b) below, the Executivest meet both of tl
following criteria:

(i) At the time of Executive’termination of employment with the Company (oftiian in circumstances in wh
such termination (i) constitutes a termination withuse or (i) does not qualify as a SeparatiomfBervice), the Executive has (1) achie
the age of 50 and served the Company for at I&agears; or (2) achieved the age of 55 and sehe@bmpany for at least 10 years; provi
however, if such termination of employment also stitntes a Termination of Employment or a TermimatiUpon Change of Contr
Executive must elect within thirty (30) days of Buermination to receive either the benefits prediéh Section 3 or Section 4, as applicabl
the benefits provided in this Section 5; and

(i) At any time during which the Executive is reteg Retirement Benefits, the Executive shall nb} e
employed or on contract full time by a third pafgxcluding a norprofit organization described in Section 501(c)§8}he Code) or (2) enga
in Competition. If the Executive engages in eitfigror (2), then all Retirement Benefits shall tarate immediately and permanently.

(b) If both conditions in Sections 5(a)(i) and %igabove are satisfied, the Executive shall bétled, subject to Sectic
14, to receive the following Retirement Benefits”

(i) Option Exercisability. The ability to exercise any and all options grardaéer the Option Effective Date (e
any options granted prior to the Option Effectivat®but only to the extent that such extensiorxefasability would not require the Comp:
to incur a compensation expense for financial siatd purposes) to the extent such options are dremteof the date of termination
employment for the earlier of: (i) the term of thgtion, (i) the termination of the option in comtien with any Change of Control, or (jii) fi
years; an(

(i) Performance Stock Awards.The benefits provided under Section 4(blPérformance Stock Awards”).
(i) [Reserved]
6. Termination of Employment due to Death or Peananent Disability .

(& In the event of the Executiweteath during his employment with the Company thedExecutive having satisfied -
criteria provided at Section 5(a)(i) as of or priorthe date of his death the Executs/kgal representative or any person empoweredttor
his behalf under his will or under the then apgiledaws of descent and distribution shall be Etito the benefits pursuant to Section 5(
(“ Option Exercisability ") and Section 5(b)(ii) (‘Performance Stock Awards").

(b) In the event of the ExecutigePermanent Disability during his employment witke tCompany and the Execul
having satisfied the criteria provided at Sectign)6), the Executive, and to the extent applicabis dependents, shall be entitled to
benefits provided in Section 5(b)(i) Option Exercisability” ) and Section 5(b)(ii) (Performance Stock Awards").

7. Payment of Taxes All payments made to Executive under this Agreetrehall be subject to all applicable federal atate
income, employment and payroll taxes, includingxathholding taxes.

8. [Reserved]

9. Exclusive Remedy The payments and benefits provided for in SecBipBection 4, Section 5 or Section 15 shall cturtstithe
Executives sole and exclusive remedy for any alleged inpryther damages arising out of the cessation efetimployment relationst
between the Executive and the Company. The pahiesto agree that irreparable damage would occanyf of the provisions of tt
Agreement were not performed in accordance withelspecific terms or were otherwise breached.dté®rdingly agreed that the parties ¢
be entitled to enforce specifically the terms amavjsions hereof, this being in addition to anyesthemedy to which they are entitled at la\
in equity.

10. Proprietary and Confidential Information . The Executive agrees to continue to abide bytéhnes and conditions of a
Company’s confidentiality and/or proprietary righigreement between the Executive and the Company.




11. Arbitration . Any claim, dispute or controversy arising outlit Agreement, the interpretation, validity or @meability of thi:
Agreement or the alleged breach thereof shall bengted by the parties to binding arbitration bg #hmerican Arbitration Association in &
Jose, California or elsewhere by mutual agreemBme selection of the arbitrator and the arbitratppncedure shall be governed by
Commercial Arbitration Rules of the American Arhtibn Association. All costs and expenses of abin or litigation, including but n
limited to reasonable attorneys fees and othersa@stsonably incurred by the Executive, shall bd pg the Company. Judgment may
entered on the award of the arbitration in any thaving jurisdiction.

12. Interpretation . Executive and the Company agree that this Agreestall be interpreted in accordance with and goee b
the laws of the State of California, without regivduch state’s conflict of laws rules.

13. Conflict in Benefits. This Agreement shall supersede all prior arrareyes) whether written or oral, and understanc
regarding the subject matter of this Agreement. tii®@ extent Executive is entitled to severance derotbenefits upon termination
employment under this Agreement and any other aggat including any change in control agreemengregt into by the Company and
Executive, entered into prior to the Effective Datee benefits payable under this Agreement shglessede and replace any other :
agreement. However, this Agreement is not intertdegihd shall not affect, limit or terminate (i) aplans, programs, or arrangements o
Company that are regularly made available to aifsignt number of employees of the Company, (i @ompanys equity incentive plans, (i
any agreement or arrangement with the Executiviehis been reduced to writing and which does rata¢o the subject matter hereof, or
any agreements or arrangements hereafter entdoelyirthe parties in writing, except as otherwispressly provided herein.

14. Release of ClaimsExecutive shall receive the severance benefitt@Retirement Benefits pursuant to this Agreenoeity if
Executive executes and returns to the Company,jimwitie applicable time period set forth therein buho event more than sixty (60) d
following the date of Executive’'s Separation fromrdce, a release of claims (the&Rélease of Claimg) in favor of the Company in a fol
reasonably satisfactory to the Company, and pesnith Release of Claims to become effective inraecee with its terms on or prior to s
sixtieth day (the ‘Release Agreement Deadlirig If the Release of Claims does not become effettivthe Release Agreement Deadline
Executive will forfeit any right to severance bdtebr Retirement Benefits pursuant to this AgreemBegardless of whether the Releas
Claims becomes effective prior to the Release Ageze Deadline, any severance benefits or Retiref@enefits payable prior to the Rele
Agreement Deadline shall be paid on the Releaseekgent Deadline, with the remainder of the paymenke made as originally schedu
Except to the minimum extent that payments mustidlayed until the effectiveness (or deemed effectdss) of the Release of Claims
amounts will be paid as soon as practicable inra@ege with the Company’s normal payroll practitiwing Executives Separation fro
Service. Notwithstanding the foregoing, the Releas€laims shall not be construed to waive any trighindemnification or contributic
otherwise available to Executive under law or ruésorporate governance with respect to claimshliygl parties for actions or omissions
Executive’s role as an officer of the Company.

15. Successors and Assigns

(8) Successors of the Company The Company will require any successor or asggnether direct or indirect, |
purchase, merger, consolidation or otherwise) ltoratubstantially all of the business and/or assétthe Company, expressly, absolutely
unconditionally to assume and agree to performAlgieement in the same manner and to the sametektgrthe Company would be requi
to perform it if no such succession or assignmeuwt taken place. Failure of the Company to obtagh sigreement prior to the effectivenes
any such succession transaction shall be a brdatiiscAgreement and shall entitle the Executiveéetaninate his or her employment with
Company within three (3) months thereafter ancet®ive the benefits provided under Section 3 af Agreement in the event of a Termina
Upon Change of Control; provided, however, thas(igh termination of employment must be a Separdtam Service and (ii) the Execut
must deliver a Release of Claims as provided irti@ed4. As used in this Agreement, “Comparsyiall mean the Company as defined al
and any successor or assign to its business aaskets as aforesaid which executes and delivergtieement provided for in this Sectior
or which otherwise becomes bound by all the temaspovisions of this Agreement by operation of law

(b) Heirs of Executive. This Agreement shall inure to the benefit of dedenforceable by the Executigsgdersonal ar
legal representatives, executors, administratogessors, heirs, distributees, devisees and kgate

16. Notices For purposes of this Agreement, notices andthrocommunications provided for in the Agreemdratlisbe in writing
and shall be deemed to have been duly given whéweded or mailed by United States registered ma&iturn receipt requested, post
prepaid, as follows:

if to the Company:
Power Integrations, Inc.




5245 Hellyer Avenue
San Jose, California 95138
Attn: Chief Executive Officer or Chief Financial fizler

and if to the Executive, at the address specifiethis Agreement. Notice may also be given at satbler address as either party may |
furnished to the other in writing in accordancedwéth, except that notices of change of addresk Isa&ffective only upon receipt.

17. No Representations Executive acknowledges that he/she is not relgngd has not relied on any promise, representati
statement made by or on behalf of the Company wikiciot set forth in this Agreement.

18. Validity . If any one or more of the provisions (or any ptmereof) of this Agreement shall be held invalidegal o
unenforceable in any respect, the validity, legadihd enforceability of the remaining provisions émy part thereof) shall not in any way
affected or impaired thereby.

19. Consultation with Legal and Financial Advisos . Executive acknowledges that his Agreement cordignsificant legal right:
and may also involve the waiver of rights undereotagreements; that the Company has encourageditisiaeto consult with Executive’
personal legal and financial advisers; and thatcHttee has had adequate time to consult with Exeest advisers before signing t
Agreement.

20. Other Limitations. Executive is strongly encouraged to review theofslhg provisions and consult with his or her taxd
financial advisor concerning the application of grgrsonal tax consequences related to any payrpemigled for under this Agreement ¢
the following provisions.

(&) If any Stock Award (other than stock optiongsting pursuant to Section 2(a), Section 2(b), i®ecd(a)(v)(2) o
Section 4(b)(ii):

(i) does not constitute “deferred compensatisithin the meaning of Section 409A, the sharesinggtursuant t
such events will be issued (1) in respect of Sacki@), Section 2(b) and Section 4(b)(ii) immediatgior to the consummation of the Cha
of Control, and (2) in respect of Section 3(a)(¥)2 the sixtieth (60") day following the Termination Upon Change of Gohtas furthe
provided in Section 14 hereof.

(i) does constitute “deferred compensatiovithin the meaning of Section 409A, the sharesinggpursuant t
such events will be issued (1) in respect of Sac®i@), Section 2(b) and Section 4(b)(ii) immediagior to the Change of Control, provic
such payment can be made without adverse persaxalonsequences to the Executive, or else the shasting pursuant to Section 2
Section 2(b) and Section 4(b)(ii) will be convertiio the same consideration received by the heladérthe Compang common stoc
pursuant to the Change of Control, and such coretide will be issued in accordance with the delvechedule for such Stock Award in efl
immediately prior to the Change of Control andi(Rjespect of Section 3(a)(v)(2) will be issuedattordance with the delivery schedule
such Stock Award in effect immediately prior to thermination Upon Change of Control.

(b) Extension of Stock Option Exercise PeriodNotwithstanding anything to the contrary in thisr@gment, in the eve
any extended exercise period provided for in thise®ment shall result in a portion of a stock apfi@coming subject to the provision:
Section 409A, the extended exercise period of qumttion of such stock option shall be automaticalhortened by the minimum ext
necessary to prevent such portion of such optiomfbecoming subject to Section 409A. In no evetit aviy provisions in this Agreeme
providing for an extended exercise period resuthaextension of the exercise period of any stiation beyond the maximum permitted t
of such stock option as provided under the applécaluity incentive plan and stock option awardeagrent in effect for such stock opti
assuming for the purposes of this Section 20(Kenmination of Executive’s employment with the Canp.

(c) [Reserved]
(d) [Reserved]

21. Definitions. As used in this Agreement, unless the contextiireg a different meaning, the following terms &hve thi
meanings set forth herein:

(&) “ 2007 Equity Incentive Plari means that certain 2007 Equity Incentive Plannasraled, as originally adopted by
Board of Directors on September 10, 2007, and angessor plan thereto.
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(b) * Annual Performance Bonus' means the Executive’current annual performance incentive bonus aafigicabli
maximum achievable Performance Level, whether stingi of cash or Stock Awards, as determined by Board of Directors ¢
Compensation Committee on an annual basis.

(c) “Cause’ means:

(i) A material act of theft, dishonesty, fraudgimional falsification of any employment or Compaaygords or th
commission of any criminal act which impairs Exéeels ability to perform his/her duties under tligreement;

(i) A material improper disclosure of the Companyonfidential, business or proprietary informatiby
Executive;

(i)  Any action by Executive intentionally causing orpegted to cause material harm to the reputatior
standing of the Company, or gross negligence offulimisconduct in the performance of Executwedssigned duties (but not m
unsatisfactory performance); or

(iv) The Executives conviction (including any plea of guilty or notmntendere) for a felony causing mate
harm to the reputation and standing of the Compasiyletermined by the Company in good faith.

(d) “Change of Control’ means:

(i) Any “person” (as such term is used in Sections 13(d) and 14(theoSecurities Exchange Act of 1934
amended (the “Exchange Act”yther than a trustee or other fiduciary holdingusites of the Company under an employee benedi pif the
Company becomes the “beneficial owner” (as definddule 13d3 promulgated under the Exchange Act), directlindirectly, of securities «
the Company representing 50% or more of (A) thetantling shares of common stock of the Companypthe combined voting power
the Company'’s then-outstanding securities;

(i) The Company is party to a merger or consolaativhich results in the holders of voting secusitaf the
Company outstanding immediately prior thereto figjlto continue to represent (either by remainintstamding or by being converted i
voting securities of the surviving entity) at le&8% of the combined voting power of the votingwé®s of the Company or such surviv
entity outstanding immediately after such mergezansolidation;

(i)  There occurs a change in the Board of Directoth@fCompany within a twgear period, as a result of wh
fewer than a majority of the Directors are Incuntb@imectors. For purposes of this Agreement, atimbent Directoris any director who
either:

(A) Adirector of the Company as of January 1, 2@13
(B) A director who is elected or nominated for electiorthe Board of Directors of the Company with
affirmative votes of at least a majority of the dntbent Directors at the time of such election animation (but shall not include an individ

whose election or nomination is in connection veithactual or threatened proxy contest relatingpécetection of directors to the Company).

(iv)  The sale or disposition of 50% or more of tl@mpanys assets (or consummation of any transaction h
similar effect); or

(v) The dissolution or liquidation of the Company.
(e) “ Code” means the Internal Revenue Code of 1986, as aeaend

(H “ Company” shall mean Power Integrations, Inc., and followan@hange of Control, any successor or assign
business and/or assets that agrees or otherwisenkesdound by all the terms and provisions of Algjieeement by operation of law.

() “ Competition” shall mean rendering services for any organizatioengaging in any business directly compet
with the Company or materially contrary or harntfuthe interests of the Company, including, butlimited to (i) accepting employment wi
or serving as a consultant, advisor or in any otlapacity to, the division or other portion of the

6




business of any employer which competes directlth wihe Company; (ii) materially acting against timerest of the Company or (i
personally recruiting, directly or indirectly, apgrson who is then an employee of the Company.

(h) “ Executive Officer” means any employee of the Company designated autdxe officer by the Board of Directors
Compensation Committee.

(i) “ Good Reasori means the occurrence of any of the following dbods, without Executives written consent, whi
condition(s) remain(s) in effect 20 days after teritnotice to the Board of Directors from Execuibfesuch condition(s), if such notice is gi
within one year of the occurrence of such cond{B@n

(i) A material decrease or planned decrease inufixets annual salary, the cash value of Execusivehnua
Performance Bonus or employee benefits followir@hange of Control;

(i) A demotion, a material reduction in Executs/gdosition, responsibilities or duties or a materg@vers
change in Executive’substantive functional responsibilities or dyt@®vided, however, that in the event of a Chanig€ontrol, Executiv
will be deemed demoted and his position, respadiitg#si or duties materially reduced or his substenfunctional responsibilities or dut
materially adversely changed if Executive is napansible for at least substantially the same fandhat Executive had in the Company
to the Change of Control.

(i)  The relocation of Executiv@'work place for the Company to a location morenftfitty (50) miles from th
current location of Executive’'work place or a material adverse change in ti&ing conditions or established working hours whiehsist fo
a period of six continuous months; or

(iv)  Any material breach of this Agreement by thempany.

() “ Highest Annual Salary’” means Executives highest annual salary in any of the three yemsagling the applicak
date of determination, provided, however, thahd Executive’s then effective annual salary wowddBxecutives highest annual salary ug
completion of the current year of service, thenhagf Annual Salary shall mean Executive’'s thencéffe annual salary.

(k) “ New Executive” means an Executive who has served as an execltititree Company for fewer than five ye:
Executives service to the Company as an executive will bl to begin upon the date of commencement of@amant as an Executi
Officer or upon the date of promotion to an ExeeitDfficer position. A New Executive will be firgligible for the benefits under tl
Agreement upon the completion of one year of catirs service as an Executive Officer of the Companjess the Board of Directors
Compensation Committee determines otherwise.

() “ Performance Level means the pay out amounts (whether in cash or $teekds) based upon the satisfaction of
or more performance criteria as determined by thar& of Directors or Compensation Committee.

(m) “ Performance Stock Award means any Stock Award subject to vesting upon théesement of any Performar
Level regardless of the length of any performarexgopl.

(n) “Permanent Disability’ means that:

(i) The Executive has been incapacitated by badjlyy or disease so as to be prevented therely éngaging i
the performance of the Executive’s duties;

(i)  Such total incapacity shall have continuedsf@eriod of six consecutive months;

(iii) Such incapacity will, in the opinion of a qti@d physician, be permanent and continuous duths
remainder of the Executive’s life; and

(iv)  Such incapacity results in Executive’s Separafiom Service.
(o) “Prorated Portion” means a fraction the numerator of which is the nremaltb days in an applicable performance pe
prior to such Executive'termination of employment and the denominatowbich is the total number of days in an applicgideformanc
period.

(p) “ Release of Claims means the release of claims required by Sectibafthis Agreement.
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(@) “ Retention Stock Award means any Stock Award subject to vesting upon dbmpletion of timebased vestir
criteria.

()  “ Section 409A’" means Section 409A of the Code and the regulatiodsother guidance thereunder and any stat
of similar effect.

(s) “ Senior Executiveé’ means an Executive who has served continuously axecutive of the Company for at least
years. Executiv's service to the Company as an executive will bedl to begin upon the date of commencement of ammant as ¢
Executive Officer or upon the date of promotionato Executive Officer position, unless the Boardakectors or Compensation Commit
determines otherwise.

(t) “ Separation from Servicé means a “separation from servicigtr the purposes of Section 409A with respect &
Company.

(u) “ Stock Award” shall have the same meaning given to it in the 2Buity Incentive Plan, as may be amended
time to time.

(v) “Termination of Employment means Executive’s Separation from Service thstlte from:

(i) Any termination of employment of the Executlwethe Company without Cause; or

(i)  Any resignation by the Executive for Good Reaso
“Termination of Employmentshall not include any termination of the employmehthe Executive (a) by the Company for Cause;al)
result of Permanent Disability of the Executive) & a result of the death of the Executive; (dpasgsult of the voluntary termination
employment by the Executive for reasons other thaod Reason; or (e) a Termination Upon Change otrGb

(w)  “ Termination Upon Change of Contrdl means Executive’s Separation from Service thsiilts from:

(i)  Any termination of the employment of the Exéeaitby the Company without Cause on or within ebgint (18
months after (i) the occurrence of a Change of @andr (i) the date that the person serving athefEffective Date as Chief Executive Offi
of the Company ceases to serve in such office; or

(i)  Any resignation by the Executive for Good Reasgthin eighteen (18) months after (i) the occooe of :
Change of Control or (ii) the date that the perserving as of the Effective Date as Chief Execu@fficer of the Company ceases to sen
such office.

“Termination Upon Change of Contrathall not include any termination of the employmeinthe Executive (a) by the Company for Cause

as a result of the Permanent Disability of the Ex®ge; (c) as a result of the death of the Exeatior (d) as a result of the volunt
termination of employment by the Executive for masother than Good Reason.

* k k% %



EXHIBIT 10.10

POWER INTEGRATIONS, INC.
AMENDED AND RESTATED EXECUTIVE OFFICER BENEFITS AGR EEMENT

This Amended and Restated Executive Officer BenefitAgreement(the“Agreement”) is made and entered into as of May 1, ¢
(the “Effective Date” ), by and betweerPower Integrations, Inc., a Delaware corporation, (the Company”) and Mike Matthews (*
Executive”).

Recitals

A. Executive is an Executive Officer of the Camy and possesses valuable knowledge of the Comparyusiness and operatic
and the markets in which the Company competes.

B. The Company draws upon the knowledge, expeei@nd advice of Executive in order to managkutiness for the benefit of 1
Company’s stockholders.

C. The Board of Directors desires to supplenk&mcutives employment arrangements so as to provide additmmpensation ai
benefits to the Executive to encourage Executiveaiatinue to devote his attention and dedicatioth®d Company and to create additic
incentives to continue his employment with the Camp

D. The Company and Executive previously entémémlan Executive Officer Benefits Agreement byl dretween the Company ¢
Executive, dated July 26, 2013 (tHrior Agreement”).

E. The Company and Executive have agreed to diaed restate the Prior Agreement in its entirstget forth herein.

Agreement

Therefore, in consideration of the mutual agreements, covanant considerations contained herein, the underdifpereby agr
and acknowledge as follows:

1. The Prior Agreement is hereby amended andteskta its entirety and the parties hereby agretheaerms hereof, including 1
terms set forth on Exhibit A hereto. As providedguant to Section 21(s) of Exhibit A hereto, theaBbof Directors of the Company |
determined Executive shall be eligible for the biémerovided to a Senior Executive under this Agnent immediately as of the Effect
Date.

2. For the purposes of this Agreement th®ygtion Effective Date” shall mean the Effective Date unless this Agreenerr
amendment to an earlier agreement in which casé@yion Effective Daté' shall mean July 26, 2013.

3. This Agreement may only be modified or ameniga supplemental written agreement signed by Bikerand the Company.

* k k% %




In Witness Whereof,the undersigned have executed thisended and Restated Executive Officer Benefits Agement,intending
to be legally bound as of the Effective Date.

COMPANY: Power Integrations, Inc.
By: /s/ Balu Balakrishnan
Name: Balu Balakrishnan
Title: President and CEO

EXECUTIVE: /sl Mike Matthews
Mike Matthews

Address for Notice: Executive’s home addre
as reflected in the records of the Company




EXHIBIT A

TERMS OF AMENDED AND RESTATED
EXECUTIVE OFFICER BENEFITS AGREEMENT

1. Position and DutiesExecutive shall continue to be anvatl employee of the Company employed in his/herrent position ¢
his/her then current salary rate. Executive sHah &e entitled to continue to participate in aoddceive benefits on the same basis as
executive or senior staff members under any ofbmpanys employee benefit plans as in effect from timértee. In addition, Executive sh
be entitled to the benefits afforded to other erppés similarly situated under the Compangimployment policies. Executive agrees to de
the business time, energy and skill necessary éow® his/her duties at the Company. These dutial isclude, but not be limited to, 8
duties consistent with his/her position which mayassigned to Executive from time to time.

2. Acceleration of Vesting of Stock Awards Upom Change of Control. In the event of a Change of Control, and provittex
Executive’s employment with the Company has nohieated prior to such date, Executive shall betledtito the following benefits:

(a) All Retention Stock Awards granted by thentpany to the Executive prior to the Change of @drghall have the
vesting accelerated such that 25% of the then tedeshares subject to each Retention Stock Awalldeideemed vested and exercisab
issuable as of the consummation of the Change aitrGlo Notwithstanding the foregoing, if the Change Control does not require 1
assumption or substitution by the acquiring er(tityparent thereof) of all of the Compasybligations of the then outstanding Retentiorcl
Awards, then (i) if Executive is a New Executiv@%b of the then unvested shares subject to eaclReteStock Awards will be accelera
and deemed vested and exercisable prior to theuoamgtion of the Change of Control; or (ii) if Exéive is a Senior Executive, 100% of
then unvested shares subject to any Retention $taekds will be accelerated and deemed vested »ertisable prior to the consummatiol
the Change of Control. The shares vesting pursiaatitis Section 2(a) will be exercisable, issueccanverted and paid in accordance
Sections 2(c) and 20(a). Except as otherwise peavid the applicable award agreement, the portfoang unvested Retention Stock Aw
that is not assumed (or an appropriate substitytfomided) and that does not vest based on thisdbe2(a) will be forfeited by Executive a
will be of no further force or effect.

(b) All Performance Stock Awards granted by @Gempany to the Executive prior to the Change afit@b shall hav
their vesting accelerated immediately prior to eonmation of such Change of Control so that 100¥hethen unvested shares will be dee
vested at the applicable maximum achievable Pedoom Level . The shares vesting pursuant to thasde2(b) will be exercisable, issuec
converted and paid in accordance with Sections&{d)20(a).

(c) In the event of a Change of Control, the Congpamdertakes to facilitate Executigeeceipt of any of the benefits
forth in this Agreement by providing written notite Executive, at least ten (10) days in advanciefclosing of such transaction, whict
indicates the anticipated timing and material ecoicaerms of the anticipated transaction and éferences the Executivetights under th
Agreement. The Company shall also provide appripBaock Award exercise forms and instructionsssist Executive in exercising his or
rights to acquire securities of the Company on riorgo the consummation of the Change of ContEolecutive is strongly encouragec
consult with his or her tax and financial advisdopto electing to exercise any option pursuarthie Agreement.

3. Termination Upon Change of Control.

€)) Severance Benefits In the event of the ExecutiTermination Upon Change of Control, Executivellshe
entitled to the following separation benefits:

0] Salary and Accrued Benefits. All salary and accrued but unused vacatiomeghthrough the date
Executive’s termination.

(i) Annual Performance Bonus.Payment of a Prorated Portion of the cash valuExafcutives Annua
Performance Bonus measured as of the date of tatiminfor the year in which such termination occurs

(iii) Expenses. Within fourteen (14) days of submission of p#p expense reports by the Execu
reimbursement by the Company for all expenses redidp and necessarily incurred by the Executivednnection with the business of
Company prior to his termination of employment.




(iv) Severance Payment

(1) if Executive is a New Executive, payment of an anmtaequal to six (6) months of Executige’
Highest Annual Salary from the Company and 50%hef ¢ash value of Executive’Annual Performance Bonus measured as of thead
termination at the applicable maximum achievablédPmance Level as in effect as of the date of decmination to be paid in a lump sum
the sixtieth (60") day following such termination as provided in &at 14; or

(2) if Executive is a Senior Executive, payment of amoant equal to (a) six (6) months
Executive’s Highest Annual Salary from the Companyg 50% of the cash value of Executs/&nnual Performance Bonus measured as t
date of termination at the applicable maximum adlide Performance Level as in effect as of the dagich termination to be paid in a lu
sum on the sixtieth (60) day following such termination as provided in 8@t 14 and (b) up to an additional six (6) montfi€Executives
Highest Annual Salary and 50% of such Annual Perforce Bonus measured as of the date of terminaticthe applicable maximt
achievable Performance Level, less applicable witlihg, shall be paid beginning six months aftemi@ation, subject to Section 14, in rate
monthly installments for six months or until Exeégatsecures new employment, whichever occurs earlie

(v) Stock Awards.

(1) The ability to exercise any and all outstandingteg®ptions granted after the Option Effec
Date (and any vested options granted prior to thgo@ Effective Date but only to the extent thatlsiextension of exercisability would |
require the Company to incur a compensation expndinancial statement purposes) for twelve (t®)nths from the date of terminatior
employment.

(2 The vesting of all Stock Awards (to the extent s&thck Award does not also constitut
portion of Executives Annual Performance Bonus) granted by the Companthe Executive and outstanding immediately ptmrsucl
Termination Upon Change of Control shall have the&isting accelerated, such that (i) if ExecutiveaidNew Executive, 50% of the tf
unvested shares subject to such Stock Award willdemed vested and exercisable as of the daterintgion of employment; or (ii)
Executive is a Senior Executive, 100% of the thewested shares subject to such Stock Award witldéemed vested and exercisable as ¢
date of termination of employment. Any shares wespiursuant to this Section 3(a)(v)(2) subject Reaformance Stock Award shall vest al
applicable maximum achievable Performance Levek $hares vesting pursuant to this Section 3(a){wy{l be issued in accordance w
Section 20(a). Except as otherwise provided inajhlicable Stock Award agreement, the portion of anvested Stock Award that does
vest based on this Section 3(a)(v)(2) will be fiefg by Executive and will be of no further forceedfect.

(b) Benefits Continuation.

() In the event of Executive’ Termination Upon Change of Control, Executivellsba entitled to ele:
continued medical and dental insurance coveragacitordance with the applicable provisions of thengtidated Omnibus Budc
Reconciliation Act of 1985, as amended, (“COBRAfd the Company shall pay such COBRA premiumsi¥aiX (6) months from the date
termination of employment, if Executive is a NeweEntive; or (ii) twelve (12) months from the datktermination of employment,
Executive is a Senior Executive. Notwithstanding #ibove, in the event Executive becomes eligibleet@overed under another emploger’
group health plan (other than a plan which imp@seseexisting condition exclusion unless the pigéng condition exclusion does not ap|
during the period provided for herein, the Compsahgll cease payment of the COBRA premiums; and

(i) Executive shall receive the benefits, if any, untierCompanys 401(k) Plan and other Company bel
plans to which he may be entitled pursuant to ¢nms$ of such plans.

4. Termination of Employment.

€) Severance Benefits In the event of the ExecutiwTermination of Employment, Executive shall betktt tc
all separation benefits provided in Section 3(g)(ipalary and Accrued Benefits’), Section 3(a)(ii) (“Annual Performance Bonus”) and 3
(a)(iii) (* Expenses’) above. In addition, Executive shall be entitledsix (6) months of Executive’Highest Annual Salary and 50% of
cash value of Executive’Annual Performance Bonus at the applicable maxinachievable Performance Level as in effect adhefdate ¢
such termination, all less applicable withholdipgid in a lump sum within sixty (60) days of suemtination as provided in Section 14.

(b) Performance Stock Awards.




0] A Prorated Portion of all shares subject to Perforoe Stock Awards granted to the Executive b
Company and outstanding prior to such TerminatioBroployment with a performance period greater thaa (1) year and granted other 1
in connection with Executive’ Annual Performance Bonus shall vest at such Redioce Level as determined by the Board of Directn
Compensation Committee on the date of such detetiom

(i) Immediately prior to the consummation of any Chaofb€ontrol to occur after ExecutiveTerminatio
of Employment, a Prorated Portion of Executsseutstanding Performance Stock Awards with a perdmce period greater than one (1)
and granted other than in connection with Exectdivinnual Performance Bonus will be deemed vestdldeadpplicable maximum achieva
Performance Level. The shares vesting pursuarttisoSection 4(b)(ii) will be exercisable, issuedconverted and paid in accordance !
Sections 2(c) and 20(a).

(c) Benefits Continuation.

() In the event of Executive’ Termination of Employment, Executive shall beitlat to elect continue
medical and dental insurance coverage in accordatitbethe applicable provisions of COBRA and then@any shall pay such COBF
premiums for six (6) months from the date of Teration of Employment. Notwithstanding the abovethia event Executive becomes elig
to be covered under another emplogegroup health plan (other than a plan which impogepreexisting condition exclusion unless
preexisting condition exclusion does not apply)imniyrthe period provided for herein, the Companyllsbease payment of the COBI
premiums; and

(i) Executive shall receive the benefits, if any, urtierCompanys 401(k) Plan and other Company bel
plans to which he may be entitled pursuant to ¢heas of such plans.

5. Retirement Benefits

() In order to be eligible for the Retirement Beneflescribed in Section 5(b) below, the Executive tmuset bot
of the following criteria:

0] At the time of Executives termination of employment with the Company (otfem in circumstances
which such termination (i) constitutes a terminatigith Cause or (ii) does not qualify as a Sepamafrom Service), the Executive has
achieved the age of 50 and served the Companyt feast 15 years; or (2) achieved the age of 55sended the Company for at least 10 ye
provided, however, if such termination of employinaiso constitutes a Termination of Employment dieamination Upon Change of Cont
Executive must elect within thirty (30) days of Buermination to receive either the benefits prediéh Section 3 or Section 4, as applicabl
the benefits provided in this Section 5; and

(i) At any time during which the Executive is receiviRgtirement Benefits, the Executive shall not (4
employed or on contract full time by a third pafgxcluding a norprofit organization described in Section 501(cY§8)he Code) or (2) enga
in Competition. If the Executive engages in eitfigror (2), then all Retirement Benefits shall tarate immediately and permanently.

(b) If both conditions in Sections 5(a)(i) and 5(a)@bove are satisfied, the Executive shall be ediitsubject t
Section 14, to receive the followingRetirement Benefits”

0] Option Exercisability. The ability to exercise any and all options graraédr the Option Effective De
(and any options granted prior to the Option EffecDate but only to the extent that such extensibexercisability would not require t
Company to incur a compensation expense for firrdustitement purposes) to the extent such optiengested as of the date of terminatio
employment for the earlier of: (i) the term of #yation, (ii) the termination of the option in comtien with any Change of Control, or (iii) fi
years;

(i) Performance Stock Awards.The benefits provided under Section 4(bP€rformance Stock Award:
"); and

(iii) Medical and Dental Coverage. The Company shall pay the Executvenedical and dental premiu
until the Executive achieves the age of Medicargilglity, and additionally, if the Executive’ medical and dental coverage on the da
termination included the Executiwdependents, the premiums of such dependentsthmmtitxecutive achieves the age of Medicare eliyjl
as follows:

(A) COBRA Continuation Coverage. Upon the termination of Executive’s






active employment with the Company, Executive shallentitled to elect continued medical and deintlirance coverage in accordance
the applicable provisions of COBRA and the Compsimgll pay such COBRA premiums.

(B) Coverage After COBRA & Prior to Medicare Eligibilit y . In the event the Executive is not eligi
for Medicare coverage at the end of his maximumliegiple COBRA coverage period, then, the Execusifall identify and locate either
both an individual conversion policy through theurer providing insurance coverage in connecticth Wie Company sponsored medical
dental plans available to active employees (ti@tversion Policy’), and/or a supplemental individual policy or an indual policy on th
open market (the Individual Policy ") to be effective upon the termination of his COBR#tinuation coverage so that, when the covel
for Executive provided by the Conversion Policy /andhe Individual Policy are combined, such coges provide substantially simi
medical and dental benefits in the aggregate asetpmvided under the medical and dental plansssped by the Company at such time, «
any time after the termination of Executive’'s enyphent, for active employees (theComparable Coveragé). The Company shall |
responsible for the payment of any Conversion Kofi;emiums and/or Individual Policy premiums foetiEomparable Coverage wh
payment shall not exceed the cost of premiums fedioal and dental coverage for then active emplayié&xecutive is at such time eligible
participate under the Company Plans, Executivelwlentitled to so participate.

(C) Coverage After COBRA & Upon Medicare Eligibility . In the event the Executive is eligible
Medicare coverage at the end of his maximum appkc€OBRA coverage period, the Executive may idgréind locate a Medica
supplemental policy, which may include, to the akfgermitted, the medical and dental plans spoxsbyethe Company at such time for ac
employees (the “Company Plansthat, when combined with the coverage provided Bdidare, provides Comparable Coverage. If Exec
is at such time eligible to participate under th@mPany Plans, Executive will be entitled to so ipgrate; provided that Executive shall
solely responsible for the payment of any Medigaremiums and/or Medical supplemental policy prensuior the Comparable Cover:
(including, if applicable, any premiums under thengpany Plans).

(D)  Taxes, Coverage The Executive shall be responsible for any takes may be attributable to
result from the payments made by the Company inrdemce with this Section 5(b)(iii) or receipt oédical and dental benefits attributabl
or result from such payments. Notwithstanding S&ch(b)(iii)(A) or (B), in the event Executive beues eligible to be covered under anc
employers group health plan (other than a plan which impas@reexisting condition exclusion to the extesringssible by law, unless t
preexisting condition exclusion does not apply)iniyithe period provided for herein, the Companylistease payment of any premiums.
Company will use commercially reasonable effortptovide that Executive will continue to be eligilbior coverage as provided under
Section 5(b)(iii) under the Company Plans, unlé&s Board of Directors or Compensation Committeerenes that such coverage wc
create an undue burden on the Company.

6. Termination of Employment due to Death or Pananent Disability .

(a) In the event of (i) the Executive’death during his employment with the Company tred Executive havir
satisfied the criteria provided at Section 5(a3@) of or prior to the date of his death or (ii) theecutives death during the period wt
Executive was receiving Retirement Benefits as sulteof compliance with the criteria provided atcBen 5(a)(i) and 5(a)(ii), (1) tt
Executives legal representative or any person empoweredttorahis behalf under his will or under the th@placable laws of descent &
distribution shall be entitled to the benefits anst to Section 5(b)(i) (Option Exercisability ") and Section 5(b)(ii) (‘Performance Stocl
Awards ") and (2) the Executive’s dependents, to the axéplicable, shall be entitled to the benefitsspant to Section 5(b)(iii)(A)-(D) (*
Medical and Dental Coverage”) for that period of time until the Executive wouléve achieved the age of Medicare eligibility if
Executive had lived.

(b) In the event of the ExecutivePermanent Disability during his employment with Company and the Execul
having satisfied the criteria provided at Sectiqa)8), the Executive, and to the extent applicablis dependents, shall be entitled to
benefits provided in Section 5(b)(i) Option Exercisability” ), Section 5(b)(ii) (“Performance Stock Awards”) and 5(b)(iii)(A)-(D) (*
Medical and Dental Coverage”).

7. Payment of Taxes All payments made to Executive under this Agreetrshall be subject to all applicable federal atate
income, employment and payroll taxes, includingxathholding taxes.

8. Parachute Payment Executive is strongly encouraged to review thiéowang provision and consult with his or her tamd
financial advisor concerning the application of gugrsonal tax consequences related to any payrpemigled for under this Agreement «
the following provision. In the event that any bétpayments and benefits provided for in this Agreet or otherwise payable to the Exect
(a “ 280G Payment) would (i) constitute a “parachute paymenmtithin the meaning of Section 280G of the Code, @indbut for this sentenc
be subject to the excise tax imposed by Sectio® 48%he




Code (the “Excise Tax"), then any such 280G Payment pursuant to thiségrent (a ‘Payment”) shall be equal to the Reduced Amount.
“ Reduced Amount shall be either (i) the largest portion of the Paytthat would result in no portion of the Paym(@fiter reduction) beir
subject to the Excise Tax or (ii) the largest portiup to and including the total, of the Paymatichever amount (i.e., the amount determ
by clause (i) or by clause (ii)), after taking irdocount all applicable federal, state and locgblegment taxes, income taxes, and the E;
Tax (all computed at the highest applicable matgiate), results in the receipt by Executive, onaftertax basis, of the greater econo
benefit notwithstanding that all or some portiontieé Payment may be subject to the Excise Tax.rdduction in a Payment is requi
pursuant to the preceding sentence and the Rediurnednt is determined pursuant to clause (x) ofgirexeding sentence, the reduction ¢
occur in the manner (theReduction Method') that results in the greatest economic benefit fardhtive. If more than one method of reduc
will result in the same economic benefit, the itesnsreduced will be reduced pro rata (thHerd Rata Reduction Method). Notwithstandini
the foregoing, if the Reduction Method or the PrateRReduction Method would result in any portiontleé Payment being subject to te
pursuant to Section 409A that would not otherwisestibject to taxes pursuant to Section 409A, therReduction Method and/or the Pro F
Reduction Method, as the case may be, shall befimddio as to avoid the imposition of taxes pursuarSection 409A as follows: (A) a:
first priority, the modification shall preserve tioe greatest extent possible, the greatest econoemefit for Executive as determined or
aftertax basis; (B) as a second priority, Paymentsdhatontingent on future events (e.g., being temteth without cause), shall be reduce
eliminated) before Payments that are not contingantuture events; and (C) as a third priority, iRants that are “deferred compensation
within the meaning of Section 409A shall be redu@@deliminated) before Payments that are not defecompensation within the meaning
Section 409A. Unless the Company and the Execuotiverwise agree in writing, any determination reggiiunder this Section 8 shall be m
in writing by independent public accountants apfesinby the Company and reasonably acceptable té&tkeutive (the “Accountants”),
whose determination shall be conclusive and bindipgn the Executive and the Company for all purpo$de Company shall bear all c«
the Accountants may reasonably incur in connectigih such determination, and the Company and thecétwe shall furnish to tl
Accountants such information and documents as twodntants may reasonably request in order to raaetermination under this Section 8.

9. Exclusive Remedy The payments and benefits provided for in SecBipBection 4, Section 5 or Section 15 shall ctutstithe
Executives sole and exclusive remedy for any alleged inpryother damages arising out of the cessation efetimployment relationst
between the Executive and the Company. The paégeto agree that irreparable damage would occanyf of the provisions of tt
Agreement were not performed in accordance witbdtspecific terms or were otherwise breached.dt@®rdingly agreed that the parties ¢
be entitled to enforce specifically the terms amaljsions hereof, this being in addition to anyesthemedy to which they are entitled at lax

in equity.

10. Proprietary and Confidential Information . The Executive agrees to continue to abide byté¢hes and conditions of a
Company’s confidentiality and/or proprietary riglagreement between the Executive and the Company.

11. Arbitration . Any claim, dispute or controversy arising outlif Agreement, the interpretation, validity or @mceability of thi:
Agreement or the alleged breach thereof shall bengted by the parties to binding arbitration bg #hmerican Arbitration Association in &
Jose, California or elsewhere by mutual agreemémé selection of the arbitrator and the arbitratppncedure shall be governed by
Commercial Arbitration Rules of the American Arhtibn Association. All costs and expenses of abin or litigation, including but n
limited to reasonable attorneys fees and othersa@stsonably incurred by the Executive, shall bd ps the Company. Judgment may
entered on the award of the arbitration in any thaving jurisdiction.

12. Interpretation . Executive and the Company agree that this Agreestall be interpreted in accordance with and goee b
the laws of the State of California, without regizduch state’s conflict of laws rules.

13. Conflict in Benefits. This Agreement shall supersede all prior arrareges) whether written or oral, and understanc
regarding the subject matter of this Agreement. th® extent Executive is entitled to severance derotbenefits upon termination
employment under this Agreement and any other aggag including any change in control agreemengreqt into by the Company and
Executive, entered into prior to the Effective Datee benefits payable under this Agreement shalessede and replace any other :
agreement. However, this Agreement is not intertdesihd shall not affect, limit or terminate (i) aplans, programs, or arrangements o
Company that are regularly made available to aifsigmt number of employees of the Company, (i§ @ompanys equity incentive plans, (i
any agreement or arrangement with the Executiviehs been reduced to writing and which does Hated¢o the subject matter hereof, or
any agreements or arrangements hereafter entdcellyithe parties in writing, except as otherwigpressly provided herein.

14. Release of ClaimsExecutive shall receive the severance benefith@Retirement Benefits pursuant to this Agreenoaiy if
Executive executes and returns to the Company,jmwitie applicable time period set forth therein buho event more than sixty (60) d
following the date of Executive’'s Separation froen8ce, a release of claims (th&®eélease of
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Claims™) in favor of the Company in a form reasonably satigfry to the Company, and permits such Relea&#aiins to become effective
accordance with its terms on or prior to such stktiday (the ‘Release Agreement Deadlirig If the Release of Claims does not bec
effective by the Release Agreement Deadline, thecktive will forfeit any right to severance bergfitr Retirement Benefits pursuant to
Agreement. Regardless of whether the Release ah€laecomes effective prior to the Release Agre¢readline, any severance benefit
Retirement Benefits payable prior to the Releasee&igent Deadline shall be paid on the Release AgreeDeadline, with the remaindel
the payments to be made as originally scheduledeixto the minimum extent that payments must Baydd pursuant to Section 2C
because Executive is a “specified employeetuntil the effectiveness (or deemed effectivepe$she Release of Claims, all amounts wil
paid as soon as practicable in accordance withCbmpany’s normal payroll practices following Exdeats Separation from Servic
Notwithstanding the foregoing, the Release of C&ashall not be construed to waive any right to indiication or contribution otherwi:
available to Executive under law or rules of cogtergovernance with respect to claims by thirdipsifor actions or omissions in Executise’
role as an officer of the Company.

15. Successors and Assigns

(a) Successors of the CompanyThe Company will require any successor or as@igrether direct or indirect, |
purchase, merger, consolidation or otherwise) ltoratubstantially all of the business and/or essétthe Company, expressly, absolutely
unconditionally to assume and agree to performAlgieement in the same manner and to the sametektgrthe Company would be requi
to perform it if no such succession or assignmeuwt taken place. Failure of the Company to obtagh sigreement prior to the effectivenes
any such succession transaction shall be a brdatiiscAgreement and shall entitle the Executivéetaninate his or her employment with
Company within three (3) months thereafter ancet®ive the benefits provided under Section 3 af Agreement in the event of a Termina
Upon Change of Control; provided, however, thas(igh termination of employment must be a Separdtam Service and (ii) the Execut
must deliver a Release of Claims as provided irti@ed4. As used in this Agreement, “Comparsyiall mean the Company as defined al
and any successor or assign to its business aasets as aforesaid which executes and deliveimgtieement provided for in this Sectior
or which otherwise becomes bound by all the temuasp@ovisions of this Agreement by operation of.law

(b) Heirs of Executive. This Agreement shall inure to the benefit of #edenforceable by the Executiggierson:
and legal representatives, executors, adminisgasoiccessors, heirs, distributees, devisees gateks.

16. Notices For purposes of this Agreement, notices andthBrocommunications provided for in the Agreemdralisbe in writing
and shall be deemed to have been duly given whéwedsd or mailed by United States registered maiturn receipt requested, post
prepaid, as follows:

if to the Company:
Power Integrations, Inc.
5245 Hellyer Avenue
San Jose, California 95138
Attn: Chief Executive Officer or Chief Financial fixfer

and if to the Executive, at the address specifiethis Agreement. Notice may also be given at satbler address as either party may |
furnished to the other in writing in accordancedwéth, except that notices of change of addresk Isa&ffective only upon receipt.

17. No Representations Executive acknowledges that he/she is not relgnd has not relied on any promise, representati
statement made by or on behalf of the Company wikiciot set forth in this Agreement.

18. Validity . If any one or more of the provisions (or any pdmtreof) of this Agreement shall be held invalitegal ot
unenforceable in any respect, the validity, legadihd enforceability of the remaining provisions émy part thereof) shall not in any way
affected or impaired thereby.

19. Consultation with Legal and Financial Adviscs . Executive acknowledges that his Agreement cordignsificant legal right:
and may also involve the waiver of rights undereotagreements; that the Company has encourageditiweeto consult with Executive’
personal legal and financial advisers; and thatchtcee has had adequate time to consult with Exeest advisers before signing t
Agreement.

20. Application of Section 409A and Other Limitéions. Executive is strongly encouraged to review theofglhg provisions ar
consult with his or her tax and financial advisoncerning the application of any personal tax cqneaces related to any payments prov
for under this Agreement and the following proviso




(a) If any Stock Award (other than stock options) vegtpursuant to Section 2(a), Section 2(b), Se@&i@)(Vv)(2) o
Section 4(b)(ii):

0] does not constitute “deferred compensatianithin the meaning of Section 409A, the sharesing
pursuant to such events will be issued (1) in reispeSection 2(a), Section 2(b) and Section 4ijbytimediately prior to the consummatior
the Change of Control, and (2) in respect of Sac8ia)(v)(2) on the sixtieth (60) day following the Termination Upon Change of Gohas
further provided in Section 14 hereof.

(i) does constitute “deferred compensatiomithin the meaning of Section 409A, the shares ing
pursuant to such events will be issued (1) in retspé Section 2(a), Section 2(b) and Section 4ip)inmediately prior to the Change
Control, provided such payment can be made withduerse personal tax consequences to the Execatiedse the shares vesting pursua
Section 2(a), Section 2(b) and Section 4(b)(ii) Ww#& converted into the same consideration receyethe holders of the Compasytommo
stock pursuant to the Change of Control, and soolsideration will be issued in accordance withdhBvery schedule for such Stock Awart
effect immediately prior to the Change of Contmotlg2) in respect of Section 3(a)(v)(2) will beuied in accordance with the delivery sche
for such Stock Award in effect immediately priortte Termination Upon Change of Control.

(b) Extension of Stock Option Exercise PeriodNotwithstanding anything to the contrary in thisr&gment, in th
event any extended exercise period provided faohisi Agreement shall result in a portion of a stopkion becoming subject to the provisi
of Section 409A, the extended exercise period ehguortion of such stock option shall be automditicshortened by the minimum ext
necessary to prevent such portion of such optiomfbecoming subject to Section 409A. In no evedlt aviy provisions in this Agreeme
providing for an extended exercise period resuthaextension of the exercise period of any stition beyond the maximum permitted t
of such stock option as provided under the applécaluity incentive plan and stock option awardeagrent in effect for such stock opti
assuming for the purposes of this Section 20(Herination of Executive’s employment with the Canp.

(c) Other Benefits.Notwithstanding anything to the contrary hereirg tbllowing provisions apply to the extent ;
benefits (“Benefits”) provided herein other than those described in 8&e@0(b) are subject to Section 409A: (A) The Bésefre intended
qualify for an exemption from application of Sectid09A or comply with the requirements of Secti@9A to the extent necessary to a\
adverse personal tax consequences under Sectidn 408 any ambiguities herein shall be interpretecbrdingly. (B) Benefits contingent o
termination of employment shall not commence uBxécutive has a Separation from Service. (C) Enastailment of a Benefit is a sepal
“payment” for purposes of Treas. Reg. Section 1M4Q2&b)(2)(i). (D) Each Benefit is intended to satishe exemptions from application
Section 409A provided under Treasury Regulationsti®es 1.409A-1(b)(4), 1.409A-1(b)(5) and 1.40985)(9) to the maximum exte
available. However, if such exemptions are notlabé and Executive is, upon Executive’s Separafiom Service, a “specified employee”
for the purposes of Section 409A, then, solelyh® éxtent necessary to avoid adverse personaldiasequences under Section 409A,
timing of the Benefit payments otherwise payablemto such date shall be delayed until the eadfefx) six (6) months and one day a
Executive’s Separation from Service, or (y) Exeeis death, and any payments otherwise scheduledntade after such date shall be pai
originally scheduled. (E) To the extent that anynf®irsements payable to Executive pursuant to @e8fja)(iii) are subject to the provision:
Section 409A, the following provisions will apply iaddition to the provisions of any applicable engee reimbursement policy: (a) to
eligible to obtain reimbursement for such expersascutive mussubmit expense reports within 45 days after theergp is incurred, (b) a
such reimbursements will be paid no later thareimdier of (x) thirty (30) days after the date Extiee submits receipts for the expenses ¢
December 31 of the year following the year in whith expense was incurred, (c) the amount of exgsemrsmbursed in one year will not afi
the amount eligible for reimbursement in any subseg year, and (d) the right to reimbursement uniisr Agreement will not be subject
liquidation or exchange for another benefit.

(d) Payment of Health Care BenefitsNotwithstanding anything to the contrary set fdnérein, if the Compat
determines, in its sole discretion, that it canmaivide the COBRA premium, Conversion Policy premjundividual Policy premium, or oth
medical and dental coverage premiums (togethet Health Care Benefits') contemplated under this Agreement without potegtiakurring
financial costs or penalties under applicable lawlgding, without limitation, Section 2716 of thRublic Health Service Act), the Comp:
shall in lieu thereof pay Executive a taxable castount, which payment shall be made regardlesshettver Executive or Executivetligible
family members elect health care continuation cager(the “Health Care Benefit Payment). Subject to any further delay in paym
required by Section 14 of this Agreement, the He@lire Benefit Payment shall be paid in monthlyaiiments on the same schedule that
amounts would otherwise have been paid to the émsiihe Health Care Benefit Payment shall be etpuéh) the amount that the Comp
would have otherwise paid to provide the HealtheCRenefits for the duration of the applicable samee period (which amount shall
calculated based on the premium for the first marfittoverage), plus (b) an additional amount siet after payment of all taxes, Executive
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retains an amount equal to the Compangggregate cost of otherwise providing the He@léine Benefits. For purposes of calculating
“additional amount”’in clause (b) of the preceding sentence, Execwhall be deemed to have: paid federal income taxdgbe highe:
marginal rate of federal income and employmentttardor the calendar year in which the Health CBeaefit Payment is to be made, and
applicable state and local income taxes at thedsigtate of taxation for the calendar year in whiod Health Care Benefit Payment is tc
made, net of the maximum reduction in federal ineaaxes which could be obtained from deductioruchsstate and local taxes.

21. Definitions. As used in this Agreement, unless the contextiireg a different meaning, the following terms &lgve thi
meanings set forth herein:

(a) “ 2007 Equity Incentive Plari means that certain 2007 Equity Incentive Plan,nasraled, as originally adop!
by the Board of Directors on September 10, 200d,aary successor plan thereto.

(b) “ Annual Performance Bonus’ means the Executive’ current annual performance incentive bonus ¢
applicable maximum achievable Performance Levekthdr consisting of cash or Stock Awards, as deterunby the Board of Directors
Compensation Committee on an annual basis.

(c) “ Cause’ means:

() A material act of theft, dishonesty, fraud, intentl falsification of any employment or Companyarei
or the commission of any criminal act which impdipsecutive’s ability to perform his/her duties untlds Agreement;

(ii) A material improper disclosure of the Companygonfidential, business or proprietary informatlay
Executive;

(iii) Any action by Executive intentionally causing opegted to cause material harm to the reputatiol
standing of the Company, or gross negligence offulimisconduct in the performance of Executwedssigned duties (but not m
unsatisfactory performance); or

(iv) The Executives conviction (including any plea of guilty or notmntendere) for a felony caus
material harm to the reputation and standing ofGbmpany, as determined by the Company in good.fait

(d) “ Change of Control’ means:

(@ Any “ person” (as such term is used in Sections 13(d) and 14(th)eoSecurities Exchange Act of 1¢
as amended (the “Exchange Act'9ther than a trustee or other fiduciary holdingusigies of the Company under an employee benedih ot
the Company becomes the “beneficial owner” (asngefiin Rule 13& promulgated under the Exchange Act), directlyingfirectly, o
securities of the Company representing 50% or rab(8) the outstanding shares of common stock ef@ompany or (B) the combined vot
power of the Company’s then-outstanding securities;

(i) The Company is party to a merger or consolidatibictvresults in the holders of voting securitiesha
Company outstanding immediately prior thereto figjlto continue to represent (either by remainintstamding or by being converted i
voting securities of the surviving entity) at le&8% of the combined voting power of the votingwsé®s of the Company or such surviv
entity outstanding immediately after such mergecarsolidation;

(iii) There occurs a change in the Board of Directoth®fCompany within a twgear period, as a result
which fewer than a majority of the Directors areumbent Directors. For purposes of this Agreemamt;incumbent Directoris any directc
who is either:

(A) Adirector of the Company as of January 1, 2013; or
(B) A director who is elected or nominated for &tmtto the Board of Directors of the Company witik
affirmative votes of at least a majority of the dntbent Directors at the time of such election animation (but shall not include an individ

whose election or nomination is in connection vaithactual or threatened proxy contest relatinpeoeiection of directors to the Company).

(iv) The sale or disposition of 50% or more of the Conyp@ assets (or consummation of any transa
having similar effect); or




(v) The dissolution or liquidation of the Company.
(e) “ Code” means the Internal Revenue Code of 1986, as agaend

() “ Company” shall mean Power Integrations, Inc., and followen@hange of Control, any successor or assi
its business and/or assets that agrees or othep@tgames bound by all the terms and provisionkisfAgreement by operation of law.

(9) “ Competition” shall mean rendering services for any organizatiorengaging in any business dire
competitive with the Company or materially contranyharmful to the interests of the Company, ingigd but not limited to (i) acceptil
employment with, or serving as a consultant, advisan any other capacity to, the division or atpertion of the business of any empilc
which competes directly with the Company; (ii) mahy acting against the interest of the Company(ii®) personally recruiting, directly
indirectly, any person who is then an employeéef@ompany.

(h) “ Executive Officer” means any employee of the Company designated autise officer by the Board
Directors or Compensation Committee.

() “ Good Reasori means the occurrence of any of the following dbads, without Executives written conser
which condition(s) remain(s) in effect 20 days afteitten notice to the Board of Directors from Exéve of such condition(s), if such notic
given within one year of the occurrence of suchdition(s):

0] A material decrease or planned decrease in Execsitannual salary, the cash value of Executive
Annual Performance Bonus or employee benefits\fioiig a Change of Control;

(i) A demotion, a material reduction in Executivgiosition, responsibilities or duties or a mateddvers
change in Executive’substantive functional responsibilities or dyt@®vided, however, that in the event of a Chanig€ontrol, Executiv
will be deemed demoted and his position, respadiitg#si or duties materially reduced or his substenfunctional responsibilities or dut
materially adversely changed if Executive is napansible for at least substantially the same fandhat Executive had in the Company
to the Change of Control.

(iii) The relocation of Executive'work place for the Company to a location moratfitly (50) miles fron
the current location of Executiveiwork place or a material adverse change in thé&ing conditions or established working hours whpahnsis
for a period of six continuous months; or

(iv) Any material breach of this Agreement by the Conypan

)] “ Highest Annual Salary” means Executive’ highest annual salary in any of the three yeaeseagling th
applicable date of determination, provided, howeteat if the Executive’s then effective annualasalwould be Executive’ highest annu
salary upon completion of the current year of smrvihen Highest Annual Salary shall mean Execistibeen effective annual salary.

() “ New Executive’ means an Executive who has served as an exectitiie €ompany for fewer than five ye:
Executives service to the Company as an executive will bl to begin upon the date of commencement of@amant as an Executi
Officer or upon the date of promotion to an ExewtDfficer position. A New Executive will be firgligible for the benefits under tl
Agreement upon the completion of one year of catirs service as an Executive Officer of the Companjess the Board of Directors
Compensation Committee determines otherwise.

)] “ Performance Level means the pay out amounts (whether in cash or $tackds) based upon the satisfac
of one or more performance criteria as determinethé Board of Directors or Compensation Committee.

(m) “ Performance Stock Award means any Stock Award subject to vesting upon ttidemement of ar
Performance Level regardless of the length of arfopmance period.

(n) “ Permanent Disability” means that:

0] The Executive has been incapacitated by bodilyrynppr disease so as to be prevented thereby
engaging in the performance of the Executive’sedjti




(i) Such total incapacity shall have continued for agokeof six consecutive months;

(iii) Such incapacity will, in the opinion of a qualifigihysician, be permanent and continuous durin
remainder of the Executive’s life; and

(iv) Such incapacity results in Executive’s SeparatiomfService.
(0) “ Prorated Portion” means a fraction the numerator of which is the nremab days in an applicable performa

period prior to such Executive’termination of employment and the denominatowbfch is the total number of days in an applic
performance period.

(p) “ Release of Claim means the release of claims required by Sectibafthis Agreement.

(@) “ Retention Stock Award means any Stock Award subject to vesting uponctirapletion of timebased vestir
criteria.

) “ Section 409 means Section 409A of the Code and the regulaiodother guidance thereunder and any

law of similar effect.

(s) “ Senior Executivé’ means an Executive who has served continuously agecutive of the Company for at le
five years. Executive’ service to the Company as an executive will el to begin upon the date of commencement ofeymant as &
Executive Officer or upon the date of promotionato Executive Officer position, unless the Boardakectors or Compensation Commit
determines otherwise.

® “ Separation from Servicé means a “separation from servicigt the purposes of Section 409A with respe
the Company.

(u) “ Stock Award” shall have the same meaning given to it in the 2BQuity Incentive Plan, as may be amer
from time to time.

(v) “ Termination of Employment means Executive’s Separation from Service thsilte from:
0] Any termination of employment of the Executive bg iCompany without Cause; or
(i) Any resignation by the Executive for Good Reason.

“Termination of Employmentshall not include any termination of the employmehthe Executive (a) by the Company for Cause;al)
result of Permanent Disability of the Executive) & a result of the death of the Executive; (dpasgsult of the voluntary termination
employment by the Executive for reasons other thaod Reason; or (e) a Termination Upon Change otrGb

(w) “ Termination Upon Change of Contrdl means Executive’s Separation from Service thsiilte from:

0] Any termination of the employment of the Executig the Company without Cause on or wi
eighteen (18) months after (i) the occurrence @hange of Control; or (ii) the date that the perserving as of the Effective Date as C
Executive Officer of the Company ceases to sengiah office; or

(i) Any resignation by the Executive for Good Reasothiwieighteen (18) months after (i) the occurre
of a Change of Control or (ii) the date that thespa serving as of the Effective Date as Chief Ekige Officer of the Company ceases to s
in such office.

“Termination Upon Change of Contrathall not include any termination of the employmeithe Executive (a) by the Company for Cause

as a result of the Permanent Disability of the Eixige; (c) as a result of the death of the Exeaytior (d) as a result of the volunt
termination of employment by the Executive for masother than Good Reason.

* k k% %
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EXHIBIT 10.11

POWER INTEGRATIONS, INC.
AMENDED AND RESTATED EXECUTIVE OFFICER BENEFITS AGR EEMENT

This Amended and Restated Executive Officer BenefitAgreement(the“Agreement”) is made and entered into as of May 1, ¢
(the“Effective Date” ), by and betweeRower Integrations, Inc., a Delaware corporation, (theCompany”) and Radu Barsan (Executive

H) .
Recitals

A. Executive is an Executive Officer of the Camy and possesses valuable knowledge of the Comparyusiness and operatic
and the markets in which the Company competes.

B. The Company draws upon the knowledge, expeei@nd advice of Executive in order to managkutiness for the benefit of 1
Company’s stockholders.

C. The Board of Directors desires to supplenk&mcutives employment arrangements so as to provide additmmpensation ai
benefits to the Executive to encourage Executiveaiatinue to devote his attention and dedicatioth®d Company and to create additic
incentives to continue his employment with the Camp

D. The Company and Executive previously entémémlan Executive Officer Benefits Agreement byl dretween the Company ¢
Executive, dated July 26, 2013 (tHrior Agreement”).

E. The Company and Executive have agreed to diaed restate the Prior Agreement in its entirstget forth herein.

Agreement

Therefore, in consideration of the mutual agreements, covanant considerations contained herein, the underdifpereby agr
and acknowledge as follows:

1. The Prior Agreement is hereby amended and resiratiésl entirety and the parties hereby agree tag¢has hereof, including t
terms set forth on Exhibit A hereto. The Board dfebtors has determined Executive shall be eligibleeceive the benefits hereun
immediately upon the Option Effective Date and khat be subject to the requirement of completimg gear of continuous service as
executive officer of the Company prior to receivewgh benefits, as set forth in Section 21(k).

2. For the purposes of this Agreement th®ygtion Effective Date” shall mean the Effective Date unless this Agreenerr
amendment to an earlier agreement in which casé@yion Effective Daté' shall mean July 26, 2013.

3. This Agreement may only be modified or amended by@plemental written agreement signed by Execuatincethe Company.

* k k % %




In Witness Whereof,the undersigned have executed thisended and Restated Executive Officer Benefits Agement,intending
to be legally bound as of the Effective Date.

COMPANY: Power Integrations, Inc.
By: /s/ Balu Balakrishnan
Name: Balu Balakrishnan
Title: President and CEO

EXECUTIVE: /s/ Radu Barsan
Radu Barsan

Address for Notice: Executive’s home addre
as reflected in the records of the Company




EXHIBIT A

TERMS OF AMENDED AND RESTATED
EXECUTIVE OFFICER BENEFITS AGREEMENT

1. Position and DutiesExecutive shall continue to be anvatl employee of the Company employed in his/herrent position ¢
his/her then current salary rate. Executive sHah &e entitled to continue to participate in aoddceive benefits on the same basis as
executive or senior staff members under any ofbmpanys employee benefit plans as in effect from timértee. In addition, Executive sh
be entitled to the benefits afforded to other erppés similarly situated under the Compangimployment policies. Executive agrees to de
the business time, energy and skill necessary éow® his/her duties at the Company. These dutial isclude, but not be limited to, 8
duties consistent with his/her position which mayassigned to Executive from time to time.

2. Acceleration of Vesting of Stock Awards Upon a kange of Control. In the event of a Change of Control, and prov
that Executive’'s employment with the Company has@oninated prior to such date, Executive shakbttled to the following benefits:

(a) All Retention Stock Awards granted by the Compamyhie Executive prior to the Change of Control khate
their vesting accelerated such that 25% of the therested shares subject to each Retention Stoeldiwill be deemed vested and exercis
or issuable as of the consummation of the Chang@aunitrol. Notwithstanding the foregoing, if the @ga of Control does not require
assumption or substitution by the acquiring er(tityparent thereof) of all of the Compasybligations of the then outstanding Retentiorcl
Awards, then (i) if Executive is a New Executiv@%b of the then unvested shares subject to eaclReteStock Awards will be accelera
and deemed vested and exercisable prior to theuoamgtion of the Change of Control; or (ii) if Exéive is a Senior Executive, 100% of
then unvested shares subject to any Retention $taekds will be accelerated and deemed vested »ertisable prior to the consummatiol
the Change of Control. The shares vesting pursiaatitis Section 2(a) will be exercisable, issueccanverted and paid in accordance
Sections 2(c) and 20(a). Except as otherwise peavid the applicable award agreement, the portfoang unvested Retention Stock Aw
that is not assumed (or an appropriate substitytfomided) and that does not vest based on thisdbe2(a) will be forfeited by Executive a
will be of no further force or effect.

(b) All Performance Stock Awards granted by the Comptnthe Executive prior to the Change of Contralt
have their vesting accelerated immediately priocdnsummation of such Change of Control so tha?d 00 the then unvested shares wil
deemed vested at the applicable maximum achieRdriormance Level . The shares vesting pursuathigdSection 2(b) will be exercisak
issued or converted and paid in accordance witti®ec2(c) and 20(a).

(c) In the event of a Change of Control, the Compangiettakes to facilitate Executive'receipt of any of tt
benefits set forth in this Agreement by providingtten notice to Executive, at least ten (10) dimyadvance of the closing of such transac
which (i) indicates the anticipated timing and mi@leeconomic terms of the anticipated transactod (ii) references the Executigefights
under this Agreement. The Company shall also peagpropriate Stock Award exercise forms and ioftns to assist Executive
exercising his or her rights to acquire securitiethe Company on or prior to the consummatiorhef€hange of Control. Executive is stror
encouraged to consult with his or her tax and foradvisor prior to electing to exercise any optpursuant to this Agreement.

3. Termination Upon Change of Control.

€)) Severance Benefits In the event of the ExecutieTermination Upon Change of Control, Executivellshe
entitled to the following separation benefits:

0] Salary and Accrued Benefits. All salary and accrued but unused vacatiomeghthrough the date
Executive’s termination.

(i) Annual Performance Bonus.Payment of a Prorated Portion of the cash valuExafcutives Annua
Performance Bonus measured as of the date of tatiminfor the year in which such termination occurs

(iii) Expenses. Within fourteen (14) days of submission of p#p expense reports by the Execu
reimbursement by the Company for all expenses redidp and necessarily incurred by the Executivednnection with the business of
Company prior to his termination of employment.




(iv) Severance Payment

(1) if Executive is a New Executive, payment of an anmtaequal to six (6) months of Executige’
Highest Annual Salary from the Company and 50%hef ¢ash value of Executive’Annual Performance Bonus measured as of thead
termination at the applicable maximum achievablédPmance Level as in effect as of the date of decmination to be paid in a lump sum
the sixtieth (60") day following such termination as provided in &at 14; or

(2) if Executive is a Senior Executive, payment of amoant equal to (a) six (6) months
Executive’s Highest Annual Salary from the Companyg 50% of the cash value of Executs/&nnual Performance Bonus measured as t
date of termination at the applicable maximum adlide Performance Level as in effect as of the dagich termination to be paid in a lu
sum on the sixtieth (60) day following such termination as provided in 8@t 14 and (b) up to an additional six (6) montfi€Executives
Highest Annual Salary and 50% of such Annual Perforce Bonus measured as of the date of terminaticthe applicable maximt
achievable Performance Level, less applicable witlihg, shall be paid beginning six months aftemi@ation, subject to Section 14, in rate
monthly installments for six months or until Exeégatsecures new employment, whichever occurs earlie

(v) Stock Awards.

(1) The ability to exercise any and all outstandingteg®ptions granted after the Option Effec
Date (and any vested options granted prior to thgo@ Effective Date but only to the extent thatlsiextension of exercisability would |
require the Company to incur a compensation expndinancial statement purposes) for twelve (t®)nths from the date of terminatior
employment.

(2 The vesting of all Stock Awards (to the extent s&thck Award does not also constitut
portion of Executives Annual Performance Bonus) granted by the Companthe Executive and outstanding immediately ptmrsucl
Termination Upon Change of Control shall have the&isting accelerated, such that (i) if ExecutiveaidNew Executive, 50% of the tf
unvested shares subject to such Stock Award willdemed vested and exercisable as of the daterintgion of employment; or (ii)
Executive is a Senior Executive, 100% of the thewested shares subject to such Stock Award witldéemed vested and exercisable as ¢
date of termination of employment. Any shares wespiursuant to this Section 3(a)(v)(2) subject Reaformance Stock Award shall vest al
applicable maximum achievable Performance Levek $hares vesting pursuant to this Section 3(a){wy{l be issued in accordance w
Section 20(a). Except as otherwise provided inajhlicable Stock Award agreement, the portion of anvested Stock Award that does
vest based on this Section 3(a)(v)(2) will be fiefg by Executive and will be of no further forceedfect.

(b) Benefits Continuation.

() In the event of Executive’ Termination Upon Change of Control, Executivellsba entitled to ele:
continued medical and dental insurance coveragacitordance with the applicable provisions of thengtidated Omnibus Budc
Reconciliation Act of 1985, as amended, (“COBRAfd the Company shall pay such COBRA premiumsi¥aiX (6) months from the date
termination of employment, if Executive is a NeweEntive; or (ii) twelve (12) months from the datktermination of employment,
Executive is a Senior Executive. Notwithstanding #ibove, in the event Executive becomes eligibleet@overed under another emploger’
group health plan (other than a plan which imp@seseexisting condition exclusion unless the pigéng condition exclusion does not ap|
during the period provided for herein, the Compsahgll cease payment of the COBRA premiums; and

(i) Executive shall receive the benefits, if any, untierCompanys 401(k) Plan and other Company bel
plans to which he may be entitled pursuant to ¢nms$ of such plans.

4, Termination of Employment.

€)) Severance Benefits In the event of the ExecutiwTermination of Employment, Executive shall betktt tc
all separation benefits provided in Section 3(g)(ipalary and Accrued Benefits’), Section 3(a)(ii) (“Annual Performance Bonus”) and 3
(a)(iii) (* Expenses’) above. In addition, Executive shall be entitledsix (6) months of Executive’Highest Annual Salary and 50% of
cash value of Executive’Annual Performance Bonus at the applicable maxinachievable Performance Level as in effect adhefdate ¢
such termination, all less applicable withholdipgid in a lump sum within sixty (60) days of suemtination as provided in Section 14.

(b) Performance Stock Awards.




0] A Prorated Portion of all shares subject to Perforoe Stock Awards granted to the Executive b
Company and outstanding prior to such TerminatioBroployment with a performance period greater thaa (1) year and granted other 1
in connection with Executive’ Annual Performance Bonus shall vest at such Redioce Level as determined by the Board of Directn
Compensation Committee on the date of such detetiom

(i) Immediately prior to the consummation of any Chaofb€ontrol to occur after ExecutiveTerminatio
of Employment, a Prorated Portion of Executsseutstanding Performance Stock Awards with a perdmce period greater than one (1)
and granted other than in connection with Exectdivinnual Performance Bonus will be deemed vestdldeadpplicable maximum achieva
Performance Level. The shares vesting pursuarttisoSection 4(b)(ii) will be exercisable, issuedconverted and paid in accordance !
Sections 2(c) and 20(a).

(c) Benefits Continuation.

() In the event of Executive’ Termination of Employment, Executive shall beitlat to elect continue
medical and dental insurance coverage in accordatitbethe applicable provisions of COBRA and then@any shall pay such COBF
premiums for six (6) months from the date of Teration of Employment. Notwithstanding the abovethia event Executive becomes elig
to be covered under another emplogegroup health plan (other than a plan which impogepreexisting condition exclusion unless
preexisting condition exclusion does not apply)imniyrthe period provided for herein, the Companyllsbease payment of the COBI
premiums; and

(i) Executive shall receive the benefits, if any, urtierCompanys 401(k) Plan and other Company bel
plans to which he may be entitled pursuant to ¢heas of such plans.

5. Retirement Benefits.

() In order to be eligible for the Retirement Beneflescribed in Section 5(b) below, the Executive tmuset bot
of the following criteria:

0] At the time of Executives termination of employment with the Company (otfem in circumstances
which such termination (i) constitutes a terminatigith Cause or (ii) does not qualify as a Sepamafrom Service), the Executive has
achieved the age of 50 and served the Companyt feast 15 years; or (2) achieved the age of 55sended the Company for at least 10 ye
provided, however, if such termination of employinaiso constitutes a Termination of Employment dieamination Upon Change of Cont
Executive must elect within thirty (30) days of Buermination to receive either the benefits prediéh Section 3 or Section 4, as applicabl
the benefits provided in this Section 5; and

(i) At any time during which the Executive is receiviRgtirement Benefits, the Executive shall not (4
employed or on contract full time by a third pafgxcluding a norprofit organization described in Section 501(cY§8)he Code) or (2) enga
in Competition. If the Executive engages in eitfigror (2), then all Retirement Benefits shall tarate immediately and permanently.

(b) If both conditions in Sections 5(a)(i) and 5(a)@bove are satisfied, the Executive shall be ediitsubject t
Section 14, to receive the followingRetirement Benefits”

0] Option Exercisability. The ability to exercise any and all options graraédr the Option Effective De
(and any options granted prior to the Option EffecDate but only to the extent that such extensibexercisability would not require t
Company to incur a compensation expense for firrdustitement purposes) to the extent such optiengested as of the date of terminatio
employment for the earlier of: (i) the term of #yation, (ii) the termination of the option in comtien with any Change of Control, or (iii) fi
years;

(i) Performance Stock Awards.The benefits provided under Section 4(bP€rformance Stock Award:
"); and

(iii) Medical and Dental Coverage. The Company shall pay the Executvenedical and dental premiu
until the Executive achieves the age of Medicargilglity, and additionally, if the Executive’ medical and dental coverage on the da
termination included the Executiwdependents, the premiums of such dependentsthmmtitxecutive achieves the age of Medicare eliyjl
as follows:

(A) COBRA Continuation Coverage. Upon the termination of Executive’s






active employment with the Company, Executive shallentitled to elect continued medical and deintlirance coverage in accordance
the applicable provisions of COBRA and the Compsimgll pay such COBRA premiums.

(B) Coverage After COBRA & Prior to Medicare Eligibilit y . In the event the Executive is not eligi
for Medicare coverage at the end of his maximumliegiple COBRA coverage period, then, the Execusifall identify and locate either
both an individual conversion policy through theurer providing insurance coverage in connecticth Wie Company sponsored medical
dental plans available to active employees (ti@tversion Policy’), and/or a supplemental individual policy or an indual policy on th
open market (the Individual Policy ") to be effective upon the termination of his COBR#tinuation coverage so that, when the covel
for Executive provided by the Conversion Policy /andhe Individual Policy are combined, such coges provide substantially simi
medical and dental benefits in the aggregate asetpmvided under the medical and dental plansssped by the Company at such time, «
any time after the termination of Executive’'s enyphent, for active employees (theComparable Coveragé). The Company shall |
responsible for the payment of any Conversion Kofi;emiums and/or Individual Policy premiums foetiEomparable Coverage wh
payment shall not exceed the cost of premiums fedioal and dental coverage for then active emplayié&xecutive is at such time eligible
participate under the Company Plans, Executivelwlentitled to so participate.

(C) Coverage After COBRA & Upon Medicare Eligibility . In the event the Executive is eligible
Medicare coverage at the end of his maximum appkc€OBRA coverage period, the Executive may idgréind locate a Medica
supplemental policy, which may include, to the akfgermitted, the medical and dental plans spoxsbyethe Company at such time for ac
employees (the “Company Plansthat, when combined with the coverage provided Bdidare, provides Comparable Coverage. If Exec
is at such time eligible to participate under th@mPany Plans, Executive will be entitled to so ipgrate; provided that Executive shall
solely responsible for the payment of any Medigaremiums and/or Medical supplemental policy prensuior the Comparable Cover:
(including, if applicable, any premiums under thengpany Plans).

(D)  Taxes, Coverage The Executive shall be responsible for any takes may be attributable to
result from the payments made by the Company inrdemce with this Section 5(b)(iii) or receipt oédical and dental benefits attributabl
or result from such payments. Notwithstanding S&ch(b)(iii)(A) or (B), in the event Executive beues eligible to be covered under anc
employers group health plan (other than a plan which impas@reexisting condition exclusion to the extesringssible by law, unless t
preexisting condition exclusion does not apply)iniyithe period provided for herein, the Companylistease payment of any premiums.
Company will use commercially reasonable effortptovide that Executive will continue to be eligilbior coverage as provided under
Section 5(b)(iii) under the Company Plans, unlé&s Board of Directors or Compensation Committeerenes that such coverage wc
create an undue burden on the Company.

6. Termination of Employment due to Death or Permagnt Disability .

(a) In the event of (i) the Executive’death during his employment with the Company tred Executive havir
satisfied the criteria provided at Section 5(a3@) of or prior to the date of his death or (ii) theecutives death during the period wt
Executive was receiving Retirement Benefits as sulteof compliance with the criteria provided atcBen 5(a)(i) and 5(a)(ii), (1) tt
Executives legal representative or any person empoweredttorahis behalf under his will or under the th@placable laws of descent &
distribution shall be entitled to the benefits anst to Section 5(b)(i) (Option Exercisability ") and Section 5(b)(ii) (‘Performance Stocl
Awards ") and (2) the Executive’s dependents, to the axéplicable, shall be entitled to the benefitsspant to Section 5(b)(iii)(A)-(D) (*
Medical and Dental Coverage”) for that period of time until the Executive wouléve achieved the age of Medicare eligibility if
Executive had lived.

(b) In the event of the ExecutivePermanent Disability during his employment with Company and the Execul
having satisfied the criteria provided at Sectiqa)8), the Executive, and to the extent applicablis dependents, shall be entitled to
benefits provided in Section 5(b)(i) Option Exercisability” ), Section 5(b)(ii) (“Performance Stock Awards”) and 5(b)(iii)(A)-(D) (*
Medical and Dental Coverage”).

7. Payment of Taxes All payments made to Executive under this Agreenshall be subject to all applicable federal
state income, employment and payroll taxes, inalgdill withholding taxes.

8. Parachute Payment Executive is strongly encouraged to review tHo¥ang provision and consult with his or her
and financial advisor concerning the applicatioran§ personal tax consequences related to any pagrpeovided for under this Agreem
and the following provision. In the event that arfythe payments and benefits provided for in thggeement or otherwise payable to
Executive (a “280G Payment) would (i) constitute a “parachute paymentithin the meaning of Section 280G of the Code, @ndut for
this sentence, be subject to the excise tax impog&Ection 4999 of the
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Code (the “Excise Tax"), then any such 280G Payment pursuant to thiségrent (a ‘Payment”) shall be equal to the Reduced Amount.
“ Reduced Amount shall be either (i) the largest portion of the Paytthat would result in no portion of the Paym(@fiter reduction) beir
subject to the Excise Tax or (ii) the largest portiup to and including the total, of the Paymatichever amount (i.e., the amount determ
by clause (i) or by clause (ii)), after taking irdocount all applicable federal, state and locgblegment taxes, income taxes, and the E;
Tax (all computed at the highest applicable matgiate), results in the receipt by Executive, onaftertax basis, of the greater econo
benefit notwithstanding that all or some portiontieé Payment may be subject to the Excise Tax.rdduction in a Payment is requi
pursuant to the preceding sentence and the Rediurnednt is determined pursuant to clause (x) ofgirexeding sentence, the reduction ¢
occur in the manner (theReduction Method') that results in the greatest economic benefit fardhtive. If more than one method of reduc
will result in the same economic benefit, the itesnsreduced will be reduced pro rata (thHerd Rata Reduction Method). Notwithstandini
the foregoing, if the Reduction Method or the PrateRReduction Method would result in any portiontleé Payment being subject to te
pursuant to Section 409A that would not otherwisestibject to taxes pursuant to Section 409A, therReduction Method and/or the Pro F
Reduction Method, as the case may be, shall befimddio as to avoid the imposition of taxes pursuarSection 409A as follows: (A) a:
first priority, the modification shall preserve tioe greatest extent possible, the greatest econoemefit for Executive as determined or
aftertax basis; (B) as a second priority, Paymentsdhatontingent on future events (e.g., being temteth without cause), shall be reduce
eliminated) before Payments that are not contingantuture events; and (C) as a third priority, iRants that are “deferred compensation
within the meaning of Section 409A shall be redu@@deliminated) before Payments that are not defecompensation within the meaning
Section 409A. Unless the Company and the Execuotiverwise agree in writing, any determination reggiiunder this Section 8 shall be m
in writing by independent public accountants apfesinby the Company and reasonably acceptable té&tkeutive (the “Accountants”),
whose determination shall be conclusive and bindipgn the Executive and the Company for all purpo$de Company shall bear all c«
the Accountants may reasonably incur in connectigih such determination, and the Company and thecétwe shall furnish to tl
Accountants such information and documents as twodntants may reasonably request in order to raaetermination under this Section 8.

9. Exclusive Remedy The payments and benefits provided for in Sec3ioBection 4, Section 5 or Section 15 shall ctuts
the Executives sole and exclusive remedy for any alleged inpmpther damages arising out of the cessation ekthployment relationst
between the Executive and the Company. The paégeto agree that irreparable damage would occanyf of the provisions of tt
Agreement were not performed in accordance witbdtspecific terms or were otherwise breached.dt@®rdingly agreed that the parties ¢
be entitled to enforce specifically the terms amaljsions hereof, this being in addition to anyesthemedy to which they are entitled at lax

in equity.

10. Proprietary and Confidential Information . The Executive agrees to continue to abide bytéhms and conditions
any Company'’s confidentiality and/or proprietanyhtis agreement between the Executive and the Cgmpan

11. Arbitration . Any claim, dispute or controversy arising outlut Agreement, the interpretation, validity or @mcability
of this Agreement or the alleged breach thereoll flsasubmitted by the parties to binding arbitvatby the American Arbitration Associat
in San Jose, California or elsewhere by mutualegent. The selection of the arbitrator and thetratidn procedure shall be governed by
Commercial Arbitration Rules of the American Arhtibn Association. All costs and expenses of abin or litigation, including but n
limited to reasonable attorneys fees and othersa@stsonably incurred by the Executive, shall bd ps the Company. Judgment may
entered on the award of the arbitration in any thaving jurisdiction.

12. Interpretation . Executive and the Company agree that this Agreemkall be interpreted in accordance with
governed by the laws of the State of Californigheiit regard to such state’s conflict of laws rules

13. Conflict in Benefits. This Agreement shall supersede all prior arrareyes) whether written or oral, and understanc
regarding the subject matter of this Agreement. th® extent Executive is entitled to severance derotbenefits upon termination
employment under this Agreement and any other aggag including any change in control agreemengreqt into by the Company and
Executive, entered into prior to the Effective Datee benefits payable under this Agreement shalessede and replace any other :
agreement. However, this Agreement is not intertdesihd shall not affect, limit or terminate (i) aplans, programs, or arrangements o
Company that are regularly made available to aifsigmt number of employees of the Company, (i§ @ompanys equity incentive plans, (i
any agreement or arrangement with the Executiviehs been reduced to writing and which does Hated¢o the subject matter hereof, or
any agreements or arrangements hereafter entdcellyithe parties in writing, except as otherwigpressly provided herein.

14, Release of Claims Executive shall receive the severance benefith@Retirement Benefits pursuant to this Agree
only if Executive executes and returns to the Camgpavithin the applicable time period set forthria but in no event more than sixty (
days following the date of Executive’'s Separatienf Service, a release of claims (thRelease of
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Claims™) in favor of the Company in a form reasonably satigfry to the Company, and permits such Relea&#aiins to become effective
accordance with its terms on or prior to such stktiday (the ‘Release Agreement Deadlirig If the Release of Claims does not bec
effective by the Release Agreement Deadline, thecktive will forfeit any right to severance bergfitr Retirement Benefits pursuant to
Agreement. Regardless of whether the Release ah€laecomes effective prior to the Release Agre¢readline, any severance benefit
Retirement Benefits payable prior to the Releasee&igent Deadline shall be paid on the Release AgreeDeadline, with the remaindel
the payments to be made as originally scheduledeixto the minimum extent that payments must Baydd pursuant to Section 2C
because Executive is a “specified employeetuntil the effectiveness (or deemed effectivepe$she Release of Claims, all amounts wil
paid as soon as practicable in accordance withCbmpany’s normal payroll practices following Exdeats Separation from Servic
Notwithstanding the foregoing, the Release of C&ashall not be construed to waive any right to indiication or contribution otherwi:
available to Executive under law or rules of cogtergovernance with respect to claims by thirdipsifor actions or omissions in Executise’
role as an officer of the Company.

15. Successors and Assigns

(a) Successors of the CompanyThe Company will require any successor or as@igrether direct or indirect, |
purchase, merger, consolidation or otherwise) ltoratubstantially all of the business and/or essétthe Company, expressly, absolutely
unconditionally to assume and agree to performAlgieement in the same manner and to the sametektgrthe Company would be requi
to perform it if no such succession or assignmeuwt taken place. Failure of the Company to obtagh sigreement prior to the effectivenes
any such succession transaction shall be a brdatiiscAgreement and shall entitle the Executivéetaninate his or her employment with
Company within three (3) months thereafter ancet®ive the benefits provided under Section 3 af Agreement in the event of a Termina
Upon Change of Control; provided, however, thas(igh termination of employment must be a Separdtam Service and (ii) the Execut
must deliver a Release of Claims as provided irti@ed4. As used in this Agreement, “Comparsyiall mean the Company as defined al
and any successor or assign to its business aasets as aforesaid which executes and deliveimgtieement provided for in this Sectior
or which otherwise becomes bound by all the temuasp@ovisions of this Agreement by operation of.law

(b) Heirs of Executive. This Agreement shall inure to the benefit of #edenforceable by the Executiggierson:
and legal representatives, executors, adminisgasoiccessors, heirs, distributees, devisees gateks.

16. Notices. For purposes of this Agreement, notices andthrocommunications provided for in the Agreemédralisbe ir
writing and shall be deemed to have been duly givieen delivered or mailed by United States regéstenail, return receipt requested, pos
prepaid, as follows:

if to the Company:
Power Integrations, Inc.
5245 Hellyer Avenue
San Jose, California 95138
Attn: Chief Executive Officer or Chief Financial fixfer

and if to the Executive, at the address specifiethis Agreement. Notice may also be given at satbler address as either party may |
furnished to the other in writing in accordancedwéth, except that notices of change of addresk Isa&ffective only upon receipt.

17. No Representations Executive acknowledges that he/she is not relgnd has not relied on any promise, representati
statement made by or on behalf of the Company wikiciot set forth in this Agreement.

18. Validity . If any one or more of the provisions (or any phdreof) of this Agreement shall be held invalltggal oi
unenforceable in any respect, the validity, legadihd enforceability of the remaining provisions émy part thereof) shall not emy way b
affected or impaired thereby.

19. Consultation with Legal and Financial Advisors. Executive acknowledges that his Agreement cordignsificant lege
rights, and may also involve the waiver of rightsder other agreements; that the Company has ergmxirBxecutive to consult w
Executive’s personal legal and financial advisarg] that Executive has had adequate time to condhltExecutives advisers before signi
this Agreement.

20. Application of Section 409A and Other Limitatios. Executive is strongly encouraged to review theofwihg
provisions and consult with his or her tax and ficial advisor concerning the application of anyspeal tax consequences related to
payments provided for under this Agreement anddhewing provisions.
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(a) If any Stock Award (other than stock options) vegtpursuant to Section 2(a), Section 2(b), Se@&i@)(Vv)(2) o
Section 4(b)(ii):

0] does not constitute “deferred compensatianithin the meaning of Section 409A, the sharesing
pursuant to such events will be issued (1) in reispeSection 2(a), Section 2(b) and Section 4ijbytimediately prior to the consummatior
the Change of Control, and (2) in respect of Sac8ia)(v)(2) on the sixtieth (60) day following the Termination Upon Change of Gohas
further provided in Section 14 hereof.

(i) does constitute “deferred compensatiomithin the meaning of Section 409A, the shares ing
pursuant to such events will be issued (1) in retspé Section 2(a), Section 2(b) and Section 4ipjinmediately prior to the Change
Control, provided such payment can be made withduerse personal tax consequences to the Execatiedse the shares vesting pursua
Section 2(a), Section 2(b) and Section 4(b)(ii) Ww#& converted into the same consideration receyethe holders of the Compasytommo
stock pursuant to the Change of Control, and soolsideration will be issued in accordance withdhBvery schedule for such Stock Awart
effect immediately prior to the Change of Contmotlg2) in respect of Section 3(a)(v)(2) will beuied in accordance with the delivery sche
for such Stock Award in effect immediately priortte Termination Upon Change of Control.

(b) Extension of Stock Option Exercise PeriodNotwithstanding anything to the contrary in thisr&gment, in th
event any extended exercise period provided faohisi Agreement shall result in a portion of a stopkion becoming subject to the provisi
of Section 409A, the extended exercise period ehguortion of such stock option shall be automdlticshortened by the minimum ext
necessary to prevent such portion of such optiomfbecoming subject to Section 409A. In no evedlt aviy provisions in this Agreeme
providing for an extended exercise period resuthaextension of the exercise period of any stition beyond the maximum permitted t
of such stock option as provided under the applécaluity incentive plan and stock option awardeagrent in effect for such stock opti
assuming for the purposes of this Section 20(iHerination of Executive’s employment with the Canp.

(c) Other Benefits.Notwithstanding anything to the contrary hereirg tbllowing provisions apply to the extent ;
benefits (“Benefits”) provided herein other than those described in 8&e@0(b) are subject to Section 409A: (A) The Bésefre intended
qualify for an exemption from application of Sectid09A or comply with the requirements of Secti@9A to the extent necessary to a\
adverse personal tax consequences under Sectidn 408 any ambiguities herein shall be interpretecbrdingly. (B) Benefits contingent o
termination of employment shall not commence uBxécutive has a Separation from Service. (C) Eastailment of a Benefit is a sepal
“payment” for purposes of Treas. Reg. Section 1M4Q2%b)(2)(i). (D) Each Benefit is intended to satishe exemptions from application
Section 409A provided under Treasury Regulationsti®es 1.409A-1(b)(4), 1.409A-1(b)(5) and 1.40985)(9) to the maximum exte
available. However, if such exemptions are notlabé and Executive is, upon Executive’s Separafiom Service, a “specified employee”
for the purposes of Section 409A, then, solelyh® éxtent necessary to avoid adverse personaldiasequences under Section 409A,
timing of the Benefit payments otherwise payablermto such date shall be delayed until the eadfefx) six (6) months and one day a
Executive’s Separation from Service, or (y) Exeeis death, and any payments otherwise schedulednmade after such date shall be pai
originally scheduled. (E) To the extent that anynf®irsements payable to Executive pursuant to @e8fja)(iii) are subject to the provision:
Section 409A, the following provisions will apply iaddition to the provisions of any applicable exgee reimbursement policy: (a) to
eligible to obtain reimbursement for such expertsascutive must submit expense reports within 45ddter the expense is incurred, (b)
such reimbursements will be paid no later thareimdier of (x) thirty (30) days after the date Extiee submits receipts for the expenses ¢
December 31 of the year following the year in whith expense was incurred, (c) the amount of exgsemrsmbursed in one year will not afi
the amount eligible for reimbursement in any subseg year, and (d) the right to reimbursement unlisr Agreement will not be subject
liquidation or exchange for another benefit.

(d) Payment of Health Care BenefitsNotwithstanding anything to the contrary set fdnérein, if the Compat
determines, in its sole discretion, that it canmaivide the COBRA premium, Conversion Policy premjundividual Policy premium, or oth
medical and dental coverage premiums (togethet Health Care Benefits') contemplated under this Agreement without potegtiakurring
financial costs or penalties under applicable lawelgding, without limitation, Section 2716 of thRublic Health Service Act), the Comp:
shall in lieu thereof pay Executive a taxable castount, which payment shall be made regardlesshettver Executive or Executivetligible
family members elect health care continuation cager(the “Health Care Benefit Payment). Subject to any further delay in paym
required by Section 14 of this Agreement, the He@lire Benefit Payment shall be paid in monthlyaiiments on the same schedule that
amounts would otherwise have been paid to the émsiihe Health Care Benefit Payment shall be etpuéh) the amount that the Comp
would have otherwise paid to provide the HealtheCRenefits for the duration of the applicable samee period (which amount shall
calculated based on the premium for the first marftboverage), plus (b) an additional amount sinet &after payment of all taxes, Execu
retains an amount equal to the Company’s aggregsteof otherwise providing the Health Care Beseffor purposes of
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calculating the “additional amount’ clause (b) of the preceding sentence, Executinadl be deemed to have: paid federal income takés
highest marginal rate of federal income and emplayntaxation for the calendar year in which thelthe@are Benefit Payment is to be m:
and paid applicable state and local income taxéseshighest rate of taxation for the calendar yeavhich the Health Care Benefit Paymel
to be made, net of the maximum reduction in fedie@me taxes which could be obtained from deduatiosuch state and local taxes.

21. Definitions. As used in this Agreement, unless the contextireg a different meaning, the following terms shale thi
meanings set forth herein:

(a) “ 2007 Equity Incentive Plari means that certain 2007 Equity Incentive Plan,nasraled, as originally adop!
by the Board of Directors on September 10, 200d,aary successor plan thereto.

(b) “ Annual Performance Bonus’ means the Executive’ current annual performance incentive bonus ¢
applicable maximum achievable Performance Levekthdr consisting of cash or Stock Awards, as deterunby the Board of Directors
Compensation Committee on an annual basis.

(c) “ Cause’ means:

() A material act of theft, dishonesty, fraud, intentl falsification of any employment or Companyarei
or the commission of any criminal act which impdipsecutive’s ability to perform his/her duties untlds Agreement;

(ii) A material improper disclosure of the Companygonfidential, business or proprietary informatlay
Executive;

(iii) Any action by Executive intentionally causing opegted to cause material harm to the reputatiol
standing of the Company, or gross negligence offulimisconduct in the performance of Executwedssigned duties (but not m
unsatisfactory performance); or

(iv) The Executives conviction (including any plea of guilty or notmntendere) for a felony caus
material harm to the reputation and standing ofGbmpany, as determined by the Company in good.fait

(d) “ Change of Control’ means:

(@ Any “ person” (as such term is used in Sections 13(d) and 14(th)eoSecurities Exchange Act of 1¢
as amended (the “Exchange Act'9ther than a trustee or other fiduciary holdingusigies of the Company under an employee benedih ot
the Company becomes the “beneficial owner” (asneefiin Rule 13& promulgated under the Exchange Act), directlyingfirectly, o
securities of the Company representing 50% or rab(8) the outstanding shares of common stock ef@ompany or (B) the combined vot
power of the Company’s then-outstanding securities;

(i) The Company is party to a merger or consolidatibictvresults in the holders of voting securitiesha
Company outstanding immediately prior thereto figjlto continue to represent (either by remainintstamding or by being converted i
voting securities of the surviving entity) at le&8% of the combined voting power of the votingwsé®s of the Company or such surviv
entity outstanding immediately after such mergezansolidation;

(iii) There occurs a change in the Board of Directoth®fCompany within a twgear period, as a result
which fewer than a majority of the Directors areumbent Directors. For purposes of this Agreemamt;incumbent Directoris any directc
who is either:

(A) Adirector of the Company as of January 1, 2013; or
(B) A director who is elected or nominated for &tmtto the Board of Directors of the Company witik
affirmative votes of at least a majority of the dntbent Directors at the time of such election animation (but shall not include an individ

whose election or nomination is in connection vaithactual or threatened proxy contest relatinpeéoeiection of directors to the Company).

(iv) The sale or disposition of 50% or more of the Conyp@ assets (or consummation of any transa
having similar effect); or




(v) The dissolution or liquidation of the Company.
(e) “ Code” means the Internal Revenue Code of 1986, as agaend

) “ Company” shall mean Power Integrations, Inc., and followen@hange of Control, any successor or assi
its business and/or assets that agrees or othep@tgames bound by all the terms and provisionkisfAgreement by operation of law.

(9) “ Competition” shall mean rendering services for any organizatiorengaging in any business dire
competitive with the Company or materially contranyharmful to the interests of the Company, ingigd but not limited to (i) acceptil
employment with, or serving as a consultant, advisan any other capacity to, the division or atpertion of the business of any empilc
which competes directly with the Company; (ii) mahy acting against the interest of the Company(ii®) personally recruiting, directly
indirectly, any person who is then an employeéef@ompany.

(h) “ Executive Officer” means any employee of the Company designated autise officer by the Board
Directors or Compensation Committee.

() “ Good Reasori means the occurrence of any of the following dbads, without Executives written conser
which condition(s) remain(s) in effect 20 days afteitten notice to the Board of Directors from Exéve of such condition(s), if such notic
given within one year of the occurrence of suchdition(s):

0] A material decrease or planned decrease in Execsitannual salary, the cash value of Executive
Annual Performance Bonus or employee benefits\fioiig a Change of Control;

(i) A demotion, a material reduction in Executivgiosition, responsibilities or duties or a mateddvers
change in Executive’substantive functional responsibilities or dyt@®vided, however, that in the event of a Chanig€ontrol, Executiv
will be deemed demoted and his position, respadiitg#si or duties materially reduced or his substenfunctional responsibilities or dut
materially adversely changed if Executive is napansible for at least substantially the same fandhat Executive had in the Company
to the Change of Control.

(iii) The relocation of Executive'work place for the Company to a location moratfitly (50) miles fron
the current location of Executiveiwork place or a material adverse change in thé&ing conditions or established working hours whpahnsis
for a period of six continuous months; or

(iv) Any material breach of this Agreement by the Conypan

)] “ Highest Annual Salary” means Executive’ highest annual salary in any of the three yeaeseagling th
applicable date of determination, provided, howeteat if the Executive’s then effective annualasalwould be Executive’ highest annu
salary upon completion of the current year of smrvthen Highest Annual Salary shall mean Execistiveen effective annual salary.

() “ New Executivé’ means an Executive who has served as an exectitiie €ompany for fewer than five ye:
Executives service to the Company as an executive will bl to begin upon the date of commencement of@amant as an Executi
Officer or upon the date of promotion to an ExeeitDfficer position. A New Executive will be firgligible for the benefits under tl
Agreement upon the completion of one year of catirs service as an Executive Officer of the Companjess the Board of Directors
Compensation Committee determines otherwise.

)] “ Performance Level means the pay out amounts (whether in cash or $tackds) based upon the satisfac
of one or more performance criteria as determinethé Board of Directors or Compensation Committee.

(m) “ Performance Stock Award means any Stock Award subject to vesting upon ttidesement of ar
Performance Level regardless of the length of arfopmance period.

(n) “ Permanent Disability” means that:

0] The Executive has been incapacitated by bodilyrynpr disease so as to be prevented thereby
engaging in the performance of the Executive’sedjti

(i) Such total incapacity shall have continued for agokeof six consecutive months;
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(iii) Such incapacity will, in the opinion of a qualifigihysician, be permanent and continuous durin
remainder of the Executive’s life; and

(iv) Such incapacity results in Executive’s SeparatiomfService.
(0) “ Prorated Portion” means a fraction the numerator of which is the nremab days in an applicable performa

period prior to such Executive’termination of employment and the denominatowbfch is the total number of days in an applic
performance period.

(p) “ Release of Claim means the release of claims required by Sectibafthis Agreement.

(@) “ Retention Stock Award means any Stock Award subject to vesting uponctirapletion of timebased vestir
criteria.

) “ Section 409 means Section 409A of the Code and the regulaiodother guidance thereunder and any

law of similar effect.

(s) “ Senior Executivé’ means an Executive who has served continuously agecutive of the Company for at le
five years. Executive’ service to the Company as an executive will sl to begin upon the date of commencement ofeymant as &
Executive Officer or upon the date of promotionato Executive Officer position, unless the Boardakectors or Compensation Commit
determines otherwise.

® “ Separation from Servicé means a “separation from servicigt the purposes of Section 409A with respe
the Company.

(u) “ Stock Award” shall have the same meaning given to it in the 2BQuity Incentive Plan, as may be amer
from time to time.

(v) “ Termination of Employment means Executive’s Separation from Service thsilte from:
0] Any termination of employment of the Executive bg iCompany without Cause; or
(i) Any resignation by the Executive for Good Reason.

“Termination of Employmentshall not include any termination of the employmehthe Executive (a) by the Company for Cause;al)
result of Permanent Disability of the Executive) & a result of the death of the Executive; (dpasgsult of the voluntary termination
employment by the Executive for reasons other thaod Reason; or (e) a Termination Upon Change otrGb

(w) “ Termination Upon Change of Contrdl means Executive’s Separation from Service thsiilte from:

0] Any termination of the employment of the Executivg the Company without Cause on or wi
eighteen (18) months after (i) the occurrence @hange of Control; or (ii) the date that the perserving as of the Effective Date as C
Executive Officer of the Company ceases to sengiah office; or

(i) Any resignation by the Executive for Good Reasothiwieighteen (18) months after (i) the occurre
of a Change of Control or (ii) the date that thespa serving as of the Effective Date as Chief Ekige Officer of the Company ceases to s
in such office.

“Termination Upon Change of Contrathall not include any termination of the employmeithe Executive (a) by the Company for Cause

as a result of the Permanent Disability of the Eixige; (c) as a result of the death of the Exeaytior (d) as a result of the volunt
termination of employment by the Executive for masother than Good Reason.

* k k% %
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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: May 2, 2014 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: May 2, 2014 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,
2014 , 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: May 2, 2014 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,
2014 , 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: May 2, 2014 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.



