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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 193

For the quarterly period ended March 31, 2011
or
[0 Transition report pursuant to Section 13 or 15(d) 6the Securities Exchange Act of 193
For the transition period from to

Commission File Number 0-23441

POWER INTEGRATIONS, INC.

(Exact name of registrant as specified in its chaetr)

DELAWARE 94-3065014
(State or other jurisdiction of (I.LR.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 éf filed all reports required to be filed by Seeti® or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastié@s. YES NO O

Indicate by check mark whether the registrant sttiechielectronically and posted on its corporate \l&d if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (8 232.405 of thisptkg) 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, @-accelerated filer or a smaller reporting

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

Large accelerated file Accelerated filel O
Non-accelerated file O (Do not check if a smaller reporting compa Smaller reporting compar O

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

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

Outstanding at April 20,
Class 2011
Common Stock, $.001 par val 28,836,405 share
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Cautionary Note Regarding Forward-Looking Statemens

This Quarterly Report on Form 10-Q includes a nunabéorward-looking statements that involve maisks and uncertainties. Forward-
looking statements are identified by the use ofwbeds “would”, “could”, “will”, “may”, “expect”, “believe”, “should”, “anticipate”,
“outlook”, “if”, “future”, “intend”, “plan”, “estimate”, “predict”, “potential”, “targets”, “seek” dicontinue” and similar words and phrases,
including the negatives of these terms, or otheiatians of these terms, that denote future evdriese statements reflect our current views
with respect to future events and our potentiariitial performance and are subject to risks andrtaiaties that could cause our actual results
and financial position to differ materially and &dsely from what is projected or implied in anyward-looking statements included in this
Form 10-Q. These factors include, but are not édhib, the risks described under Iltem 1A of PartIfRisk Factors,” Item 2 of Part | —
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations” and elsewhetbis Quarterly Report on Form 10-
Q, including: our ability to maintain and establ&hategic relationships; the risks inherent indbgelopment and delivery of complex
technologies; our ability to attract, retain andtivete qualified personnel; the emergence of newkata for our products and services; our
ability to compete in those markets based on timesk, cost and market demand; and our abilitydoyse on reasonable terms an adequate
timely supply of our products from third party méaxcturers. We make these forward-looking statemieased upon information available on
the date of this Form 10-Q, and we have no oblbigatand expressly disclaim any such obligatiorjgdate or alter any forward-looking
statements, whether as a result of new informatiostherwise except as otherwise required by seesiriegulations.
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PART 1. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

POWER INTEGRATIONS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(unaudited)
(In thousands)

March 31, December 31
2011 2010
ASSETS
CURRENT ASSETS
Cash and cash equivale $137,69: $ 155,66°
Shor-term investment 32,07( 27,35¢
Accounts receivable, net of allowance of $297 a2ids$in 2011 and 201 13,31« 5,71z
Inventories 63,00: 62,07
Deferred tax asse 1,43¢ 1,43¢
Prepaid expenses and other current a: 8,21 9,26:
Total current asse 255,73: 261,51(
LONG-TERM INVESTMENTS 36,81 31,76(
PROPERTY AND EQUIPMENT, ne 84,58¢ 84,47(
INTANGIBLE ASSETS, ne 9,552 9,79¢
GOODWILL 14,82¢ 14,82¢
DEFERRED TAX ASSET 13,02: 13,42
OTHER ASSETS 22,43¢ 17,28¢
Total asset $436,97: $ 433,07(
LIABILITIES AND STOCKHOLDERS EQUITY
CURRENT LIABILITIES:
Accounts payabl $ 13,93: $ 20,29
Accrued payroll and related expen: 5,45k 7,39¢
Deferred income on sales to distribut 10,95 12,22
Other accrued liabilitie 2,91¢ 9,54¢
Total current liabilities 33,25¢ 49,45t
LONG-TERM INCOME TAXES PAYABLE 30,67¢ 29,58(
Total liabilities 63,93 79,03t
COMMITMENTS AND CONTINGENCIES (Note 9, 11 and 1
STOCKHOLDERY? EQUITY:
Common stocl 29 28
Additional paic-in capital 185,83: 175,29!
Accumulated other comprehensive inco 13t 85
Retained earning 187,04: 178,62
Total stockholder equity 373,04: 354,03!
Total liabilities and stockholde’ equity $436,97: $ 433,07(

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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POWER INTEGRATIONS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share amounts)

NET REVENUES
COST OF REVENUE!

GROSS PROFI
OPERATING EXPENSES

Research and developmt

Sales and marketir

General and administrati\

Total operating expens:

INCOME FROM OPERATIONS
OTHER INCOME, NET
INCOME BEFORE PROVISION FOR INCOME TAXE
PROVISION FOR INCOME TAXE¢

NET INCOME

EARNINGS PER SHARE
Basic

Diluted

SHARES USED IN PER SHARE CALCULATION
Basic

Diluted

(unaudited)

Three Months Ended
March 31,

2011

2010

$76,76:  $71,507
40,33¢ 35,58¢
36,42: 35,92:
10,02¢ 8,111
8,24¢ 6,92(
6,47¢ 6,01
24,74¢ 21,04/
11,67: 14,87¢

44z 494
12,11¢ 15,37:
2,26 3,05¢
$ 9,854  $12,31¢
$ 03¢ $ 04
$ 032 $ 04-
28,62¢ 27,47(
30,18 29,35¢

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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POWER INTEGRATIONS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)
(In thousands)

Three Months Ended

March 31,
2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 9,85« $ 12,31
Adjustments to reconcile net income to net caskigea by operating activitie!
Depreciatior 3,68z 2,761
Amortization of intangible: 243 172
Stock-based compensation expel 2,50¢ 2,02
Amortization of premium on held to maturity invesnts 43¢ 35C
Loss on sale of property and equipm — 13
Deferred income taxe 39¢ 1,49¢
Increase in allowance accounts receivable and ott 22 —
Excess tax benefit from stock options exerci (399) (1,17¢)
Tax benefit associated with employee stock p 783 2,53t
Change in operating assets and liabilit
Accounts receivabl (7,627) (5,830
Inventories (964) (5,185
Prepaid expenses and other current a: 1,43t (672)
Accounts payabl (2,909) 6,29¢
Income taxes payable and accrued liabili (525) (1,200
Deferred income on sales to distribut (1,269 2,87
Net cash provided by operating activit 5,67t 16,77¢
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipm (7,24%) (3,360
Acquisition of a busines (6,907) —
Advance for acquisition of a busine — (1,750
Increase in financing lease receivat (5,647) —
Collections of financing lease receiva 10z —
Purchases of he-to-maturity investment (112,509 (27,224
Proceeds from maturities of h-to-maturity investment 1,30( 2,85(
Net cash used in investing activiti (29,89) (29,48
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of common stock under employee stock | 7,28¢ 10,03t
Repurchase of common st — (6,03¢)
Retirement of shares for income tax withhold — (769)
Excess tax benefit from stock options exerci 39¢ 1,17¢
Payments of dividends to stockhold (1,437 (1,379
Net cash provided by financing activiti 6,24¢ 3,02¢
NET DECREASE IN CASH AND CASH EQUIVALENT! 17,979 (9,679
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOI 155,66’ 134,97-
CASH AND CASH EQUIVALENTS AT END OF PERIOI $137,69:  $125,29!
SUPPLEMENTAL DISCLOSURE OF NO-CASH INVESTING AND FINANCING ACTIVITIES:
Unpaid property and equipment, 1 $ 1917 $ 2,91¢
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATIO!
Cash paid for income taxes, net of refu $ 11 % 16

The accompanying notes are an integral part oktoeadensed consolidated financial statements.
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POWER INTEGRATIONS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

1. BASIS OF PRESENTATION:

The condensed consolidated financial statemenksdadhe accounts of Power Integrations, Inc., mDare corporation (the
“Company”), and its wholly owned subsidiaries. Sigant intercompany accounts and transactions &en eliminated.

While the financial information furnished is unatedi, the condensed consolidated financial statesrieauded in this report reflect all
adjustments (consisting only of normal recurringuatinents) that the Company considers necessatiiddair presentation of the results of
operations for the interim periods covered anditiencial condition of the Company at the datehaf interim balance sheet in accordance with
accounting principles generally accepted in thetdthStates of America (“U.S. GAAP”). The results ifterim periods are not necessarily
indicative of the results for the entire year. Th@densed consolidated financial statements shmitéad in conjunction with the Power
Integrations, Inc. consolidated financial stateraemtd the notes thereto for the year ended DeceBih@010 included in its Form 10-K filed
on February 25, 2011 with the Securities and Exghaommission.

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Cash and Cash Equivalents

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

Short-Term and Long-Term Investments

Investments in highly liquid financial instrumemt#h maturities greater than three months but angér than twelve months from the
balance sheet date are classified as short-terestments. Investments in financial instruments witturities greater than twelve months from
the balance sheet date are classified as longitemstments. As of March 31, 2011 and DecembeRB10, the Company'’s short-term and
long-term investments consisted of U.S. governrhanked securities, municipal bonds, corporate cormialgpaper and other high-quality
commercial securities, which were classified aglttetmaturity and were valued using the amortizesteethod, which approximates fair
market value.
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POWER INTEGRATIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
(unaudited)

Amortized cost and estimated fair market valuehafrsterm and long-term investments classified eld+o-maturity at March 31,
2011, are as follows (in thousands):

Gross Unrealize
Estimated Fa

Amortizec
Cost Gains Losse Market Value

Investments due in less than 3 month:

Corporate securitie $ 5,35¢ $ 4 $— $ 5,36(

Total $ 5,35¢€ $ 4 $— $ 5,36(
Investments due in ~12 months:

Corporate securitie $20,65( $144 $— $ 20,79«

U.S. government securitit 5,061 18 — 5,07¢

U.S. municipal securitie 1,00¢ 1 — 1,004

Total $26,71¢ $16° $— $ 26,87
Investments due in more than 12 months

Corporate securitie $36,81¢ $577 $ (V) $ 37,38t

Total $36,81¢ $577 $ (1) $ 37,38t
Total investment securitie $68,88¢ $744 $ (V) $ 69,62

Amortized cost and estimated fair market valuerigestments classified as held-to-maturity at Deoen81, 2010 are as follows (in
thousands):

Gross Unrealize

Estimated
Amortizec Fair Marke
Cost Gains Losse Value
Investments due in less than 3 month:
Commercial pape $ 7,13t $— $— $ 7,13t
Corporate securitie 1,50¢ — (1) 1,507
Total $ 8,64 $— $ @@ $ 8,64:
Investments due in ~12 months:
Corporate securitie $21,25¢ $ 84 $— $21,33¢
U.S. government securitit 5,09t 20 — 5,11¢
U.S. municipal securitie 1,00t 3 — 1,00¢
Total $27,35¢ $107 $— $ 27,46
Investments due in more than 12 months
Corporate securitie $31,76( $64€ $— $ 32,40¢
Total $31,76( $64€ $— $ 32,40¢
Total investment securitie $67,75¢ $75E $ (1) $68,51

Revenue Recognitic

Product revenues consist of sales to original egeig manufacturers (“OEMs”), merchant power suppanufacturers and distributors.
Shipping terms to international OEM customers ardamant power supply manufacturers from the Comigdagility in California are
“delivered at frontier” (‘DAF"). As such, title tthe product passes to the customer when the shipeaehes the destination country and
revenue is recognized upon the
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POWER INTEGRATIONS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
(unaudited)

arrival of the product in that country. Shippingtes to international OEMs and merchant power supmyufacturers on shipments from the
Company'’s facility outside of the United States ‘@& Works” (EXW), meaning that title to the producansfers to the customer upon
shipment from the Company’s foreign warehouse. @kifts to OEMs and merchant power supply manufastimehe Americas are “free on
board” (“FOB”) point of origin meaning that titls passed to the customer upon shipment. Revemeedgnized upon title transfer for sales to
OEMs and merchant power supply manufacturers, asguati other criteria for revenue recognition amet as described below.

The Company applies the provisions of Accountirgn8ard Codification (“ASC”) 605-10 (“ASC 605-10"ha all related appropriate
guidance. Revenue is recognized when all of tHevdhg criteria have been met: (1) persuasive ewideof an arrangement exists, (2) delivery
has occurred, (3) the price is fixed or determiaabhd (4) collectability is reasonably assuredst@uer purchase orders are generally used to
determine the existence of an arrangement. Deligecpnsidered to have occurred when title andafdlkss have transferred to the customer.
The Company considers the price to be fixed basdti®@ payment terms associated with the transaatidnvhether the sales price is subje:
refund or adjustment. With respect to trade reds#es the Company performs ongoing evaluationssafustomers’ financial conditions and
requires letters of credit whenever deemed necgssar

The Company makes sales to distributors and negaihers and recognizes revenue based on a saligthimethod. Sales to distributors
are made under terms allowing certain rights afrrebn the Company’s products held by the distdtaitAs a result of these rights, the
Company defers the recognition of revenue and tkes®f revenues derived from sales to distributot8 such distributors resell the
Company'’s products to their customers. The Compltgrmines the amounts to defer based on the ¢éesttual inventory on hand at the
distributors as well as inventory in transit to thstributors. The gross profit that is deferrecassult of this policy is reflected as “deferred
income on sales to distributors” in the accompaggiondensed consolidated balance sheets. Thad&ftated revenue as of March 31, 2011
and December 31, 2010 was approximately $23.1anikind $24.7 million, respectively. The total deddrcost as of March 31, 2011 and
December 31, 2010 was approximately $12.2 milliod $12.5 million, respectively. In addition, ther@pany determined the impact of the
returns and pricing uncertainties related to tHermed revenue to be negligible over the reporteribpls.

Common Stock, Stock Repurchases and Common Stadk i

In May 2009, the Company’s board of directors atiteal the use of $25 million to repurchase the Camyfs common stock. From May
2009 to December 31, 2009 the Company purchaseifién shares for approximately $11.0 million,daim the first two quarters of 2010 the
Company purchased 0.4 million shares for approxetgail4.0 million, concluding this repurchase peogr

In February 2011, the board of directors authortheduse of an additional $50 million for the reghase of the Company’s common
stock. Repurchases will be executed accordingrtaiogpre-defined price/volume guidelines set by loard of directors; the guidelines do not
provide for repurchases at current stock priceltevighere is no expiration date for this stock repase program.

In January 2010, the Company’s board of directerdated four quarterly cash dividends in the amofi$i0.05 per share to be paid to
stockholders of record at the end of each quant2010. The quarterly dividend payments were madilarch 31, 2010, June 30, 2010,
September 30, 2010 and December 31, 2010, to situekis of record as of February 26, 2010, May 24,02 August 31, 2010 and November
30, 2010, respectively, each in the aggregate ahuwfuapproximately $1.4 million.

In October 2010, the Company’s board of direct@dated four quarterly cash dividends in the amao@i$t0.05 per share to be paid to
stockholders of record at the end of each quant20l1. The first quarterly dividend payment of i@mately $1.4 million was made on
March 31, 2011, to stockholders of record as ofraty 28, 2011. The Company expects that eacheofdimaining quarterly dividends will
result in a similar use of cash. The declaratioarof future cash dividend is at the discretiorhefboard of directors and will depend on the
Company’s financial condition, results of operatipcapital requirements, business conditions anerdactors, as well as a determination that
cash dividends are in the best interest of the Gmy'g stockholders.

9
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POWER INTEGRATIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
(unaudited)
Stock-Based Compensation

The Company applies the provisions of ASC 718-1& Tompany uses the straidime method to amortize all stock awards granteer
the requisite service period of the award.

Determining Fair Value of Stock Optio
The Company uses the Black-Scholes valuation nfodetaluing stock option grants using the followiagsumptions and estimates:

Expected Volatility The Company calculates expected volatility asva@rage of implied volatility and historical voldti.

Expected TermThe Company developed a model which uses histiogieercise, cancellation and outstanding optida tacalculate the
expected term of stock option grants.

Risk-Free Interest RateThe Company bases the risk-free interest rate imsthe Black-Scholes valuation model on the ieglyield
available on a U.S. Treasury note with a term agprately equal to the expected term of the undedygrants.

Dividend Yield. The dividend yield was calculated by dividing #reual dividend by the average closing price ofGbenpany’s
common stock on a quarterly basis.

Estimated ForfeituresThe Company uses historical data to estimate psangeoption forfeitures, and records share-basadpensation
expense only for those awards that are expecteelsto

Use of Estimates

The preparation of financial statements in conftymiith U.S. GAAP requires management to make egtisiand assumptions that af
the reported amounts of assets and liabilitiesdistiosures of contingent assets and liabilitiethatdate of the financial statements and the
reported amounts of revenues and expenses dugmgplorting period. Actual results could differrfrahose estimates. On an ongoing basis,
the Company evaluates its estimates, includingethelsated to revenue recognition and inventoribes€ estimates are based on historical
and various other assumptions that the Compang\uedito be reasonable at the time the estimatenade.

Comprehensive Income

Comprehensive income consists of net income, pleetfect of foreign currency translation adjustisehe components of
comprehensive income are as follows (in thousands):

Three Months Ended

March 31,
2011 2010
Net income $9,85¢ $12,31¢
Other comprehensive inconr
Translation adjustmen 50 (50)
Total comprehensive incon $9,90¢ $12,26¢

10
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POWER INTEGRATIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(unaudited)
Accounts Receivable (in thousanc
December 31
March 31,
2011 2010
Accounts receivable trac $ 38,29¢ $ 30,65¢
Accrued ship and debit and rebate cla (24,68%) (24,839
Allowance for doubtful accoun (297) (275)
Other 1 171
Total $ 13,31« $ 5,71
Prepaid Expenses and Other Current Assets (in thuds):
March 31, December 31
2011 2010
Prepaid legal fee $ 3,00( $ 4,00C
Prepaid inventory (Note 1t 34¢ 917
Prepaid income ta 1,24¢ 1,113
Prepaid maintenance agreeme 554 554
Interest receivabl 69¢€ 737
Other 2,37 1,93¢
Total $ 8,217 $ 9,267
Other Assets (in thousands)
March 31, December 31
2011 2010
Prepaid royalty (Note 1° $10,00( $ 10,00(
Investment in third party (Note 1 7,00C 7,00C
Financing lease receivables and deposits (Not: 5,11¢ —
Other 32C 28¢
Total $22,43¢ $ 17,28¢
Other Accrued Liabilities (in thousands):
March 31, December 31
2011 2010
Accrued payment for acquisition (Note 1 $ 53 $ 6,95
Accrued professional fet 1,41¢ 1,01z
Accrued expense for engineering wal 511 502
Advances from custome 53t 713
Other 401 365
Total $ 2,91¢ $ 9,54¢

11
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POWER INTEGRATIONS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
(unaudited)

Segment Reporting

The Company is organized and operates as one abpogegment, the design, development, manufaahdenarketing of proprietary,
high-voltage, analog integrated circuits for usengrily in the AC-DC power conversion markets. T®empany’s chief operating decision
maker, the Chief Executive Officer, reviews finaidhformation presented on a consolidated basipdioposes of making operating decisions
and assessing financial performance.

3.  STOCK PLANS AND STOCK-BASED COMPENSATION:
Stock Plans
As of March 31, 2011, the Company had five stockeldbemployee compensation plans, the “Plans”, wénieldescribed below.

2007 Equity Incentive Plan

The 2007 Equity Incentive Plan (the “2007 Plan”svealopted by the board of directors on Septemhe2d@7 and approved by the
stockholders on November 7, 2007 as an amendmdrmneatatement of the 1997 Stock Option Plan (tl8971Plan”). The 2007 Plan provides
for the grant of incentive stock options, nonstatyistock options, restricted stock awards, retictock unit awards (“RSUs”), stock
appreciation rights, performance stock awards aherstock awards to employees, directors and d¢amés. As of March 31, 2011, the
maximum remaining number of shares that may beetssimder the 2007 Plan was 7,238,954 shares, whitists of the shares remaining
available for issuance under the 1997 Plan, inolgidhares subject to outstanding options and steekds under the 1997 Plan. Pursuant t
2007 Plan, the exercise price for incentive stqafioms and nonstatutory stock options is geneggllgast 100% of the fair market value of the
underlying shares on the date of grant. Optionggely vest over 48 months measured from the diageamt. Options generally expire no later
than ten years after the date of grant, subjeeatter termination upon an optionee’s cessatioangployment or service.

Beginning January 27, 2009, grants pursuant t®ihectors Equity Compensation Program (that wagsstbby the board of directors
January 27, 2009) to nonemployee directors have bele primarily under the 2007 Plan. The DirecExaity Compensation Program
provides in certain circumstances (depending orstaieis of the particular director’s holdings ofn@aany stock options) for the automatic
grant of nonstatutory stock options to nonemplajieectors of the Company on the first trading dayuy in each year over their period of
service on the board of directors. Further, eatliréunonemployee director of the Company would faatgd under the 2007 Plan: (a) on the
first trading day of the month following commencerhef service, an option to purchase the numbshafes of common stock equal to: the
fraction of a year between the date of the diréstppointment to the board of directors and tha daly 1, multiplied by 8,000, which option
shall vest on the next JulystL ; and (b) on the frading day of July following commencement of\see, an option to purchase 24,000 shares
vesting monthly over the three year period comnranon the grant date. The Directors Equity Compamsd&rogram will remain in effect at
the discretion of the board of directors or the pensation committee.

On July 28, 2009, the 2007 Plan was amended gén&rgirohibit outstanding options or stock appatioin rights from being cancelled
in exchange for cash without stockholder approval.

1997 Stock Option Plan

In June 1997, the board of directors adopted t®& Biock Option Plan (the “1997 Plan”), whereby ltbard of directors could grant
incentive stock options and nonstatutory stockarito purchase the Company’s common stock to kel@/ees, directors and consultants.
The exercise price of incentive stock options cawdtibe less than 100% of the fair market valuthefCompany’s common stock on the date
of grant. The exercise price of nonstatutory stopgtions may not be less than 85% of the fair markéte of the Company’s common stock on
the date of grant.

12
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POWER INTEGRATIONS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
(unaudited)

Effective November 2007, the board of directoredatned that no further options would be grantedenrthe 1997 Plan, and shares remaining
available for issuance under the 1997 Plan, inolyidhares subject to outstanding options undet38& Plan were transferred to the 2007
Equity Incentive Plan. All outstanding options wabgbntinue to be governed and remain outstandirgdordance with their existing terms.

1997 Outside Directors Stock Option Plan

In September 1997, the board of directors adopted 897 Outside Directors Stock Option Plan (the€@ors Plan”). A total of 800,000
shares of common stock have been reserved fomissumder the Directors Plan. The exercise priceipgre of all options granted under the
Directors Plan is equal to the fair market valua share of common stock on the date of grant.o@gtjranted under the Directors Plan have a
maximum term of ten years after the date of grsuibject to earlier termination upon an optionee'ssation of service. The Directors Plan
provides that each future nonemployee directohef@ompany will be granted an option to purchas@®Dshares on which such individual
first becomes a nonemployee director of the Comgtrey“Initial Grant”). Thereafter, each nonempleysirector who has served on the board
of directors continuously for 12 months will be gied an additional option to purchase 10,000 shafresmmon stock (an “Annual Grant”).
Approximately 1/3¢ of Initial Grants became exerbiszone year after the date of grant and %36 efritial Grant will become exercisable
monthly thereafter. Each Annual Grant will becorrereisable in twelve equal monthly installmentsibagg in the 25th month after the date
of grant, subject to the optionee’s continuousiservn the event of certain changes in contrahef Company, all options outstanding under
the Directors Plan will become immediately vestaed aexercisable in full. The board of directors srgfed grants under the Directors Plan,
nonemployee directors have received, and will kexgnitial and annual grants primarily under themv@r Integrations 2007 Equity Incentive
Plan (described above) pursuant to the “Directaysity Compensation Program” (see description ahdoMeg suspension of grants under the
Directors Plan is indefinite, and will last untile board of directors or compensation committeerdehes that grants under the Directors Plan
will no longer be suspended.

On July 28, 2009, the Directors Plan was amendedrgdly to prohibit outstanding options from beamgended 1) to reduce the exercise
price of such outstanding options or 2) cancelegkithanged for cash, other awards or options withwvar exercise price without stockholder
approval.

1998 Nonstatutory Stock Option Plan

In July 1998, the board of directors adopted th@81donstatutory Stock Option Plan (the “1998 Planfereby the board of directors
may grant nonstatutory stock options to employeescansultants, but only to the extent that sudfoop do not require approval of the
Company’s stockholders. The 1998 Plan has not bpproved by the Compars/stockholders. The exercise price of nonstatwgtogk option:
may not be less than 85% of the fair market vafub® Company’s common stock on the date of grasitof March 31, 2011, the maximum
number of shares that may be issued under the RRB®8was 1,000,000, and as of that date no shegesvailable for future issuance. In
general, options vest over 48 months. Options gdigdrave a maximum term of ten years after the déigrant, subject to earlier termination
upon an optionee’s cessation of employment or servi

On July 28, 2009, the 1998 Plan was amended gén&rgirohibit outstanding options from being amedd.) to reduce the exercise
price of such outstanding options or 2) cancelegkithanged for cash, other awards or options withwar exercise price without stockholder
approval.

1997 Employee Stock Purchase Plan

Under the 1997 Employee Stock Purchase Plan (thechiase Plan”), eligible employees may apply acdatad payroll deductions,
which may not exceed 15% of an employee’s compemsdb the purchase of shares of the Compaogmmon stock at periodic intervals.
purchase price of stock under the Purchase Plequial to 85% of the lower of (i) the fair marketusof the Company’s common stock on the
first day of each offering period,
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or (ii) the fair market value of the Company’s coomstock on the purchase date (as defined in thehBse Plan). Each offering period
consists of one purchase period of approximatelyrginths duration. An aggregate of 3,000,000 shafreemmon stock is reserved for
issuance to employees under the Purchase Plarf.Maroh 31, 2011, 2,287,552 shares had been purdharsd 712,448 shares were reserved
for future issuance under the Purchase Plan.

Stock-Based Compensation

The Company applies the provisions of ASC 718-1idés the provisions of ASC 718-10, the Company gaces the fair value of
stock-based compensation in financial statemergs twe requisite service period of the individuargs, which generally equals a four-year
vesting period. The Company uses estimates ofilitylaexpected term, risk-free interest rate, demd yield and forfeitures in determining the
fair value of these awards and the amount of cosgtt@n to recognize. See Note 2, “Summary of Siggitt Accounting Policies,” for a
description of the Company’s assumptions usedércticulation of its share-based compensation egePhanges in these estimates could
result in changes to the Company’s compensatiorgela

The following table summarizes the stock-based @mation expense recognized in accordance with AB10 for the three months
ended March 31, 2011 and March 31, 2010 (in thadsan

Three Months Ended

March 31,
2011 2010
Cost of revenue $ 23¢ $ 157
Research and developmt 811 727
Sales and marketir 667 41C
General and administrati\ 787 73¢
Total $ 2,50/ $2,027

As of March 31, 2011 there were approximately $6ilion, net of expected forfeitures, of total ucognized compensation costs related
to stock options. The unrecognized compensatiots @dMarch 31, 2011 are expected to be recogmizeda weighted-average period of 2.05
years.

As of March 31, 2011, the Company had $2.4 milkdhotal unrecognized compensation expense, nestihated forfeitures, related to
performance-based share grants. The unamortizegarmsation expense will be recognized on a strdighatbasis, and is expected to be
recognized over the remainder of 2011.

As of March 31, 2011, the Company had $6.4 milkdhotal unrecognized compensation expense, nestihated forfeitures, related to
restricted stock units. The unamortized compensatigense will be recognized on a strailjji-basis, and is expected to be recognized o
weighted-average period of 3.14 years.

As of March 31, 2011, the total unrecognized conspéinon cost under the Purchase Plan to purchageaimpany’s common stock was
approximately $0.4 million. The Company will amasgithis cost on a straight-line basis over appraséty 0.5 years.

In the first quarter of 2011 a total of approxiniats2.5 million was recorded as stock-based comggms expense, which was comprised
of approximately $1.2 million related to stock apts, $0.3 million related to performance sharess $tllion related to restricted stock units
and $0.3 million related to the Purchase Plan gmlaximately $37,000 in compensation expense apgattirom beginning inventory. In the
first quarter of 2010 a total of approximately $thdlion was recorded as stock-based compensasiparse, which was comprised of
approximately $1.4 million related to stock optip#i6.3 million related to performance shares, $3Q @lated to restricted stock units, $0.3
million related to the Purchase Plan and approxeiyai7,000 in compensation expense amortized fregiriming inventory.
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The Company did not grant stock options in the fitsarter of 2011 or 2010, and therefore no faine@assumptions were reported for

those periods. The Company granted restricted stoitk to new-hire employees in the first quart#r2011 and 2010; see tRestricted Stock
Units section below for details.

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,
2011 2010
Risk-free interest rate 0.17% 0.17%
Expected volatility rate 37% 36%
Expected dividend yiel 0.51% 0.55%
Expected term of purchase right (in yet 0.5 0.5
Weightec-average estimated fair value of purchase ri $9.4C $ 7.9¢

A summary of stock option activity under the Plams;luding performance-based shares and restritte#t units, as of March 31, 2011,
and changes during the three months then endptgsented below:

Weighted-
Average
Weighted- Remaining
Contractual Aggregate
Shares Average Intrinsic Value
(in Exercise Term
thousands Price (in years) (in thousands)
Outstanding at January 1, 20 4,43: $ 22.6¢
Granted — —
Exercisec (277) 18.8:
Forfeited or expires (49 25.2¢
Outstanding at March 31, 20 4,112 $ 22.9] 4.7: $ 63,38t
Exercisable at March 31, 20. 3,39¢ $ 22.5¢ 3.9¢ $ 53,65:
Vested and expected to vest at March 31, z 4,07t $ 22.8i 4.6¢ $ 62,99

The Company did not grant stock options in theghm®nths ended March 31, 2011 and 2010; since @@LCGompany’s equity grants to
new hires and its annual incentive grants to naecetive employees have been primarily in the foflR8Us. The total intrinsic value of
options exercised during the three months endediat, 2011 and 2010 was $6.2 million and $8.3ionijIrespectively.

Performance-based Awards

Under the performance-based awards program, thep@wyrawards units in the first half of the perfono@year in an amount equal to
twice the target number of shares to be issudtkitarget performance metrics are met. The numfbsrares that are released at the end of the
performance year can range from zero to 200% ofaigeted number depending on the Company’s pedoce The performance metrics of
this program are annual targets consisting of eetmue and non-GAAP operating earnings. Each pedioce-based award granted from the
2007 Plan will reduce the number of shares avail&dnl issuance under the 2007 Plan by 2.0 shares.

During the quarter ended March 31, 2011, the Comjsued approximately 93,300 performance-baseddsia employees and
executives. As the net revenue and non-GAAP operaarnings are considered performance conditexpgenses associated with these
awards, net of estimated forfeitures, will be relsat throughout the year
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depending on the number of shares expected torhedthased on progress toward the performancetsaee cost of performance-based
awards was determined using the fair value of thm@anys common stock on the date of the grant, reducdatidyiscounted present value
dividends expected to be declared before the aweasts

In January 2011, it was determined that the Compayreached the maximum level of the establisleefibpmance targets for the
performance-based awards granted in 2010. Accdsditige 85,150 performance-based awards, which fulsevested, were released to the
Company’s employees and executives in the firsttquaf 2011.

A summary of performance-based awards outstandiraf March 31, 2011, and activity during the thneenths then ended, is presented
below:

Weighted-
Weighted-
Average Average
Grant Remaining
Date Fair Contractual Aggregate
Shares Value Per Intrinsic Value
(in Term
thousands Share (in years) (in thousands)
Outstanding at January 1, 2C 85 $ 34.97
Granted 93 36.9(
Vested (85) 34.97
Forfeited or expires (6) 36.61
Outstanding at March 31, 20 87 $ 36.9¢ 0.7t $ 3,331
Vested and expected to vest at March 31, - 82 0.7¢ $ 3,14¢

The weighted average grant-date fair value peresbiperformance-based awards granted in the geaateled March 31, 2011 and 2010
was approximately $36.90 and $32.07, respectividlg. grant date fair value of awards released, wiviete fully vested, in the quarters ended
March 31, 2011 and 2010 was approximately $3.0aniland $2.2 million, respectively.

Restricted Stock Units (RSUSs)

The Company grants restricted stock units to emgaeyunder the 2007 Plan. The RSUs typically véablaover a certain period of
time, subject to the employee’s continued senacté Company over that period. RSUs granted td@raps typically vest over a four-year
period, and are converted into shares of the Cogipa@ommon stock upon vesting on a one-for-oneshdsie cost of the RSUs is determined
using the fair value of the Company’s common stmckhe date of the grant, reduced by the discoymtesknt value of dividends expected to
be declared before the awards vest. Compensati@cagnized on a straight-line basis over the satgugervice period of each grant adjusted
for estimated forfeitures. Each RSU award granteohfthe 2007 plan will reduce the number of shakeslable for issuance under the 2007
Plan by 2 shares.

A summary of RSUs outstanding as of March 31, 2@hd, changes during the three months then endedsviadiows:

Weighted-
Weighted-
Average Average
Grant Remaining
Date Fair Contractual Aggregate
Shares Value Per Intrinsic Value
(in Term
thousands Share (in years) (in thousands)
Outstanding at January 1, 20 26C $ 36.3(
Granted 9 38.6¢
Vested 3 37.0¢
Forfeited or expires (8) 37.2¢
Outstanding at March 31, 20. 25¢ $ 36.3¢ 1.6¢ $ 9,89(
Vested and expected to vest at March 31, ¢ 22€ 1.6¢ $ 8,75¢
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The weighted-average grant-date fair value of R&Marded in the three months ended March 31, 20d2@h0 was approximately
$38.66 and $36.41, respectively. The grant datevédue of awards vested in the quarter ended Mat¢t2011 was approximately $0.1 milli
there were no RSUs vested in the three months evdech 31, 2010.

4. FAIR VALUE MEASUREMENTS

ASC 820-10fair Value Measurementlarifies that fair value is an exit price, repgating the amount that would be received to sell a
asset or paid to transfer a liability in an orddrgnsaction between market participants. As siaéhyalue is a market-based measurement that
should be determined based on assumptions thaeingakticipants would use in pricing an assetaility. As a basis for considering such
assumptions, ASC 820-10 establishes a three-tiaederarchy, which prioritizes the inputs usedrnieasuring fair value as follows: (Level 1)
observable inputs such as quoted prices for ida@lrdigsets in active markets; (Level 2) inputs othan the quoted prices in active markets that
are observable either directly or indirectly; ahdvel 3) unobservable inputs in which there isditir no market data, which requires the
Company to develop its own assumptions. This hirarequires the Company to use observable magtat dhen available, and to minimize
the use of unobservable inputs when determiningvidue.

The Company’s cash and investment instrumentslassified within Level 1 or Level 2 of the fair v hierarchy because they are
valued using quoted market prices, broker or deletations, or alternative pricing sources withs@nable levels of price transparency. The
type of instrument valued based on quoted marke¢pin active markets primarily includes money keasecurities. This type of instrumen
generally classified within Level 1 of the fair ualhierarchy. The types of instruments valued baseather observable inputs (Level 2 of the
fair value hierarchy) include investmegrtade corporate bonds, government, state, muniaiprovincial obligations, and are valued by g
a multi-dimensional relational model, the inputhien available, are primarily benchmark yields, regmbtrades, broker/dealer quotes, issuer
spreads, two-sided markets, benchmark securitigs, dffers, and reference data including markséaech publications. The Company’s
investments classified as Level 1 and Level 2 atd-to-maturity investments, and were valued usireggamortized-cost method, which
approximates fair market value.

On October 22, 2010, the Company entered into egeagent with SemiSouth Laboratories, pursuant tiglwylamong other things, the
Company may be obligated to acquire SemiSouthrifiSeuth meets certain financial performance coodgi At March 31, 2011, the
Company determined the fair value of this potergfdigation to be zero. The Company used Levelp2its in its fair market valuation using a
market approach valuation technique and deterntimedair value of this obligation to be zero. Then@pany derived the Level 2 inputs
principally from corroborated observable marketdae., correlation values). The Company will uigdde fair value quarterly and record any
changes to the consolidated financial statements.

The fair value hierarchy of the Company’s marketadgdcurities and investments for the periods eiidh 31, 2011 and December 31,
2010, was as follows (in thousands):

Fair Value Measurement at March 31, 2011
Quoted Prices in

Balance at Active Markets for Significant Other
March 31, Identical Assets Observable Inputs
Description 2011 (Level 1) (Level 2)
Money market accoun $ 40,35¢ $ 40,35¢ $ —
U.S. Government debt securiti 6,06¢ — 6,06
Corporate Securitie 62,82. — 62,82
Total $109,23¢ $ 40,35¢ $ 68,88¢
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Fair Value Measurement at December 31, 2010:
Quoted Prices in
Balance at Active Markets for Significant Other
December 31 Identical Assets Observable Inputs
Description 2010 (Level 1) (Level 2)
Commercial pape $ 7,13¢ $ — $ 7,13¢
Money market accoun 52,95 52,95 —
U.S. Government debt securiti 6,10(C — 6,10(C
Corporate Securitie 54,52: — 54,52
Total $ 120,70¢ $ 52,95! $ 67,75¢

The Company had no Level 3 investments as of thegeended March 31, 2011 and December 31, 2010.

5 INVENTORIES:

Inventories (which consist of costs associated tri¢hpurchases of wafers from offshore foundries @frpackaged components from
offshore assembly manufacturers, as well as intégtbar and overhead associated with the testifgpt wafers and packaged components)
are stated at the lower of cost (first-in, ficatt) or market. Provisions, when required, are nmtadeduce excess and obsolete inventories tc
estimated net realizable values. Inventories copéithe following (in thousands):

March 31, December 31

2011 2010
Raw materials $19,71¢ $ 20,33/
Work-in-process 13,70: 13,17
Finished good 29,58: 28,57
Total $63,00¢ $ 62,077

6. GOODWILL AND INTANGIBLE ASSETS:
The carrying amount of goodwill was $14.8 millios @f the periods ended March 31, 2011 and DeceBhez010.

Intangible assets consist primarily of acquireeérises, in-process research and development antt ggtes, and are reported net of
accumulated amortization. In the year ended DeceBibe2010, the Company acquired an early-stagerek and development company,
resulting in the addition of in-process researath @velopment of $4.7 million, and the Company #&eguQspeed Semiconductor resulting in
the addition of customer relationships of $0.9 imil] and developed technology of $1.8 million (Bse 14). The Company amortizes the cost
of all intangible assets over the shorter of thtereged useful life or the term of the acquire@fise or patent rights, which range from five to
ten years, with the exception of $4.7 million ofdrocess research and development which will be tredronce the development is comple
and products are available for sale. Amortizatmmaicquired intangible assets was approximatelg &0llion in the first quarter of 2011 and
2010. The Company does not believe there is amyfignt residual value associated with the follogvintangible assets (in thousands):
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March 31, 2011 December 31, 2010
Accumulated Accumulated

Gross Amortization Net Gross Amortization Net
In-process research and developr $469C $ — $4,69C $469C $ — $4,69(
Technology license 3,00( (1,500 1,50C 3,00(¢ (1,42%) 1,57¢
Patent right: 1,94¢ (1,819 13t 1,94¢ (1,760 18¢
Developed technolog 2,92( (575 2,34t 2,92( (489 2,431
Customer relationshif 91C (28) 882 91C — 91C
Other intangible: 37 (37) — 37 (37 —
Total intangible asse $1350¢ $ (3,959 $9,55: $1350¢ $ (3,711 $9,79:

The estimated future amortization expense relatédtangible assets at March 31, 2011 is as follows

Estimated

Amortization
Fiscal Year (in thousands
2011 (remaining 9 month $ 70C
2012 75&
2013 755
2014 755
2015 592
Thereaftel 1,30¢
Total (1) $ 4,867

(1) The total above excludes $4.7 million of ingees research and development which will be ansattippon completion of development
over the estimated useful life of the technolc

7. SIGNIFICANT CUSTOMER CONCENTRATIONS AND SALES INFOR MATION:
Customer Concentration

Ten customers accounted for approximately 67% &34d 6f net revenues for the three months ended M2it¢c2011 and March 31,
2010, respectively. A significant portion of thesgenues are attributable to sales of the Compamgducts to distributors of electronic
components. These distributors sell the Companyduyrts to a broad, diverse range of end usersidimg OEMs and merchant power supply
manufacturers. Two customers, both distributorthefCompany’s products, accounted for 19% and 1Pfetorevenues in the three months
ended March 31, 2011. The same two customers ammbéor 13% and 11% of net revenues in the thresethsoended March 31, 2010.

Concentration of Credit Risk

Financial instruments that potentially subject @@mnpany to concentrations of credit risk consistgpally of cash investments and tr:
receivables. The Company has cash investment gslibat limit cash investments to low-risk investtse With respect to trade receivables,
the Company performs ongoing evaluations of itéauers’ financial conditions and requires lettefrsredit whenever deemed necessary.
Additionally, the Company establishes an allowafoceloubtful accounts based upon factors surrounttie credit risk of specific customers,
historical trends related to past write-offs angeotrelevant information. Account balances are gbéuoff against the allowance after all means
of collection have been exhausted and the potdotiaecovery is considered remote. The Company et have any off-balance-sheet credit
exposure related to its customers. As of Marchi2B11 and December 31, 2010, 77% and 76%, respbgtdfeaccounts receivable were
concentrated with the Company’s top ten customers.
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The following customers represented 10% or morgcoebunts receivable:

March 31, December 31
Customer 2011 2010
A 19% 21%
B 18% *

* |ess than 109

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

International Sale:

The Company markets its products through its gadesonnel and a worldwide network of distribut@rs.a percentage of total net
revenues, international sales, which consist ofekiio and foreign sales to distributors and diceistomers outside of the Americas, are

comprised of the following:

Three Months Ended

March 31,
2011 2010

Hong Kong/Chine 34% 28%
Taiwan 24% 26%
Korea 17% 21%
Western Europe (excluding Germai 10% 7%
Japar 6% 6%
Singapore 3% 2%
Germany 1% 3%
Other 1% 2%

Total revenue, excluding the Americ 96% __ 95%

The remainder of the Compasysales were to customers within the Americas, gmiljnlocated in the United States, with some comge
located in Mexico and Brazil.

Product Sale:

Approximately 98% to 99% of the Company’s salethmthree months ended March 31, 2011 and 2010 fn@reits three primary
groupings of low-power AC-DC power-conversion protu— TOPSwitch, TinySwitch and LinkSwitch. Apprmdtely 1% to 2% of the
Company’s sales came from other product familiescipally the Company’s DPA-Switch family of higreltage DC-DC products, and in the
first quarter of 2011, the Company’s Hiper famifypooducts which includes both power-conversion padier-factor-correction products for

high-power applications.
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Revenue mix by product grouping was as follows:
Three Months Ended
March 31,
Product Family 2011 2010
LinkSwitch 40% 36%
TinySwitch 35% 39%
TOPSwitch 23% 24%
Other 2% 1%

8. EARNINGS PER SHARE:

Basic earnings per share are calculated by dividetgncome by the weighted-average shares of canstozk outstanding during the
period. Diluted earnings per share are calculayediiding net income by the weighted-average shafecommon stock and dilutive common
equivalent shares outstanding during the perioliitide common equivalent shares included in thisudation consist of dilutive shares
issuable upon the assumed exercise of outstandimgion stock options, the assumed vesting of oustgmrestricted stock units and
performance based awards, and the assumed issofaamweards under the stock purchase plan, as comhpsiag the treasury stock method.

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

Three Months Ended

March 31,
2011 2010

Basic earnings per shai

Net income $ 9,85¢ $12,31¢

Weighte-average common shat 28,62¢ 27,47(

Basic earnings per shz $ 0.34 $ 0.4F
Diluted earnings per share (.

Net income $ 9,854 $12,31¢

Weighte-average common shar 28,62¢ 27,47(

Effect of dilutive securities

Employee stock plar 1,55¢ 1,88¢
Diluted weighte-average common shar 30,18’ 29,35¢
Diluted earnings per sha $ 0.3¢ $ 0.4z

(1) The Company includes the shares underlyingopmidnce-based awards in the calculation of dil@R& when they become contingently
issuable per ASC 260-1Barnings per Sharand excludes such shares when they are not contipgesuable. The Company has
excluded all performance-based awards underlyiadisical 2011 and 2010 awards as those shareoacemtingently issuable as of the
end of the perioc

Outstanding options to purchase 210,044 share8@&d62 shares of the Compasigommon stock for the quarters ended March 311
and 2010, respectively, were not included in thapatation of diluted earnings per share for théqasrthen ended because they were
determined to be anti-dilutive.

9. INCOME TAXES:

The Company accounts for income taxes under thégions of ASC 740. Under the provisions of ASC ,7d€ferred 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 thesymawhich those temporary differences are
expected to be recovered or settled.
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In assessing the realizability of deferred tax @ssepanagement considers whether it is more liltedy not that some portion or all of the
deferred tax assets will not be realized. The @térealization of deferred tax assets is depengent the generation of future taxable income
during the periods in which those temporary diffexes become deductible. Management considers lieelsied reversal of deferred tax
liabilities and projected future taxable incomeeT@ompany limits the deferred tax assets recognideted to certain highly-paid officers of
the Company to amounts that it estimates will bdudgble in future periods based upon the provisiofithe Internal Revenue Code
Section 162(m). In the event that the Company deters, based on available evidence and managendgrngnt, that all or part of the net
deferred tax assets will not be realized in tharieitthe Company would record a valuation allowadndée period the determination is made
addition, the calculation of tax liabilities invas significant judgment in estimating the impactio€ertainties in the application of complex
laws. Resolution of these uncertainties in a mam@msistent with the Company’s expectations cdwalde a material impact on its results of
operations and financial position.

As of March 31, 2011, the Company continues to taaira valuation allowance on a portion of its @ahia deferred tax assets as the
Company believes that it is not more likely tham that the deferred tax assets will be fully readizThe Company also maintains a valuation
allowance with respect to certain of its defer@dadssets relating primarily to tax credits in @grinon-U.S. jurisdictions.

Income tax expense includes a provision for fedastate and foreign taxes based on the annualastiheffective tax rate applicable to
the Company and its subsidiaries, adjusted foaoediscrete items which are fully recognized ie greriod they occur. The Company’s
effective tax rates for the three months ended K&d; 2011 and 2010 were 18.7% and 19.9%, reségtiVhe difference between the
expected statutory rate of 35.0% and the Compaeffestive tax rate for the three months ended M&1h2011 was primarily due to the
beneficial impact of the geographic distributiortiod Company’s world-wide earnings and the berafionpact of the research and
experimentation tax credit. The difference betwihenexpected statutory rate of 35.0% and the Cogipaffective tax rate for the three
months ended March 31, 2010 was primarily due ¢dbneficial impact of the geographic distributadthe Company’s world-wide earnings
partially offset by a valuation allowance on itdi@eania deferred tax assets.

Although the Company files U.S. federal, U.S. statel foreign tax returns, its major tax jurisdiatis the U.S. In the quarter ended
March 31, 2011, the IRS informed the Company thatiRS intends to propose adjustments to the Coypéaxable income for fiscal years
2003 through 2006 related to the Company'’s intefanmy research and development cost-sharing arraergeand related issues. The
Company believes that the IRS position is withoetitrand intends to defend its tax return positiggorously. The fiscal years 2007 through
2009 are also under audit by the IRS.

Determining the consolidated provision for incorae éxpense, income tax liabilities and deferredassets and liabilities involves
judgment. The Company calculates and providesi@ome taxes in each of the tax jurisdictions inclulit operates, which involves estimat
current tax exposures as well as making judgmemgarding the recoverability of deferred tax assetsach jurisdiction. The estimates used
could differ from actual results, which may havgignificant impact on operating results in futuezipds.

10. INDEMNIFICATIONS:

The Company sells products to its distributors umaatracts, collectively referred to as Distribugales Agreements (“DSA”). Each
DSA contains the relevant terms of the contracimaingement with the distributor, and generallyudes certain provisions for indemnifying
the distributor against losses, expenses, andifiabifrom damages that may be awarded againsliftebutor in the event the Company’s
products are found to infringe upon a patent, cigiwrtrademark, or other proprietary right of adtparty (“Customer Indemnification”). The
DSA generally limits the scope of and remediegtierCustomer Indemnification obligations in a virief industry-standard respects,
including, but not limited to, limitations based time and geography, and a right to replace aimgifig product. The Company also, from ti
to time, has granted a specific indemnificatiomtitp individual customers.

22



Table of Contents

POWER INTEGRATIONS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
(unaudited)

The Company believes its internal development meee and other policies and practices limit itsosype related to such
indemnifications. In addition, the Company requitsemployees to sign a proprietary informatiod arventions agreement, which assigns
rights to its employees’ development work to thenpany. To date, the Company has not had to reirelbang of its distributors or customers
for any losses related to these indemnificatiordsrammaterial claims were outstanding as of Marth2®11. For several reasons, including
lack of prior indemnification claims and the ladkeomonetary liability limit for certain infringenm¢ cases, the Company cannot determine the
maximum amount of potential future payments, if ,ajated to such indemnifications.

11. COMMITMENTS AND CONTINGENCIES:

From time to time in the ordinary course of businéle Company becomes involved in lawsuits, otoensrs and distributors may make
claims against the Company (see Note 12). In aecme with ASC 450-10, the Company makes a provifgioa liability when it is both
probable that a liability has been incurred andam@unt of the loss can be reasonably estimated.

The Company purchases wafers through purchasesdirden the foundries. All but one of the Companyafer agreements are executed
in U.S. currency. The agreement requires the wafechases to be in Japanese yen; however, thegagrghice within these agreements is
fixed at a base rate and allows for some sharingefmpact of exchange rate fluctuations fromliase rate. The currency fluctuation
experienced between the time invoices are subntittéisde Company until the time the yen is purchas®tiremitted to the supplier is a
financial responsibility of the Company.

One of the Compang’wafer supply agreements contracts prices to psectvafers in U.S. dollars; however, the agreementallows fo
mutual sharing of the impact of the exchange Hatdation between Japanese yen and the U.S. dBbah year, our management and this
wafer supplier review and negotiate pricing; thgat&ted pricing is denominated in U.S. dollarsisigubject to contractual exchange rate
provisions. The fluctuation in the exchange ratghiared equally between both parties. The Comperguated for the gain or loss related to
the payment of these transactions as part of atkeme or expense.

12. LEGAL PROCEEDINGS:

On October 20, 2004, the Company filed a complagrdinst Fairchild Semiconductor International, Bxed Fairchild Semiconductor
Corporation (referred to collectively as “Fairch)léh the United States District Court for the Dist of Delaware. In its complaint, the
Company alleged that Fairchild has and is infriggiour of Power Integrations’ patents pertainind®¥®WM integrated circuit devices. Fairchild
denied infringement and asked for a declaratiomftioe court that it does not infringe any Powee@nation patent and that the patents are
invalid. The Court issued a claim construction ome March 31, 2006 which was favorable to the Canyp The Court set a first trial on the
issues of infringement, willfulness and damagesJotober 2, 2006. At the close of the first triah, 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
$33,981,781 in damages. Although the jury awardedates, at this stage of the proceedings the Congzenmot state the amount, if any,
which it might ultimately recover from Fairchildné no benefits have been recorded in the Compayisolidated financial statements as a
result of the damages award. Fairchild also raiddnses contending that the asserted patentsvai@lior unenforceable, and the court held a
second trial on these issues beginning on Septebh@007. On September 21, 2007, the jury retueneerdict in the Company’s favor,
affirming the validity of the asserted claims dffalur patents-in-suit. Fairchild submitted furthreaterials on the issue of enforceability along
with various other post-trial motions, and the Camypfiled post-trial motions seeking a permanejuriation and increased damages and
attorneys’ fees, among other things. On Septemibe?@08, the Court denied Fairchild’s motion regagdenforceability and ruled that all
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four patents are enforceable. On December 12, 2868 ourt ruled on the remaining post-trial mosicimcluding granting a permanent
injunction, reducing the damages award to $6,11%,@2anting Fairchild a new trial on the issue dfful infringement in view of an

intervening change in the law, and denying the Camgfs motion for increased damages and attornegs Wwith leave to renew the motion
after the resolution of the issue of willful infjament. On December 22, 2008, at Fairchild’s retjties Court temporarily stayed the
permanent injunction for 90 days to permit Fairdhd petition the Federal Circuit Court of Appefasa further stay. On January 12, 2009,
Fairchild filed a notice of appeal challenging ®eurt’s refusal to enter a more permanent stah@frtjunction, and Fairchild filed additional
motions requesting that both the Federal Circuit e District Court extend the stay of injunctidime District Court temporarily extended the
stay pending the Federal Circuit ruling on Faidsilpending motion, but the Federal Circuit disrat§&airchild’s appeal and denied its motion
on May 5, 2009, and the District Court issued atepon May 13, 2009 confirming the reinstatemerthefpermanent injunction as originally
entered in December. On June 22, 2009, the Coldthlerief bench re-trial on the issue of willfafiingement, and the parties completed post-
trial briefing on the issue of willfulness shorthereafter. On July 22, 2010, the Court found Baitchild willfully infringed all four of the
asserted patents. The Court also invited briefimgrmhanced damages and attorneys’ fees, and Haifitdadl a motion requesting that the Court
amend its findings regarding willfulness. On Jaguis, 2011, the Court denied Fairchild’s requestrteend the findings regarding Fairchild’s
willful infringement and doubled the damages awagdinst Fairchild but declined to award attorndéges. On February 3, 2011, the Court
entered final judgment in favor of the Companyddptal damages award of $12.9 million. Fairchéd filed a notice of appeal challenging the
final judgment and a number of the underlying rgéin

On May 9, 2005, the Company filed a Complaint vifte U.S. International Trade Commission (“ITC") endection 337 of the Tariff
Act of 1930, as amended, 19 U.S.C. section 133ihsig8ystem General (“SG”). The Company filed apgement to the complaint on May 24,
2005. The Company alleged infringement of its paEt@ertaining to pulse width modulation (“PWM”) égfrated circuit devices produced by
SG, which are used in power conversion applicatsuth as power supplies for computer monitors. Commission instituted an investigation
on June 8, 2005 in response to the Company’s comp&G filed a response to the ITC complaint agsgthat the patents-in-suit were invalid
and not infringed. The Company subsequently andntatily narrowed the number of patents and claimsiit, which proceeded to a hearing.
The hearing on the investigation was held befoeefttiministrative Law Judge (“ALJ") from January ttBJanuary 24, 2006. Post-hearing
briefs were submitted and briefing concluded Felyr@4, 2006. The ALJ’s initial determination wasugd on May 15, 2006. The ALJ found
all remaining asserted claims valid and infringeal] recommended the exclusion of the infringinglpots as well as certain downstream
products that contain the infringing products. Afierther briefing, on June 30, 2006 the Commisslenided not to review the initial
determination on liability, but did invite briefm@emedy, bonding and the public interest. On Audds 2006 the Commission issued an order
excluding from entry into the United States theiitging SG PWM chips, and any LCD computer monit&g printer adapters and
sample/demonstration circuit boards containingndiinging SG chip. The U.S. Customs Service is axitled to enforce the exclusion order.
On October 11, 2006, the presidential review peexpired without any action from the President, tredITC exclusion order is now in full
effect. SG appealed the ITC decision, and on NowrtiB, 2007, the Federal Circuit affirmed the IT@slings in all respects. On October 27,
2008, SG filed a petition to modify the exclusiaxder in view of a recent Federal Circuit opinioraim unrelated case, and the Company
responded to oppose any modification, but the Casiom modified the exclusion order on February28D9. Nevertheless, the exclusion
order still prohibits SG and related entities fromporting the infringing SG chips and any LCD cortgsunonitors, AC printer adapters, and
sample/demonstration circuit boards containingnfinniging SG chip.

On May 23, 2008, the Company filed a complaint agiakairchild Semiconductor International, Inc.irétsild Semiconductor
Corporation, and Fairchild’s wholly-owned subsigi&ystem General Corporation (“SG”) in the Unitedt8s District Court for the District of
Delaware. In its complaint, the Company alleged Hearchild has infringed and is infringing threatents pertaining to power supply contra
integrated circuit devices. Fairchild answered@oepany’s complaint on November 7, 2008, denyirfigrigement and asking for a
declaration from the Court that it does not infereny Power Integrations patent and that the matestinvalid and unenforceable. Fairchild’s
answer also included counterclaims accusing thepaom of infringing three patents pertaining to @mnside power conversion integrated
circuit devices. Fairchild had earlier brought #aeame claims in a separate suit
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against the Company, also in Delaware, which Fadalismissed in favor of adding its claims to thempany’s already pending suit against
Fairchild. The Company has answered Fairchild’sntexclaims, denying infringement and asking foealdration from the Court that it does
not infringe any Fairchild patent and that the &faild patents are invalid. Fairchild also filed ation to stay the case, but the Court denied that
motion on December 19, 2008. On March 5, 2009 chad filed a motion for summary judgment to pressduany recovery for post-verdict
sales of parts found to infringe in the partie$iestongoing litigation, described above, and then@any filed its opposition and a cross-motion
to preclude Fairchild from re-litigating the isswdsnfringement and damages for those same pred@st June 26, 2009, the Court held a
hearing on the parties’ motions, and on July 992@ Court issued an order denying the partiegians but staying proceedings with respect
to the products that were found to infringe andchitare subject to the injunction in the other Deleawcase between the parties pending the
entry of final judgment in that case; the remainofethe case is proceeding. On December 18, 206@9Cburt issued an order construing cel
terms in the asserted claims of the Company’s aictiiild’s patents in suit. Following the Courtlding on claim construction, Fairchild
withdrew its claim related to one of its patentd aignificantly reduced the number of claims aggkfor the remaining two patents. The pal
thereafter filed and argued a number of motionstonmary judgment, and the Court denied the mgjofithe partiesmotions but granted t
Company’s motion to preclude Fairchild from re-anguvalidity positions that were rejected in thépicase between the parties. Because the
assigned Judge retired at the end of July 2010;dke was re-assigned to a different Judge, anddbg vacated the trial schedule and had the
parties provide their input on the appropriate sewf action. The Court thereafter set a trial dakewith the jury trial on infringement and
validity to begin in July 2011. On February 10, 20the Court issued an order maintaining the stily ie@spect to the products that were found
to infringe and which are subject to the injunctinrihe other Delaware case pending the appeabindase. On April 18, 2011, the Court
rescheduled the trial to begin in January 2012.

On June 28, 2004, the Company filed a complainp&dent infringement in the U.S. District Court,rifi@rn District of California, agair
SG Corporation, a Taiwanese company, and its Wisidiary. The Company’s complaint alleged thatairrintegrated circuits produced by
SG infringed and continue to infringe certain sfpiatents. On June 10, 2005, in response to ttation of the International Trade Commiss
(ITC) investigation discussed above, the Distriou@ stayed all proceedings. Subsequent to the letiop of the ITC proceedings, the District
Court temporarily lifted the stay and scheduledsecmanagement conference. On December 6, 200f8e8@ notice of appeal of the ITC
decision as discussed above. In response, andreégragnt of the parties, the District Court vacabedscheduled case management conference
and renewed the stay of proceedings pending thmmg of the Federal Circuit appeal of the ITC dateation. On November 19, 2007, the
Federal Circuit affirmed the ITC's findings in allspects, and SG did not file a petition for revide parties subsequently filed a motion to
dismiss the District Court case without prejudioe. November 4, 2009, the Company re-filed its caimplfor patent infringement against SG
and its parent corporations, Fairchild Semiconduletternational, Inc. and Fairchild Semiconductar@ration, to address their continued
infringement of patents at issue in the original that recently emerged from SG requested reexatioim proceedings before the U.S. Patent
and Trademark Office (USPTO). The Company seekspngmother things, an order enjoining Fairchild &gl from infringing the Company’s
patents and an award of damages resulting froralteged infringement. Fairchild has denied infrimgat and asked for a declaration from the
Court that it does not infringe any Power Integnasi patent, that the patents are invalid, andahatof the two patents now at issue in the case
is unenforceable. On May 5, 2010, Fairchild andfit®&@ an amended answer including counterclaimsisiog the Company of infringing two
patents; the Company contests these new claimsotigly, and since that time Fairchild has withdratgrclaim for infringement of one of the
patents it asserted against the Company, leavsigjue Fairchild patent in the case. The Court bedthim construction hearing on March 24,
2011, and discovery is under way.

In February 2010, Fairchild and System General ()Sid suits for patent infringement against tiempany, Power Integrations
Netherlands B.V., and representative offices of @oltegrations Netherlands in Shanghai and Shenzfte the Suzhou Intermediate Cout
the People’s Republic of China. The proceedingstiten their early stages, with no hearingsraltcurrently scheduled. The suits assert four
Chinese patents and seek an injunction and danchggproximately $17 million. Power Integrationstherlands has filed invalidation
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proceedings for all four asserted SG patents ifPtEple’s Republic of China Patent Reexaminatioar8gPRB) of the State Intellectual
Property Office (SIPO), and all four challenges evaccepted by the PRB, with hearings conducteerietnber 2010 and rulings expected in
the coming months. The Company believes the Fédteind SG claims are without merit and intendsaiotest them vigorously.

In the quarter ended March 31, 2011, the IRS in&atrthe Company that the IRS intends to proposesadgnts to the Compargtaxabli
income for the years 2003 through 2006 relateti¢cQompany’s intercompany research and developoostisharing arrangement and related
issues. The Company believes that the IRS posigiarnthout merit and intends to defend its tax retposition vigorously.

On July 4, 2008 Azzurri Technology GmbH (in thddeling referred to as “Azzurri”) filed a complaiirt the amount of EUR
1,247,832.07 plus interest against the Companlyd@rRiegional Court Munich | (Germany). This comptiaas received by the Company on or
about September 16, 2008. In its complaint, Azzarformer distributor and agent of the Companytdpcts in Germany and Austria, alleged
that pursuant to mandatory European law it is ledtito a compensation claim in said amount follayine termination of the distributor
agreement by the Company even though the distob@greement did not provide for such paymenttsiwritten pleading the Company has
denied such claims. In the meantime, however, #mgs have entered into a settlement agreemeth. &Viritten pleading dated March 26,
2010; Azzurri has therefore withdrawn its claim.tkVa written pleading dated April 14, 2010, the @amy has informed the Regional Court
Munich that it accepts the claim withdrawal. Therts of this settlement agreement have no impath@€ompany’s financial statements.

The Company is unable to predict the outcome dllpgoceedings with certainty, and there can bassarance that Power Integrations
will prevail in the above-mentioned unsettled Eiigns. These litigations, whether or not determiimePower Integrationgavor or settled, wi
be costly and will divert the efforts and attentafrthe Company’s management and technical persdrume normal business operations,
potentially causing a material adverse effect enlthsiness, financial condition and operating tes@ldverse determinations in litigation cor
result in monetary losses, the loss of proprietityts, subject the Company to significant liaekt, require Power Integrations to seek licenses
from third parties or prevent the Company fromHisiag the technology, any of which could have aemialtadverse effect on the Company’s
business, financial condition and operating results

The Company is also subject to a variety of oth&ints and suits that arise from time to time in ¢dhe@inary course of business. These
matters are subject to inherent uncertainties hadCompany’s view of these matters may changedruture and could result in charges that
would have a material adverse impact on its fingrmbsition, results of operations, or cash flows.

13. RECENT ACCOUNTING PRONOUNCEMENTS:
On January 1, 2011, the Company adopted the falig\accounting pronouncements:

In December 2010, FASB issued Accounting Standdptfate (ASU) No. 2010-29Business Combinatiof8SC Topic 805). The
amendments in this update specify that if a pudiity presents comparative financial statemehesgntity should disclose revenue and
earnings of the combined entity as though the lssicombination(s) that occurred during the culyeat had occurred as of the beginning of
the comparable prior annual reporting period omftye amendments also improve the usefulness ofrthéopma revenue and earnings
disclosures by requiring a description of the ra@amd amount of material, nonrecurring pro formastchents that are directly attributable to
the business combination(s). The amendments inugfdate were effective for fiscal years, and imtepieriods within those years, beginning
after December 15, 2010. The adoption of this ASthe first quarter of 2011 did not have a maténmdact on the Company’s condensed
consolidated financial statements.

In December 2010, FASB issued ASU No. 2010i8tngibles - Goodwill and Othg ASC Topic 350). Under Topic 350 on goodwill
and other intangible assets, testing for goodwippairment is a two-step test. When a
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goodwill impairment test is performed (either oneemual or interim basis), an entity must assessttven the carrying amount of a reporting
unit exceeds its fair value (Step 1). If it doeseatity must perform an additional test to deteenivhether goodwill has been impaired and to
calculate the amount of that impairment (Step B @mendments in this update modify Step 1 of toelgill impairment test for reporting
units with zero or negative carrying amounts. fase reporting units, an entity is required to gerf Step 2 of the goodwill impairment test if
it is more likely than not that a goodwill impairmteexists. In determining whether it is more likéhan not that goodwill impairment exists, an
entity should consider whether there are any advguslitative factors indicating that impairmentynexist. The qualitative factors require that
goodwill of a reporting unit be tested for impainméetween annual tests if an event occurs or mistances change that would more likely
than not reduce the fair value of a reporting beibw its carrying amount. The amendments in tpdate were effective for fiscal years, and
interim periods within those years, beginning aRecember 15, 2010. The adoption of this ASU infits® quarter of 2011 did not have a
material impact on the Company’s condensed corselitifinancial statements.

In January 2010, the FASB issued Accounting Stateldipdate (“ASU”) No. 2010-06 Fair Value Measurements and Disclosures (T
820): Improving Disclosures about Fair Value Instants.” ASU No. 2010-06 amends ASC 820 to requdditeonal disclosures regarding fair
value measurements. Specifically, the ASU requérggties to disclose the amounts and reasonsdaifgiant transfers between Level 1 and
Level 2 of the fair value hierarchy, to disclosagens for any transfers in or out of Level 3 anddparately disclose information in the
reconciliation of recurring Level 3 measurementsudipurchases, sales, issuances and settlemeatddition, the ASU also amends ASC 820
to clarify certain existing disclosure requiremetzcept for the requirement to disclose informatidout purchases, sales, issuances and
settlements in the reconciliation of recurring Le¥@neasurements separately, the amendments to828@ade by ASU No. 2010-06 were
effective for the Company’s 2010 interim and anmeglorting periods. The requirement to separatisiglase purchases, sales, issuances and
settlements of recurring Level 3 measurementsféctfe for the Company’s 2011 interim and anneglarting periods. The adoption of these
provisions did not have a material impact on then@any’s condensed consolidated financial statements

14. ACQUISITIONS:

On February 26, 2010, the Company entered intdinitlee agreement to purchase, for cash totalibd.$ million, the assets of an early-
stage research and development company involvdevieloping certain technology that is consistertihwhie Company’s long-term business
strategy. The Company accounted for the transaesicen acquisition of a business and completeddbeisition on August 26, 2010. The
Company allocated $6.2 million of the purchaseetagoodwill, which is deductible for tax purpos$4.7 million to in-process research and
development, which the Company will amortize over ¢stimated life of the technology upon completibits development, and $0.6 million
to fixed assets. The Company also expensed $0lbmilf acquisition-related costs which were re@atéis general and administrative expense
in 2010. Goodwill recognized in the acquisition vagsived from expected benefits from future tecbgg| cost synergies and a knowledgeable
and experienced workforce.

On December 31, 2010, the Company acquired ceatziats of Qspeed Semiconductor for approximately ilion in cash. In the
quarter ended March 31, 2011, $6.9 million was jraicbnnection with the acquisition. The Compangaamted for the transaction as an
acquisition of a business.

The Company'’s acquisition of Qspeed effectivelyledta preexisting license agreement under whieltbmpany had paid Qspeed a
prepaid royalty of $5.25 million in exchange foethse of its technology. Because the terms ofiteede agreement were determined to
represent fair value at the acquisition date, thm@any did not record any gain or loss separateiy the acquisition and the $5.25 million
unamortized prepaid royalty was included as pathefacquisition-date fair value of considerati@nsferred.
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Fair value consideration consists of the followf{iigthousands)

Cash $ 6,95¢
Settlement of preexisting arrangem 5,25(
Total $12,20¢

Of the total consideration transferred, $6.8 millisas allocated to goodwill, which is deductible fax purposes, $1.8 million was
allocated to developed technology, $0.9 million whlscated to customer relationships, $0.4 milleas allocated to fixed assets, $2.1 million
was allocated to inventory, including $0.6 milliohinventory markup, which will be amortized to to$ revenues throughout 2011, and $0.2
million was allocated to accounts receivable. Gatidecognized in the acquisition of Qspeed Semétarior was derived from expected
benefits from future technology, cost synergies atkdowledgeable and experienced workforce. Tloealion of the purchase price is
preliminary and may be adjusted should furtherrimfation regarding events or circumstances exigtirtfe acquisition date become available.

15. INVESTMENT IN THIRD PARTY:

On October 22, 2010, the Company made a $7.0 midguity investment in a privately held companyn&outh Laboratories
(“SemiSouth”). The Company accounts for its nonketable investment in SemiSouth under the cost adedls the Company has less than a
20% ownership interest in SemiSouth and does nat tiee ability to exercise significant influenceeothe investee. Also in October 2010, the
Company paid $10.0 million as a prepaid royaltgxechange for the right to use SemiSouth’s technpldge Company will amortize the
royalty to cost of revenues based on the Compasal&s of products incorporating the licensed teldgyo

In connection with entering into these agreemehtsCompany entered into an agreement pursuantitthwamong other things, it may
be obligated to acquire SemiSouth if SemiSouth meettain financial performance conditions.

The Company accounts for its non-marketable investrin SemiSouth Laboratories under the cost mefthiod investment is
periodically reviewed for other-thaemporary declines in fair value by consideringilade evidence, including general market condgiahe
company'’s financial condition, pricing in recenumals of financing, earnings and cash flow forecastent operational performance and any
other readily available market data. The carryiatyg of the Company’s investment in SemiSouth i $Tillion and was classified within
other assets on the Company’s consolidated bakiresst as of March 31, 2011.

16. SUPPLIER AGREEMENT:

The Company entered into a wafer supply agreenmaahedment with one of its foundries in the third eiaof 2008, which amends its
previous agreement with the foundry. The amendegesmgent includes a Company prepayment of $3.1aniftor raw materials. Purchases of
raw material under this agreement will be made dagpen future production build plans of the Companyafers. As of March 31, 2011, $0.3
million remained as prepaid, and as of DecembeB10, $0.9 million remained prepaid under thiseagrent. The Company included the
prepayment in prepaid expenses and other curreatsais its March 31, 2011, and December 31, 2€difidensed consolidated balance sheets.

17. LEASE LINE TO THIRD PARTY

In February 2011, the Company entered into an aggaewith SemiSouth to provide a lease line forfthancing of capital equipment.
Under the term of the agreement, SemiSouth camWwarp to $15.5 million through January 2013. Advtafrch 31, 2011, a total of $5.7 milli
had been funded, comprising; $3.8 million fundedslpayments withheld under this lease arrangetméngnce capital equipment
commencing in February 2011, and $1.9 million mesdieposits on equipment which the Company wildda SemiSouth upon delivery of
such equipment. The Company included the leasedineivable in Other Assets and Prepaid Expensge©#rer Current Assets in its
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condensed consolidated balance sheet at Marct031, Zhe total lease payments related to the $8l®mfunded will be received over a fo
to eight year term and is reflected in the tablewdin millions):

Total Minimum

Fiscal Year Lease Payment
2011 (remaining 9 month $ 0.4
2012 0.6
2013 0.6
2014 0.6
2015 0.5
Thereaftel 1.5
Total $ 4.2

18. BANK LINE OF CREDIT

In February 2011, the Company entered into an wmedcredit agreement with a bank (the “Credit Agnent”). Pursuant to the Credit
Agreement, the Company can request, from timente tintil February 2013, advances in an amountmekteed an aggregate principal
amount of $50.0 million, the proceeds of which barused for working capital requirements and ogfeereral corporate purposes. The
agreement also covers advances for commerciatdeatfecredit. At March 31, 2011, the Company h&®Da& million outstanding letter of credit
for a capital purchase deposit. The terms of trésglic agreement require the Company to remain inpgtiance with certain financial and other
covenants.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIMNCIAL CONDITION AND RESULTS OF OPERATIONS.

The following discussion and analysis of our finahcondition and results of operations should bad in conjunction with the
condensed consolidated financial statements andakes to those statements included elsewheresiQitarterly Report on Form 10-Q, and
with management’s discussion and analysis of manftial condition and results of operations in d&nnual Report on Form 10-K for the year
ended December 31, 2010 filed with the SEC on Rebr5, 2011. This discussion contains forward-lngkstatements that involve risks and
uncertainties. Our actual results could differ mé&by from those contained in these forward-loagkistatements due to a number of factors,
including those discussed in Part I, Item 1A—"Risdctors” and elsewhere in this report.

Overview

We design, develop, manufacture and market pr@myiehigh-voltage, analog and mixed-signal integpiatircuits (“ICs”) for use in
electronic power supplies, also known as switchedlerpower supplies. Following our acquisition op&sd Semiconductor in December
2010, we also now offer a range of high-performahégh-voltage silicon diodes. Our ICs and diodesuwsed principally in AC-DC power
supplies in a wide variety of end products, prittyar the consumer, communications, computer addstrial electronics markets. For
example, our ICs are commonly used in such enduygtsdas mobile-phone chargers, desktop computense lentertainment equipment,
appliances, utility meters and LED light bulbs dixtures.

We believe that our products enable power supfphtiaisare superior to those designed with altereatiehnologies. We differentiate our
ICs through innovation aimed at helping our custameeet the desired performance specificationghigir power supplies, including
increasingly stringent energy-efficiency requiretamund the world, while minimizing complexity,roponent count, time-to-market and
overall system cost. We invest significant resosiioeresearch and development in an effort to aehileis differentiation.

While the size of the power-supply market fluctgsasgth changes in macroeconomic conditions, theketdras generally exhibited a
modest growth rate over time as growth in the vaitimes of power supplies has largely been offgetductions in the average selling price
of components in this market. Therefore, the grosate of our revenues, income and cash flow deppridgrily on our penetration of the
power supply market, as well as our success inredipg the addressable market by introducing newlyxets that address a wider range of
applications. Our growth strategy includes thedieihg elements:

* Increase the penetration of our ICs in * low-powel” AC-DC power supply markeThe vast majority of our revenues come fr
power-supply applications requiring 50 watts ofpautor less. We continue to introduce more advapeeducts that make our IC-
based solutions more attractive in this market.n&kee also increased the size of our sales anddigdiheering staff considerably
recent years, and we continue to expand our offeraf technical documentation and design-suppot$tand services in order to
help customers use our ICs. These tools and seririceide oulPl Expert™design software, which we offer free of charge, aut
transforme-sample service

» Capitalize on the growing demand for more enerdigieht electronic products and lighting technolegiWe believe that energy-
efficiency is becoming an increasingly importansige criterion for power supplies due largely te #tmergence of standards and
specifications that encourage, and in some casedat® the design of more energy-efficient eleétrpnoducts. While power
supplies built with competing technologies are mit@able to meet these standards cost-effectipelyer supplies incorporating
our ICs are generally able to comply with all knogfficiency specifications currently in effe

Additionally, technological advances combined wilgulatory and legislative actions are resultinthiem adoption of alternative
lighting technologies such as light-emitting diodeEDs). We believe this presents a significantaymity for us because our ICs
are used in power-supply (or “driver”) circuitryrfbigh-voltage LED lighting applications.

» Increase the penetration of our products‘high-power” applications.We believe we have developed new technologies and
products that enable us to bring the benefits gifilljiintegrated power supplies to applications neiag more than 50 watts of
output. These include such applications as mainepawpplies for flat-panel TVs and PCs, as wep@ser supplies for LED
streetlights, game consoles, and notebook compuersng others
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Our quarterly operating results are difficult tegict and subject to significant fluctuations. @usérs typically can cancel or reschedule
orders without significant penalty. Also, exterfedtors such as global economic conditions andIgugain dynamics can cause our operating
results to be volatile. We plan our production anentory levels based on internal forecasts ofausr demand, which is highly unpredicte
and can fluctuate substantially. Strong demanaéomproducts in recent periods resulted in shogageertain products and caused an
extension of our lead times for delivery to custosn®&/e have added production capacity in ordensuee that we can satisfy customer
demand, and our lead times have now returned torlual levels on most of our products; howevewé do not have adequate inventory of
products to satisfy future demand, our operatisglte may be impacted.

Our net revenues were $76.8 million and $71.5 amilin the first quarters of 2011 and 2010, respebti The growth of revenues year
over year reflects increased penetration of oudpets into our addressable markets, as well asat\gpwth in demand for electronic
products. Our top ten customers, including distdbsithat resell to OEMs and merchant power supmpufacturers, accounted for 67% and
60% of our net revenues in the first quarters dfi28nd 2010, respectively. Our top two customent)) Histributors of our products,
collectively accounted for approximately 31% anéwdf our net revenues in the first quarters of 284d 2010, respectively, and international
sales comprised 96% and 95% of our net revenuim this first quarters of 2011 and 2010, retipely.

Because our industry is intensely price-sensitig,gross margin (gross profit divided by net rawes) is subject to change based on the
relative pricing of solutions that compete with @Wariations in product and customer mix can alase our gross margin to fluctuate. Also,
because we purchase a large percentage of oumsiliafers from foundries located in Japan, ourgmargin is influenced by fluctuations in
the exchange rate between the U.S. dollar andagh@ngse yen. Also, although our wafer fabricatiwh@ssembly operations are outsourced, ac
are most of our test operations, a portion of aadpction costs are fixed in nature. As such, aur ecosts and gross profit margin are impacted
by the volume of units we produce. The currentheprake and tsunami in Japan did not have a mabemgct on our customers and suppliers
in the first quarter of 2011; nor do we expect ehegents to have a material impact to our custowressippliers in our second quarter.

Our gross profit, defined as net revenues lessafasivenues, was $36.4 million, or 47% of net rexes, in the first quarter of 2011,
compared to $35.9 million, or 50% of net revenureshe same period of 2010. The reduction in oesgmargin in the first quarter of 2011
was driven primarily by the following factors: praet mix and the weakening of the U.S. dollar coragawrith the Japanese yen, which
increases the cost of our silicon wafers. Whilecasnot predict the future direction of our grossgirabecause many of the factors influenc
it are outside of our control, we are working torgase our gross margin through a combinationadymt-cost reductions and the development
of new products and technologies aimed at incrgasia value of our ICs to customers.

Total operating expenses in the first quarters0dfi2zand 2010 were $24.7 million and $21.0 millie@spectively. The increase in
operating expenses in 2011 compared with 2010 wesrdprimarily by; increased payroll and relategg@nses and higher stock-based
compensation expenses, due to increased headawluting research and development headcount isesegsulting from an acquisition we
completed in 2010; and increases in sales and tirggkexpenses as we expand our Asia sales stafiei@eand administrative expenses
increased as a result of increased legal feestetatpatent litigation.

Critical Accounting Policies and Estimates

The preparation of financial statements and reldiedosures in conformity with accounting prineiplgenerally accepted in the United
States of America (“U.S. GAAP”) requires managentenmhake estimates and assumptions that affecefierted amounts of assets and
liabilities and disclosures of contingent assets labilities at the date of the financial statetsesind the reported amounts of revenues and
expenses during the reporting period. On an ongb&sis, we evaluate our estimates, including thistel below. We base our estimates on
historical facts and various other assumptionswleabelieve to be reasonable at the time the etdsraae made. Actual results could differ
from those estimates.
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Our critical accounting policies are as follows:
* revenue recognitior
» stock-based compensatio
» estimating distributor pricing credit
» estimating writ-downs for excess and obsolete invent
* income taxes; an
» goodwill and intangible asse!

Our critical accounting policies are importantte portrayal of our financial condition and reswit®perations, and require us to make
judgments and estimates about matters that arednthg uncertain. A brief description of theseicét accounting policies is set forth belc
For more information regarding our accounting de¢see Note 2, “Summary of Significant Accountiraicies,” in our Notes to Condensed
Consolidated Financial Statements.

Revenue recognition

Product revenues consist of sales to original egeig manufacturers (“OEMs”), merchant power suppanufacturers and distributors.
Shipping terms to international OEM customers ardamant power supply manufacturers from our facititCalifornia are “delivered at
frontier” (“DAF"), under which title to the produgtasses to the customer and revenue is recognized thie shipment reaches the destination
country. Shipping terms to international OEMs arefchant power supply manufacturers on shipments frar facility outside of the United
States are “EX Works"HXW), meaning that title to the product transfershte customer upon shipment from our foreign wamsk. Shipmen
to OEMs and merchant power supply manufacturetisérAmericas are “free on board” (“FOB”) point afgin meaning that title is passed to
the customer upon shipment. Revenue is recogniged title transfer for sales to OEMs and merchamigy supply manufacturers, assuming
all other criteria for revenue recognition are mgtlescribed below.

We apply the provisions of ASC 605-10 (formerlyfSfsccounting Bulletin No. 104Revenue Recognitioand all related appropriate
guidance. We recognize revenue when all of theWatig criteria have been met: (1) persuasive eviderf an arrangement exists, (2) delivery
has occurred, (3) the price is fixed or determiaatid (4) collectability is reasonably assured.gafeerally use customer purchase orders to
determine the existence of an arrangement. We @endelivery to have occurred when title and rigloss have transferred to the customer.
We consider the price to be fixed based on the payiterms associated with the transaction and vehéfie sales price is subject to refund or
adjustment. We assess collectability based onréditevorthiness of the customer as determined bglitchecks we perform as well as the
customer’s payment history.

We make sales to distributors and retail partnedsracognize revenue based on a sell-through me8uadds to distributors are made
under terms allowing certain price protection aigtits of return on our products held by the distrilss. As a result of these rights, we defel
recognition of revenue and the costs of revenugseattfrom sales to distributors until such distititrs resell our products to their end
customers. We determine the amount to defer baséldedevel of actual inventory on hand at ourrdisttors as well as inventory in transit to
our distributors. Fluctuations in deferred inconmesales to distributors coincide with an increasdazrease in revenue shipments to our
distributors; in addition, deferred income levels also impacted by the speed at which our didtiisusell our products to their end customers.
The gross profit that is deferred as a result if plolicy is reflected as “deferred income on sébedistributors” in the accompanying
consolidated balance sheets. The total deferrezhte/as of March 31, 2011 and December 31, 201@p@®ximately $23.1 million and
$24.7 million, respectively. The total deferredtcas of March 31, 2011 and December 31, 2010 wpaoajmately $12.2 million and $12.5
million, respectively.

Stock-based compensation

We apply the provisions of ASC 718-18hare-Based Paymentynder the provisions of ASC 718-10, we recogtiieefair value of
stock-based compensation in financial statemergs the requisite service period of the individuadrdgs, which generally equals a four-year
vesting period. We use estimates of volatility, ested term, riskree interest rate, dividend yield and forfeituresletermining the fair value
these awards and the amount of compensation costégnize. Changes in these estimates could riesthianges to our compensation chat
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Estimating distributor pricing credits

Historically, between one-half and two-thirds of éotal sales have been made through distribuEsexjuently, distributors need a cost
lower than our standard sales price in order tolwisiness. After the distributor ships productscacustomer, the distributor submits a “ship
and debit” claim to us in order to adjust its dogtn the standard price to the approved lower prdeer verification by us, a credit memo is
issued to the distributor to adjust the sell-ircprirom the standard distribution price to the gpproved lower price. We maintain a reserve for
these credits that appears as a reduction to atcoegeivable in our consolidated balance sheetg.idcrease in the reserve results in a
corresponding reduction in our current and/or feitaet revenues. To establish the adequacy of earves, we analyze historical ship and d
amounts and levels of inventory in the distributbannels. If our reserves are not adequate, ouemnehues could be adversely affected.

Estimating write-downs for excess and obsolete inméory

When evaluating the adequacy of our valuation a@djasts for excess and obsolete inventory, we ifleaexicess and obsolete products
and also analyze historical usage, forecasted ptimfubased on demand forecasts, current econoeridg and historical write-offsThis
write-down is reflected as a reduction to inventiorthe consolidated balance sheets and an incie@sst of revenues. If actual market
conditions are less favorable than our assumptisasnay be required to take additional widi@wvns, which could adversely impact our cos
revenues and operating results.

Income taxes

Income tax expense is an estimate of current indaxes payable or refundable in the current figear based on reported income before
income taxes. Deferred income taxes reflect thecefif temporary differences and carry-forwards #ra recognized for financial reporting
and income tax purposes.

We account for income taxes under the provisior8RE 740 (formerly SFAS No. 108ccounting for Income TaxgsUnder the
provisions of ASC 740, deferred tax assets andlilias are recognized based on the differencesden the financial statement carrying
amounts of existing assets and liabilities andrttesipective tax bases, utilizing the tax rates @aha expected to apply to taxable income in the
years in which those temporary differences are eepeto be recovered or settled. We recognize tialuallowances to reduce any defer
tax assets to the amount that we estimate will rikedy than not be realized based on availablel@evce and management’s judgment. We
limit the deferred tax assets recognized relatezkttain of our officers’ compensation to amouhtst e estimate will be deductible in future
periods based upon Internal Revenue Code Sectfm)6In the event that we determine, based onablaievidence and management
judgment, that all or part of the net deferreddagets will not be realized in the future, we waelcbrd a valuation allowance in the period
determination is made. In addition, the calculatétax liabilities involves significant judgment estimating the impact of uncertainties in the
application of complex tax laws. Resolution of thescertainties in a manner inconsistent with ogeetations could have a material impact
on our results of operations and financial position

As of March 31, 2011, we continued to maintain luaton allowance on a portion of our Californigeteed tax assets as we believe that
it is not more likely than not that the deferrer éssets will be fully realized. We also maintaiveduation allowance with respect to certain of
our deferred tax assets relating primarily to teedds in certain non-U.S. jurisdictions.

In the first quarter of 2011, the IRS informed lattit intends to propose adjustments to our taxatdome for fiscal years 2003 thru 2!
related to our intercompany research and developoust-sharing arrangement and related issues.alievb the IRSS position with respect
the proposed adjustment is inconsistent with appleEtax law, and that we have a meritorious deféaur position. Accordingly, we intend
to continue to challenge the IRS’s position on thitter vigorously. While we believe the IRSisserted position on this matter is not supp
by applicable law, we have provided reserves forpmsition in this matter, and we may be requiecthbke payments to the IRS pending
resolution of this matter. If this matter is littga and the IRS is able to successfully sustaipdsstion, our results of operations and financial
condition could be materially and adversely affdcesolution of this matter is not anticipatedhivitthe next year.
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Goodwill and intangible assets

In accordance with ASC 350-1Gpodwill and Other Intangible Assetsie evaluate goodwill for impairment on an anrhesdis, or as
other indicators of impairment emerge. The provisiof ASC 350-10 require that we perform a two-&t@pairment test. In the first step, we
compare the implied fair value of our single repytunit to its carrying value, including goodwilf.the fair value of our reporting unit exces
the carrying amount no impairment adjustment isiiregl. If the carrying amount of our reporting umitceeds the fair value, step two will be
completed to measure the amount of goodwill impairtioss, if any exists. If the carrying value af gingle reporting unis goodwill exceed
its implied fair value, then we record an impairmiess equal to the difference, but not in excéddb® carrying amount of the goodwill. We
evaluated goodwill for impairment in the fourth qea 2010, and concluded that no impairment exiagedf December 31, 2010. Additionally,
no impairment indicators have been identified dyitime three months ended March 31, 2011.

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 ASC 3&QAccounting for the Impairment or Disposal of Lonigdd AssetsWe review long-
lived assets, such as acquired intangibles ancepiyopnd equipment, for impairment whenever eventshanges in circumstances indicate
the carrying amount of an asset may not be recbier/e measure recoverability of assets to be &edlused by a comparison of the carn
amount of an asset to estimated undiscounted faasik flows expected to be generated by the df##. carrying amount of an asset exceeds
its estimated future cash flows, we recognize gmainment charge by the amount by which the carrgimpunt of the asset exceeds the fair
value of the asset.

Results of Operations
The following table sets forth certain operatingadas a percentage of net revenues for the perditsted.

Three Months Ended

March 31,
2011 2010
Net revenue 100.(% 100.(%
Cost of revenue 52.€ 49.¢
Gross profit, 472 50.2
Operating expense
Research and developmt 13.1 11.5
Sales and marketir 10.7 9.7
General and administrati 8.4 8.4
Total operating expens 32.2 29.4
Income from operation 15.2 20.¢
Other income, ne 0.€ 0.7
Income before provision for income tay 15.¢ 21.t
Provision for income taxe 3.C 4.3
Net income 12.£% 17.2%

Comparison of the Three Months Ended March 31, 201dl2010

Net revenued\et revenues consist of revenues from product safeish are calculated net of returns and allowanbket revenues for t
three months ended March 31, 2011 were $76.8 midimmpared to $71.5 million for the three monthdezshMarch 31, 2010, an increase of
$5.3 million, or 7%. The increase in revenues mfl@ combination of higher overall demand for e@dc devices incorporating our products
and greater penetration of our products in the ACdower supply market. The growth in revenues waadrbased, with higher sales into a
broad range of applications within three of ourangnd markets (communications, consumer and indl)ssales into the computer end
market decreased slightly compared with the fitgtrter of 2010.
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Our net revenue mix by product family for the threenths ended March 31, 2011 compared with thesthmenths ended March 31, 2C

was as follows:

Product Family
LinkSwitch

TinySwitch

TOPSwitch
Other

Three Months Ended

March 31,

2011 2010
40% 36%
35% 39%
23% 24%

2% 1%

Approximate revenue mix by end markets servedHerthree months ended March 31, 2011 comparedtheétthree months ended
March 31, 2010, was as follows:

Three Months Ended

March 31,
End Market 2011 2010
Consume 37% 36%
Communicatior 32% 32%
Computet 11% 12%
Industrial 20% 20%

International sales, defined as sales outsideeoAthericas based on “ship tolistomer locations, were $73.5 million in the foistarter o
2011 compared with $67.6 million for the same p&i02010, an increase of approximately $5.9 millimternational sales represented 96%
and 95% of net revenues in the three months endedhvB1, 2011 and 2010, respectively. Althoughptneer supplies incorporating our
products are designed in and distributed to endketsworldwide, most of these power supplies areufectured in Asia. As a result, sales to
this region were 84% of our net revenues for bbéhthree months ended March 31, 2011 and 2010.

Sales through distributors accounted for 68% ofsaéts for the first quarter of 2011 and 32% ofsaé¢s were to OEMs and power
supply manufactures; the corresponding figuresHerfirst quarter of 2010 were 66% and 34%, re$palgt Two customers, both distributors
of our products, accounted for 19% and 12% of eetmues in the three months ended March 31, 201el same two distributors accounted
13% and 11% of net revenues in the three monthadcehthrch 31, 2010. No other customers accountetid®s or more of our revenues in the

periods mentioned.
Gross profit.Gross profit is net revenues less cost of reverfdaescost of revenues consists primarily of costoaiated with the
purchase of wafers from our contracted foundries assembly, packaging and testing of our productib-contractors, product testing

performed in our own facility, and overhead assedavith the management of our supply chain. Gneaggin is gross profit divided by net
revenues. The table below compares gross profigamgs margin for the three months ended Marcl2811 and 2010 (dollars in millions):

Three Months Ended

March 31,
2011 2010
Net revenue $ 76.¢ $71E
Gross profil $ 36.4 $35.¢
Gross margit 47.4% 50.2%

The decrease in our gross margin in the first guant 2011 compared to the same period in 2010dsigen primarily by product mix;
also contributing to the decrease in our gross mavgs the weakening of the U.S. dollar comparetti thie Japanese yen, which increases the

cost of our silicon wafers.
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Research and development expenResearch and development, or R&D, expenses cqrsisarily of employee-related expenses
including stock-based compensation and expensegriaand facility costs associated with the depslent of new processes and new
products. We also record R&D expenses for prototyafers related to new products until such prodaoésreleased to production. The table
below compares R&D expenses for the three montleceMarch 31, 2011 and 2010 (dollars in millions):

Three Months Ended

March 31,
2011 2010
Net revenue $ 76.¢ $71E
R&D expense! $10.C $ 81
R&D expenses as a % of net revel 13.1% 11.2%

R&D expenses increased in the first quarter of 28drhpared to the first quarter of 2010, driven ity by increased payroll and rela
expenses, including stock-based compensation egperesulting from increased headcount, whichiin was due primarily to our acquisition
completed in the third quarter of 2010 (See NoteflMotes to Condensed Consolidated Financial Statés, Acquisitions, for details), and
increased engineering materials expense relateevioproduct development.

Sales and marketing expensBales and marketing expenses consist primarilyngfl@yee-related expenses, including stock-based
compensation, commissions to sales representatindsacilities expenses, including expenses aatgativith our regional sales and support
offices. The table below compares sales and magketkpenses for the three months ended March 31, &0d 2010 (dollars in millions):

Three Months Ended

March 31,
2011 2010
Net revenue $ 76.€ $71E
Sales and marketing expen: $ 8.2 $ 6.9
Sales and marketing expenses as a % of net re' 10.7% 9.7%

The increase in sales and marketing expenses firshguarter of 2011 compared to the first quaotie2010 was driven primarily by
increased payroll and related expenses, includtksbased compensation expenses as a resultrebised headcount to expand our
international sales staff.

General and administrative expenségneral and administrative, or G&A, expenses copsimarily of employee-related expenses,
including stock-based compensation expenses fomastnation, finance, human resources and genesalagement, as well as consulting,
professional services, legal and auditing experdas table below compares G&A expenses for theethrenths ended March 31, 2011 and
2010 (dollars in millions):

Three Months Ended

March 31,
2011 2010
Net revenue $ 76.€ $71E
G&A expense: $ 6.5 $ 6.C
G&A expenses as a % of net revel 8.4% 8.4%

G&A expenses remained flat as a percentage of teyeand increased in absolute dollars primarilst essult of increased legal expenses
related to patent litigation.
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Other income, netOther income, net consists primarily of inteiesbme earned on cash and cash equivalents andasttblong-term
investments. The table below compares other incoetefor the three months ended March 31, 20112846 (dollars in millions):

Three Months Ended

March 31,
2011 2010
Net revenue $ 76.€ $71.¢
Other income, ne $ 04 $ 05
Other income, net as a % of net reve 0.6% 0.7%

The reduction in other income, net, for the firsager of 2011 was driven by a decrease in inténesime reflecting a decrease in interest
rates earned on cash and investment balances.

Provision for income taxesProvision for income taxes represents federatestnd foreign taxes. The table below comparesnedax
expenses for the three months ended March 31, 20d 2010 (dollars in millions):

Three Months Ended

March 31,
2011 2010
Income before provision for income tay $12.1 $15.4
Provision for income taxe $ 23 $ 3.1
Effective tax rate 18.7% 19.€%

The difference between the expected statutoryaia®®% and our effective tax rate for the first gaaof 2011 was primarily due to the
beneficial impact of the geographic distributioroof world-wide earnings and the beneficial impafch research and experimentation tax
credit. The difference between the expected statutde of 35% and our effective tax rate for tmstfquarter of 2010 was primarily due to the
beneficial impact of the geographic distributionoof world-wide earnings partially offset by a vaiion allowance on our California deferred
tax asset.

Outlook for our Second Quarter of 2011

In conjunction with the release of our quarter ehtarch 31, 2011, results on May 2, 2011, we isgbedollowing outlook for the
second quarter of 2011:

e Quarterly revenues are expected to be between #liémand $82 million;
» Gross margin is expected to be between 47 and @ mte anc
e Operating expenses are expected to be approxint28lp million.

Liquidity and Capital Resources

As of March 31, 2011, we had $206.6 million in casdsh equivalents and short-term and long-terrastments a decrease of
approximately $8.2 million from $214.8 million aE@ecember 31, 2010. As of March 31, 2011, we hadkimg capital, defined as current
assets less current liabilities, of $222.5 millian,increase of approximately $10.4 million fronl32. million as of December 31, 2010.

In February 2011, we entered into an unsecuredtagrbement with a bank (the “Credit Agreemer®)rsuant to the Credit Agreement,
we can request, from time to time until Februarg20advances in an amount not to exceed an aggrpgatipal amount of $50.0 million, the
proceeds of which can be used for working capéglirements and other general corporate purposesagreement also covers advances for
commercial letters of credit. We currently haveoaistanding letter of credit for a capital purchdeposit; as of March 31, 2011, this letter of
credit totaled approximately $0.5 million. The tarpf the credit agreement require us to remaimimpiance with certain modified quick ra
and tangible net worth financial and other covesanhich we are in compliance with.

Our operating activities generated cash of $5.Tioniin the three months ended March 31, 2011 edriprimarily by i) net income of
$9.9 million, which included the impact of non-catgpreciation, amortization and stock-based conmgiemsexpenses totaling $3.7 million,
$0.2 million and $2.5 million, respectively, ii) amcrease in prepaid expenses and other asselsdbfifllion, due primarily to the amortization
of prepaid legal expenses in the first quarter@ff12 These sources of cash were partially offsgt)lan increase in accounts receivable of $7.6
million, related to
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increased customer shipments in the first quaft@0dl compared to the fourth quarter of 2010aigecrease in accounts payable of $2.9
million related to the timing of invoice paymenbpessing, and iii) a decrease in deferred incomsates to distributors of $1.3 million, due
primarily to a decrease in our distributor invegttavels compared to the prior quarter, reducirgriated deferred revenue.

Our operating activities generated cash of $161Bamiin the three months ended March 31, 2010sedriprimarily by i) net income of
$12.3 million, which included the impact of non-eatepreciation, amortization and stock-based cosgiem expenses totaling $2.8 million,
$0.2 million and $2.0 million, respectively, ii) amcrease in accounts payable of $6.3 million exlab increased production demand and iii)
increased deferred income on sales to distributb$2.9 million related to increased shipmentshia first quarter of 2010 compared to the
quarter. These sources of cash were partially fffigé) an increase in accounts receivable of $&il8on, related to increased customer
shipments and ii) increased inventory of $5.2 willto accommodate the increase in demand.

Our investing activities in the three months entfiedch 31, 2011 resulted in a $29.9 million useastg consisting of; (i) $10.2 million
net purchases of held-to-maturity investments ${i)2 million for purchases of property and equiptnéii) $6.9 million paid in relation to the
acquisition of QSpeed (see Note 14 of Notes to €nseld Consolidated Financial Statements relatedrtacquisitions), and (iv) $5.5 million
net, in connection with our lease line of crediSemiSouth Laboratories (see Note 17 of Notes twd€osed Consolidated Financial Stater
related to our lease line to SemiSouth). Our inmgsdctivities in the three months ended March2811,0 resulted in a $29.5 million use of c:
consisting of $24.4 million of net purchases ofthl-maturity investments, $3.4 million for purckaof property and equipment, and $1.8
million as an advance to purchase the assets eddyrstage research and development company wraatventually acquired (see Note 14 of
Notes to Condensed Consolidated Financial Statesmelztted to our acquisition of an ei-stage research and development company).

In the three months ended March 31, 2011, we redeb6.2 million, net, from financing activities. Wexeived $7.3 million from the
issuance of common stock, including the exercisengbloyee stock options and the issuance of shiaresgh our employee stock purchase
plan. These receipts were partially offset by $tidion for the payment of dividends to stockholsler

In the three months ended March 31, 2010, we redeBB.0 million, net, from financing activities. Wexeived $10.0 million from the
issuance of common stock, including $8.3 millioonfrthe exercise of employee stock options, and &dllibn from the issuance of shares
through our employee stock purchase plan. Thesgptsovere partially offset by the use of $6.0 ioillfor the repurchase of our common
stock, $1.4 million for the payment of dividendsstockholders and $0.8 million for the repurchase iBetirement of shares related to emplc
income tax withholding.

We paid dividends on a quarterly basis in 2010cWhesulted in approximately a $1.4 million useash each quarter. In October 2010,
our board of directors declared an additional fpueirterly cash dividends in the amount of $0.05sbare to be paid to stockholders of record
at the end of each quarter in 2011. The first quirdividend payment of approximately $1.4 milliaas made on March 31, 2011, to
stockholders of record as of February 28, 2011 eWfeect that each of the remaining quarterly divittewill result in a similar use of cash. The
declaration of any future cash dividend is at tisertion of the board of directors and will depemdour financial condition, results of
operations, capital requirements, business comditemd other factors, as well as a determinatiahdaish dividends are in the best interest of
our stockholders.

In May, 2009, we announced that our board of dimechad authorized the use of up to $25 milliontifier repurchase of shares of our
common stock. From May 14, 2009 to December 3192@@ purchased 0.5 million shares of our commoaokstor approximately $11.0
million, and in the first two quarters of 2010 warghased 0.4 million shares of our common stockafiproximately $14.0 million (including
fees), concluding this repurchase program.

In February 2011, our board of directors authoriteduse of an additional $50 million for the reghase of our common stock.
Repurchases will be executed according to certardpfined price/volume guidelines set by the badrdirectors; the guidelines do not
provide for repurchases at current stock priceltevighere is no expiration date for this stock repase program.
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As of March 31, 2011 we have a contractual oblgyatelated to income tax, which is comprised prilpaf unrecognized tax benefits
approximately $30.7 million. The tax obligation waassified as longerm income taxes payable and a portion is recoirlééferred tax asse
in our consolidated balance sheet. The settlemenghfor our income tax liabilities cannot be datmed; however, they are not expected to
be due within the next year.

In the first quarter of 2011, the IRS informed lattit intends to propose adjustments to our taxatdome for fiscal years 2003 thru 2!
related to our intercompany research and developoust-sharing arrangement and related issues.alievb the IRSS position with respect
the proposed adjustment is inconsistent with appleEtax law, and that we have a meritorious deféaur position. Accordingly, we intend
to continue to challenge the IRS’s position on thiter vigorously. While we believe the IRZsserted position on this matter is not supp
by applicable law, we may be required to make &uftil payments to the IRS pending resolution of thatter. If this matter is litigated and
IRS is able to successfully sustain its positiam, results of operations and financial conditionldde materially and adversely affected.
Resolution of this matter is not anticipated wittiie next year.

In February 2011, we entered into an agreementaige a lease line for the financing of capitaliggnent, in connection with our
investment in SemiSouth Laboratories. Under the tefrthe agreement, SemiSouth Laboratories carowoup to $15.5 million through
January 2013. As of March 31, 2011, $5.7 milliod baen funded under this arrangement, less paymathtseld (see Note 17 of Notes to
Condensed Consolidated Financial Statements fthdudetails on our lease line to SemiSouth).

There were no material changes outside of the ardicourse of business in our contractual commitmegported in our Annual Report
on Form 10-K for the year ended December 31, 2010.

If our operating results deteriorate during the agrder of 2011, either as a result of a decreasastomer demand, or severe pricing
pressures from our customers or our competitorfgrasther reasons, our ability to generate positigsh flow from operations may be
jeopardized. In that case, we may be forced tmuseash, cash equivalents and s-term investments, use our current financing ok see
additional financing from third parties to fund ayperations. We believe that cash generated fragnatipns, together with existing sources of
liquidity, will satisfy our projected working capitand other cash requirements for at least the Xf2months.

Recent Accounting Pronouncements
On January 1, 2011, we adopted the following actiogmpronouncements:

In December 2010, FASB issued Accounting Standdmptate (ASU) No. 2010-29Business CombinatiofdSC Topic 805). The
amendments in this update specify that if a pudsitity presents comparative financial statemehtsehtity should disclose revenue and
earnings of the combined entity as though the lssicombination(s) that occurred during the culyeat had occurred as of the beginning of
the comparable prior annual reporting period oftye amendments also improve the usefulness ofrthéopna revenue and earnings
disclosures by requiring a description of the natamd amount of material, nonrecurring pro formastthents that are directly attributable to
the business combination(s). The amendments inugfdate were effective for fiscal years, and imbepieriods within those years, beginning
after December 15, 2010. The adoption of this ABthe first quarter of 2011 did not have a matengdact on our condensed consolidated
financial statements.

In December 2010, FASB issued ASU No. 201048tangibles - Goodwill and Othg ASC Topic 350). Under Topic 350 on goodwill
and other intangible assets, testing for goodwipairment is a two-step test. When a goodwill impaint test is performed (either on an
annual or interim basis), an entity must assessheh¢he carrying amount of a reporting unit exseiésifair value (Step 1). If it does, an entity
must perform an additional test to determine whegioedwill has been impaired and to calculate thewnt of that impairment (Step 2). The
amendments in this update modify Step 1 of the gidlbonpairment test for reporting units with zeoo negative carrying amounts. For those
reporting units, an entity is required to perforteB2 of the goodwill impairment test if it is mdileely than not that a goodwill impairment
exists. In determining whether it is more likelathnot that goodwill impairment exists, an entipsld consider whether there are any adverse
gualitative factors indicating that impairment megst. The qualitative factors require that goodlaila reporting unit be tested for impairment
between annual tests if an event occurs or circamesss change that would more likely than not redloedair value of a reporting unit
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below its carrying amount. The amendments in thidate were effective for fiscal years, and integpi@niods within those years, beginning a
December 15, 2010. The adoption of this ASU infitse quarter of 2011 did not have a material intgatour condensed consolidated
financial statements.

In January 2010, the FASB issued Accounting Statgldipdate (“ASU”) No. 2010-06 Fair Value Measurements and Disclosures (T
820): Improving Disclosures about Fair Value Instants.” ASU No. 2010-06 amends ASC 820 to requdditeonal disclosures regarding fair
value measurements. Specifically, the ASU requérggties to disclose the amounts and reasonsdaifgiant transfers between Level 1 and
Level 2 of the fair value hierarchy, to disclosagens for any transfers in or out of Level 3 andeparately disclose information in the
reconciliation of recurring Level 3 measurementsudipurchases, sales, issuances and settlemeatddition, the ASU also amends ASC 820
to clarify certain existing disclosure requiremetzcept for the requirement to disclose informatidout purchases, sales, issuances and
settlements in the reconciliation of recurring Le¥@neasurements separately, the amendments to828@ade by ASU No. 2010-06 were
effective for the Company’s 2010 interim and anmeglorting periods. The requirement to separatisiglase purchases, sales, issuances and
settlements of recurring Level 3 measurements wieetive for the Company’s 2011 interim and anmeglbrting periods. The adoption of
these provisions did not have a material impaaancondensed consolidated financial statements.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

There has not been a material change in our expasunterest rate and foreign currency risks ftbat described in our 2010 Annual
Report on Form 10-K.

Interest Rate RislOur exposure to market risk for changes in interasts relates primarily to our investment portoliVe consider cash
invested in highly liquid financial instruments tvia remaining maturity of three months or lessaa¢ @f purchase to be cash equivalents.
Investments in highly liquid financial instrumemtgh maturities greater than three months but angér than one year from the balance sheet
date are classified as short-term investments stnvents in highly liquid financial instruments withaturities greater than one year from the
balance sheet date are classified as long-ternstments. We do not use derivative financial instota in our investment portfolio to manage
our interest rate risk, foreign currency risk, or &ny other purpose. We invest in high-credit fiuadsuers and, by policy, limit the amount of
credit exposure to any one issuer. As stated irpolicy, we seek to ensure the safety and predervaf our invested principal funds by
limiting default risk, market risk and reinvestmeisk. We mitigate default risk by investing in eand high-credit quality securities and by
constantly positioning our portfolio to respond eggriately to a significant reduction in a crediting of any investment issuer, guarantor or
depository. The portfolio includes only marketadéeurities with active secondary or resale marcetacilitate portfolio liquidity. We do not
hold any instruments for trading purposes. At Ma3th2011 and December 31, 2010, we held primagsh equivalents and short-term and
long-term investments with fixed interest rates.

Foreign Currency Exchange Ridke transact business in various foreign countfs. primary foreign currency cash flows are in Asia
and Western Europe and involve a contract withafreur suppliers (OKI). Currently, we do not empkyoreign currency hedge program
utilizing foreign currency forward exchange contsatiowever, the contract prices to purchase wéifens OKI are denominated in Japanese
yen and the agreement allows for mutual sharintg@impact of the exchange rate fluctuation betwkgranese yen and the U.S. dollar.
purchase price is fixed at a base rate and allowsdme sharing of the impact of exchange ratauhatons from the base rate.

One of our other major suppliers, Epson, contrpdtes to purchase wafers in U.S. dollars howetheragreement with Epson also
allows for mutual sharing of the impact of the exwhe rate fluctuation between Japanese yen and.ghalollar. Each year, our management
and Epson review and negotiate pricing; the netgatipricing is denominated in U.S. dollars butubject to contractual exchange rate
provisions. The fluctuation in the exchange ratehiared equally between both parties. Neverthetbssiges in the exchange rate between the
U.S. dollar and the Japanese yen could subjearags profit and operating results to the potefidiamaterial fluctuations.
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ITEM 4. CONTROLS AND PROCEDURES.
Limitation on Effectiveness of Contrc

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

Evaluation of Disclosure Controls and Procedu

Management is required to evaluate our disclosongrels and procedures, as defined in Rule 13a}1B{ger the Securities Exchange
Act of 1934 (the “Exchange Act”). Disclosure coérand procedures are controls and other procediesigned to provide reasonable
assurance that information required to be disclasedr reports filed under the Exchange Act, saslhis 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 containts procedures designed to provide reasonablesasguthat such information is
accumulated and communicated to our managemehigding our Chief Executive Officer and Chief Fin@iOfficer as appropriate to allow
timely decisions regarding required disclosure. @iaclosure controls and procedures include compisre our internal control over financial
reporting, which consists of control processesgiexi to provide reasonable assurance regardinglibbility of our financial reporting and
the preparation of financial statements in accordamith generally accepted accounting principlethenU.S. To the extent that components of
our internal control over financial reporting aneluded within our disclosure controls and proceduthey are included in the scope of our
periodic controls evaluation. Based on our manag¢ésievaluation (with the participation of our pripal executive officer and principal
financial officer), our principal executive officand principal financial officer have concludedttbar disclosure controls and procedures (as
defined in Rules 13a-15(e) and 15d-15(e) undeEttehange Act) were effective as of the end of thegal covered by this report.

Changes in Internal Control over Financial Repogtin

There were no changes in our internal control dwancial reporting during the quarter ended Ma3th2011, which materially affected,
or are reasonably likely to materially affect, anternal control over financial reporting.

PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

Information with respect to this item may be foundNotel12, Legal Proceedings, in Notes to Conde@mtsolidated Financial
Statements included earlier in this Quarterly ReporForm 10-Q, which information is incorporateztéin by reference.

ITEM 1A. RISK FACTORS

In addition to the other information in this repptihe following factors should be considered cdigfn evaluating our business before
purchasing shares of our stock. The risks facingbusiness have not changed substantively frometbd@sussed in our Annual Report
Form 1(-K for the year ended December 31, 2010, excephfige risk factors below designated by an astérsk

Our quarterly operating results are volatile andfiiult to predict. If we fail to meet the expeaat of public market analysts or
investors, the market price of our common stock deyease significantlyOur net revenues and operating results havedrargmificantly in
the past, are difficult to forecast, are subjeatumerous factors both within and outside of ourtid, 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 volume and timing of orders received from coscs;
e competitive pressures on selling pric
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the demand for our products declining in the majoit markets we serve, which may occur due to cdtiyeetactors, suppl-chain
fluctuations or changes in macroeconomic conditi

the volume and timing of delivery of orders platwdus with our wafer foundries and assembly subegtdrs;
the inability to adequately protect or enforce imtiellectual property rights
fluctuations in exchange rates, particularly thehange rate between the U.S. dollar and the Japyees

an audit by the Internal Revenue Service, whidsgerting that we owe additional taxes relating tamber of tax relate
positions;

continued impact of recently enacted changes iargéss laws and regulations, including potentigks resulting from our
evaluation of internal controls under the Sarb-Oxley Act of 2002

expenses we are required to incur (or choose to)ime connection with our intellectual propertiidations;
the lengthy timing of our sales cyc

undetected defects and failures in meeting thetesgaxifications required by our produc

reliance on international sales activities for bstantial portion of our net revenu:

our ability to develop and bring to market new prod and technologies on a timely ba

the ability of our products to penetrate additiomalrkets;

our ability to attract and retain qualified perseh

risks associated with acquisitions and strategiestments

our ability to successfully integrate, or realine expected benefits from, our acquisitic

changes in environmental laws and regulationsudling with respect to energy consumption and ckntdtange; an
earthquakes, terrorists acts or other disas

We do not have long-term contracts with any of@wstomers and if they fail to place, or if they aror reschedule orders for our
products, our operating results and our businesy sdfer.Our business is characterized by short-term custongers and shipment
schedules. Our customer base is highly concentratetia relatively small number of distributors,Nd=Eand merchant power supply
manufacturers account for a significant portiomof revenues. Our top ten customers, includingitligbrs, accounted for 67% and 62% of
our net revenues for the quarter ended March 311 20d the year ended December 31, 2010, resplgctiee ordering patterns of some of
our existing large customers have been unpreditalthe past and we expect that customer-ordg@tigrns will continue to be unpredictable
in the future. Not only does the volume of unitdemed by particular customers vary substantialynfperiod to period, but also purchase
orders received from particular customers oftely waibstantially from early oral estimates provitigdhose customers for planning purposes.
In addition, customer orders can be canceled ehezhiled without significant penalty to the custonhe the past, we have experienced
customer cancellations of substantial orders fasoas beyond our control, and significant candetiatcould occur again at any time.

Intense competition in the high-voltage power syppdustry may lead to a decrease in our averadiingeprice and reduced sales
volume of our productd.he high-voltage power supply industry is intenssynpetitive and
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characterized by significant price sensitivity. Quoducts face competition from alternative tecbga@s, such as linear transformers, discrete
switcher power supplies, and other integrated audith solutions. If the price of competing solutiotlecreases significantly, the cost
effectiveness of our products will be adverselgetiéd. If power requirements for applications irickitour products are currently utilized go
outside the cost-effective range of our produases of these alternative technologies can be used oost effectively. In addition, as our
patents expire, our competitors could legally bagimg the technology covered by the expired patentheir products, potentially increasing
the performance of their products and/or decreatsiagost of their products, which may enable aumgetitors to compete more effectively.
Our current patents may or may not inhibit our cetitprs from getting any benefit from an expiredgms. Our U.S. patents have expiration
dates ranging from 2011 to 2028. We cannot asbateour products will continue to compete favoratmyhat we will be successful in the face
of increasing competition from new products andagr@ements introduced by existing competitors or cempanies entering this market. We
believe our failure to compete successfully inttigh-voltage power supply business, including dailitg to introduce new products with
higher average selling prices, would materiallynhaur operating results.

If demand for our products declines in our majod enarkets, our net revenues will decreasémited number of applications of our
products, such as cellphone chargers, standby pswpglies for PCs, and power supplies for homeiappes comprise a significant percent
of our net revenues. We expect that a significawll of our net revenues and operating resultsowiltinue to be dependent upon these
applications in the near term. The demand for tipesducts has been highly cyclical and has beemétel by economic downturns in the p
Any economic slowdown in the end markets that weeseould cause a slowdown in demand for our ICselVour customers are not
successful in maintaining high levels of demandtifi@ir products, their demand for our ICs decreasbgh adversely affects our operating
results. Any significant downturn in demand in thesarkets would cause our net revenues to deaideauld cause the price of our stock to
fall.

We depend on third-party suppliers to provide uhwiafers for our products and if they fail to pig us sufficient quantities of wafers,
our business may suffeiWe have supply arrangements for the productionaférs with OKI, XFAB and Epson. Our contractshwithese
suppliers expire in April 2018, December 2012 armt@&nber 2020, respectively. Although certain aspefcour relationships with OKI
(purchased by Rohm Co. of Japan as of October(8)2XFAB and Epson are contractual, many imporéaspiects of these relationships
depend on their continued cooperation. We canmstraghat we will continue to work successfullymw@KI, XFAB and Epson in the future,
and that the wafer foundriesapacity will meet our needs. Additionally, onentore of these wafer foundries could seek an eartihation of
our wafer supply agreements. Any serious disrugtidhe supply of wafers from OKI, XFAB or Epsonutt harm our business. We estimate
that it would take 12 to 24 months from the timeidentified an alternate manufacturing source twdpce wafers with acceptable
manufacturing yields in sufficient quantities toeheur needs.

Although we provide our foundries with rolling faasts of our production requirements, their abtlityrovide wafers to us is ultimately
limited by the available capacity of the wafer fdan Any reduction in wafer foundry capacity avaikito us could require us to pay amounts
in excess of contracted or anticipated amountsvéder deliveries or require us to make other cosices to meet our customers’ requirements,
or may limit our ability to meet demand for our guats. Further, to the extent demand for our prtedexceeds wafer foundry capacity, this
could inhibit us from expanding our business amuinheelationships with our customers. Any of thegeaessions or limitations could harm our
business.

If our third-party suppliers and independent sulbi@mtors do not produce our wafers and assemblérosined products at acceptable
yields, our net revenues may decline. We deperiddependent foundries to produce wafers, and inti#grg subcontractors to assemble
test finished products, at acceptable yields ardktiver them to us in a timely manner. The failafeéhe 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 rexgugur manufacturers to use a higitage molding compounds that have been avaifabie
only a few suppliers. These compounds and thetifipe processing conditions require a more exgdivel of process control than normally
required for standard IC packages. Unavailabilftassembly materials or problems with the assemiigess can materially and adversely
affect yields, timely delivery and cost to manutaet We may not be able to maintain acceptableyiel the future.

In addition, if prices for commodities used in guoducts increase significantly, raw material costsild increase for our suppliers wh
could result in an increase in the prices our seppktharge us. (Recent increases in the priceldf gvhich is used in our IC packages, have in
fact increased our product costs to some degreethd extent we are not able to pass these codts@m customers; this would have an
adverse effect on our gross margins.
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If we are unable to adequately protect or enforaeiatellectual property rights, we could lose matishare, incur costly litigation
expenses, suffer incremental price erosion or \@eable assets, any of which could harm our openatand negatively impact our
profitability. Our success depends upon our ability to continueeminological innovation and protect our inteliled property, including
patents, trade secrets, copyrights and khow- We are currently engaged in litigation to eaéoour intellectual property rights, and assodi
expenses have been, and are expected to remagrjahahd have adversely affected our operatinglt®sVe cannot assure that the steps we
have taken to protect our intellectual propertyl vl adequate to prevent misappropriation, ordltars will not develop competitive
technologies or products. From time to time, weeheaceived, and we may receive in the future, conications alleging possible infringem:
of patents or other intellectual property rightsotifers. Costly litigation may be necessary to m@dmur intellectual property rights or to deft
us against claimed infringement. The failure toa@ibhecessary licenses and other rights, andigation arising out of infringement claims
could cause us to lose market share and harm cimdas.

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

Fluctuations in exchange rates, particularly theleange rate between the U.S. dollar and the Japapes, may impact our gross
margin. The contract prices to purchase wafers from QEldenominated in Japanese yen, and the contiaesfo purchase wafers from
Epson is denominated in U.S. dollars. The agreesngitlh these vendors allow for mutual sharing @fithpact of the exchange rate fluctuat
between Japanese yen and the U.S. dollar. Nevesthathanges in the exchange rate between theltll&. and the Japanese yen could su
our gross profit and operating results to the pidefor material fluctuations.

* We are being audited by the Internal Revenue Sewitdch is asserting that we owe additional tavedating to a number of tax related
positions, and if we are not successful in defemdinr positions we may be obligated to pay add#idaxes, as well as penalties and inter
and may also have a higher effective income taxirathe future Our operations are subject to income and traimsataxes in the United
States and in multiple foreign jurisdictions anddgiew or audit by the IRS and state, local andifm tax authorities. In connection with an
IRS audit of our United States federal income ttunns for fiscal years 2002 and 2003, the IRS gged a material adjustment related to our
research and development cost-sharing arrangelMenare disputing the proposed adjustment, buteatafjuest of the IRS, we agreed to
rollover the disputed proposed adjustment intoatingit of our United States Federal income tax retdior fiscal years 2004 through 2006. In
the quarter ended March 31, 2011, we received Botd Proposed Adjustments from the IRS showing@sed changes to our taxable incc
for fiscal years 2003 through 2006, primarily rethto our intercompany research and developmenisbasing arrangement. The fiscal years
2007 through 2009 are also under audit by the WRiSle the IRS has not completed its audit for thgsars, we anticipate that it will again
propose an adjustment related to our intercompesgarch and development cost-sharing arrangement.

We believe the IRS’s position with respect to theppsed adjustment related to our research andafeuent cossharing arrangement
inconsistent with applicable tax law, and that vagdha meritorious defense to our position. Accalyirwe intend to continue to challenge the
IRS’s position on this matter vigorously. While welieve the IRS’s asserted position on this madteot supported by applicable law, we may
be required to make additional payments in ordeesolve this matter. If this matter is litigatettlethe IRS is able to successfully sustain its
position, our results of operations and financ@ldition could be materially and adversely affeciesolution of this matter could take
considerable time, possibly years.

Securities laws and regulations, including potelntisk resulting from our evaluation of internal mivols under the Sarbaneé3xley Act o
2002, will continue to impact our result€omplying with the requirements of the SarbangepAct of 2002 and NASDAQ's conditions for
continued listing have imposed significant legad éinancial compliance costs, and are expectedtdirtue to impose significant costs and
management burden on us. These rules and regdatisn may make it more expensive for us to olateactor and officer liability insurance,
and we may be required to accept reduced coveraigewr substantially higher costs to obtain cogeralhese rules and regulations could also
make it more difficult for us to attract and retgualified executive officers and members of
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our board of directors, particularly qualified mesnbto serve on our audit committee. Further, tifesrand regulations under the Dodd-Frank
Wall Street Reform and Consumer Protection Act,clvtdre to become effective throughout 2011, are edpected to continue to impose
significant costs and management burden on us.

Additionally, because these laws, regulations aaddards promulgated by the Sarbanes-Oxley Actaaethose promulgated under the
Dodd-Frank Act when they become effective are etqubto be, subject to varying interpretations,theplication in practice may evolve over
time as new guidance becomes available. This dealutay result in continuing uncertainty regardaggnpliance matters and additional costs
necessitated by ongoing revisions to our discloandegovernance practices.

If we do not prevail in our litigation, we will hawexpended significant financial resources, po&iytivithout any benefit, and may also
suffer the loss of rights to use certain technasgiVe are currently involved ia number of patent litigation matters and the outcofithe
litigation is uncertain. See Note 12, Legal Proéegsl in Notes to Condensed Consolidated Finaistetements in Item 1 of Part |. For
example, in one of our patent suits the infringbognpany has been found to infringe four of our peteDespite the favorable court finding,
infringing party filed an appeal to the damagesraed. In another matter, we are being sued fompat&ingement in China, where the
outcome of litigation can be more uncertain thathenUnited States. Should we ultimately be deteeaiito be infringing on another party’s
patents, or if an injunction is issued against bfenitigation is pending on those claims, suckulecould have an adverse impact on our al
to sell products found to be infringing, eithereditly or indirectly. In the event of an adversecoate, we may be required to pay substantial
damages, stop our manufacture, use, sale, or iatfmrtof infringing products, or obtain licenseshe intellectual property we are found to
have infringed. We have also incurred, and expecbntinue to incur, significant legal costs in doating these lawsuits, including the appeal
of the case we won, and our involvement in thigdiion and any future intellectual property litigen could adversely affect sales and divert
the efforts and attention of our technical and ngen@ent personnel, whether or not such litigatiore$olved in our favor. Thus, even if we are
successful in these lawsuits, the benefits ofghexess may fail to outweigh the significant legsdts we will have incurred.

Because the sales cycle for our products can bgthgnwe may incur substantial expenses beforeamergte significant revenues, if a
Our products are generally incorporated into aaust’s products at the design stage. However, m&talecisions to use our products,
commonly referred to as design wins, can oftenireqis to expend significant research and developed sales and marketing resources
without any assurance of success. These signifreaetarch and development and sales and markesngnces often precede volume sales, if
any, by a year or more. The value of any designwiinlargely depend upon the commercial succeshefcustomer’s product. We cannot
assure that we will continue to achieve design winthat any design win will result in future rewess. If a customer decides at the design ¢
not to incorporate our products into its produat, may not have another opportunity for a designwith respect to that product for many
months or years.

Our products must meet exacting specifications, amtktected defects and failures may occur which eaase customers to return or
stop buying our product®©ur customers generally establish demanding spatiifins for quality, performance and reliabilitpdeour products
must meet these specifications. ICs as complekasetwe sell often encounter development delaysraydcontain undetected defects or
failures when first introduced or after commencentgrcommercial shipments. We have from time toetim the past experienced product
quality, performance or reliability problems. Iffdets and failures occur in our products, we caxgderience 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 disspamy of which would harm our operating results.

Our international sales activities account for ebstantial portion of our net revenues, which sutgiers to substantial riskSales to
customers outside of the Americas account for,fee accounted for a large portion of our net raesnincluding approximately 96% and
95% of our net revenues for the quarter ended Matgt2011 and the year ended December 31, 201gkatdeely. If our international sales
declined and we were unable to increase domesdés,saur revenues would decline and our operatisglts would be harmed. International
sales involve a number of risks to us, including:

» potential insolvency of international distribut@nsd representative
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» reduced protection for intellectual property rigimsome countries

» the impact of recessionary environments in econsmigside the United State

» tariffs and other trade barriers and restrictic

» the burdens of complying with a variety of foremmd applicable U.S. Federal and state laws;
» foreigr-currency exchange ris

Our failure to adequately address these risks caaldce our international sales and materially aohersely affect our operating results.
Furthermore, because substantially all of our fpredales are denominated in U.S. dollars, increiasee value of the dollar cause the price of
our products in foreign markets to rise, making paducts more expensive relative to competing petsdpriced in local currencies.

If our efforts to enhance existing products andadtce new products are not successful, we mapeaable 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 timelpmea and to have these products selected for degigproducts of leading manufacturers.
New product introduction schedules are subjedbéorisks and uncertainties that typically accompdeyelopment and delivery of compl
technologies to the market place, including prodigstelopment delays and defects. If we fail to tigvand sell new products in a timely
manner then our net revenues could decline.

In addition, we cannot be sure that we will be @bladjust to changing market demands as quicldiycaist-effectively as necessary to
compete successfully. Furthermore, we cannot askateve will be able to introduce new products itimely and cost-effective manner or in
sufficient quantities to meet customer demand at tthese products will achieve market acceptanaefdlure, or our customers’ failure, to
develop and introduce new products successfullyimadimely manner would harm our business. Initéadd customers may defer or return
orders for existing products in response to theduction of new products. When a potential lidpiéxists we will maintain reserves for
customer returns, however we cannot assure thse tleserves will be adequate.

If our products do not penetrate additional marketsr business will not grow as we expé&flge believe that our future success depen
part upon our ability to penetrate additional mé&Ker our products. We cannot assure that weheilable to overcome the marketing or
technological challenges necessary to penetratéiatil markets. To the extent that a competitorgisates additional markets before we di
takes market share from us in our existing markmisnet revenues and financial condition couldrizéerially adversely affected.

We must attract and retain qualified personnel écshiccessful and competition for qualified persbisimtense in our marke©ur
success depends to a significant extent upon thinced service of our executive officers and otter management and technical personnel,
and on our ability to continue to attract, retail anotivate qualified personnel, such as experigremlog design engineers and systems
applications engineers. The competition for theapleyees 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 efficienéiplace those individuals with qualified persdnmko can smoothly transition into their
new roles, our business may suffer. We do not tavgterm employment contracts with, and we do not hay#ace key person life insuran
policies on, any of our employees.
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We are exposed to risks associated with acquisitiord strategic investment8Ve have made, and in the future intend to make,
acquisitions of, and investments in, companiedytetogies or products in existing, related or nearkets. Acquisitions involve numerous
risks, including but not limited to:

» inability to realize anticipated benefits, whichyr@cur due to any of the reasons described balofgr other unanticipated
reasons

» the risk of litigation or disputes with customesappliers, partners or stockholders of an acqaisitérget arising from a proposec
completed transactiol

* impairment of acquired intangible assets and gobb@dwia result of changing business conditiondjtetogical advancements
worse-thar-expected performance, which would adversely affectfinancial results; an

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

We also make strategic investments in other congsamihich may decline in value and/or not meetrddsibjectives. The success of
these strategic investments depends on variousr§agver which we may have limited or no contrad aequires ongoing and effective
cooperation with strategic partners. Moreover, ghieasestments are often illiquid, such that it nhaydifficult or impossible for us to monetize
such investments.

Our inability to successfully integrate, or realittee expected benefits from, our acquisitions cawldersely affect our resultdVe have
made acquisitions of other businesses, includinge@d Semiconductor Inc., and there is a risk titagration difficulties may cause us not to
realize expected benefits. The success of the sitiqas could depend, in part, on our ability talize the anticipated benefits and cost savings
(if any) from combining the businesses of the amglicompanies and our business, which may takesldgealize than expected.

Changes in environmental laws and regulations mayeiase our costs related to obsolete productsiimeaisting inventory Changing
environmental regulations and the timetable to am@nt them continue to impact our customers’ denfi@ndur products. As a result there
could be an increase in our inventory obsolescensts for products manufactured prior to our custamadoption of new regulations.
Currently we have limited visibility into our custers’ strategies to implement these changing enmiemtal regulations into their business.
The inability to accurately determine our custorstistegies could increase our inventory costateel to obsolescence.

In the event of an earthquake, terrorist act oresttisaster, our operations may be interrupted andbusiness would be harmeaur
principal executive offices and operating facibt@re situated near San Francisco, Californiajaost of our major suppliers, which are wafer
foundries and assembly houses, are located in #rabhave 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 recent earthquake and tsunami
in Japan, we or one or more of our major supplieay be temporarily unable to continue operatiortsrany suffer significant property
damage. Any interruption in our ability or thatafr major suppliers to continue operations couldylthe development and shipment of our
products and have a substantial negative impaouofinancial statements.

Like other U.S. companies, our business and opgragisults are subject to uncertainties arisingpbettonomic consequences of current
and potential military actions or terrorist actiet and associated political instability, and tinpact of heightened security concerns on
domestic and international travel and commerces@&hmcertainties could also lead to delays or detioms of customer orders, a general
decrease in corporate spending or our inabilityffectively market and sell our products. Any aégk results could substantially harm our
business and results of operations, causing aaia our revenues.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES ANDSE OF PROCEEDS

In February 2011, our board of directors authoritteduse of an additional $50 million for the reghase of our common stock.
Repurchases will be executed according to certardpfined price/volume guidelines set by the badrdirectors; the guidelines do not
provide for repurchases at current stock pricel$evihis program commenced in February 2011, aschbaexpiration date.
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ITEM 6. EXHIBITS

See the Exhibit Index immediately following thersigure page to this Quarterly Report on FornQl.@vhich is incorporated by referer
here.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdRBport to be signed on its behalf

by the undersigned, thereunto duly authorized.

Dated: May 5, 201
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By: /s/ SaANDEEPN AYYAR

Sandeep Nayy:

Chief Financial Officer (Duly Authorized Officer drPrincipal
Financial Officer and Chief Accounting Offic)
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INDEX TO EXHIBITS

EXHIBIT
NUMBER DESCRIPTION
3.1 Restated Certificate of Incorporation. (As filedlwihe SEC as Exhibit 3.1 to our Annual Report omfr10-K on March 16,
1999, SEC File No. 0(-23441.)
3.2 Certificate of Amendment to Restated Certificaténarporation. (As filed with the SEC as Exhibi83o our Annual Report on
Form 1(-K on March 22, 2002, SEC File No. (-23441.)
3.3 Form of Certificate of Designation, Preferences Bights of the Terms of the Series A Preferred ISfidbed as Exhibit A to the
Form of Rights Agreement between us and BankBastdn, dated February 24, 1999. (As filed with tHeCSas Exhibit 1 to ot
Current Report on Form-K on March 12, 1999, SEC File No. (-23441.)
3.4 Certificate of Amendment to Restated Certificaténarporation. (As filed with the SEC as Exhibit 2o our Current Report on
Form &K on November 9, 2007, SEC File No. -23441.)
3.5 Amended and Restated Bylaws. (As filed with the SISExhibit 3.2 to our Current Report on Form 8+KNpvember 9, 2007,
SEC File No. 00-23441.)
4.1 Reference is made to Exhibits 3.1 to {
10.1 Amendment No. 2 to Wafer Supply Agreement, as ameéndetween Seiko Epson Corporation and Powerriiiegs
International, Ltd., entered into on January 5,22(As filed with the SEC as Exhibit 10.47 to ourrAral Report on Form 10-K
on February 25, 2011, SEC File No. -23441).
10.2 2011 Executive Compensation Arrangements (Descrilbeiér Item 5.02 of our Current Report on Form &&Kfiled with the
SEC on January 31, 2011, SEC File No.-23441.)
311 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
31.2 Certification of Chief Financial Officer pursuant $ection 302 of the Sarba-Oxley Act of 2002
32.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 2002.**
32.2 Certification of Chief Financial Officer pursuat $ection 906 of the Sarba-Oxley Act of 2002.**
101.INS XBRL Instance Documer
101.SCtH XBRL Taxonomy Extension Schema Docum
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh
101.LAB XBRL Taxonomy Extension Label Linkbase Docum
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

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

**  The certifications attached as Exhibits 32.1 &2d2 accompanying this Form 10-Q, are not deeritediWith the SEC, and are not to be
incorporated by reference into any filing of Powsegrations, Inc. under the Securities Act of 19%88amended, or the Securities
Exchange Act of 1934, as amended, whether madeebefafter the date of this Form 10-Q, irrespexti¥ any general incorporation
language contained in such filir
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Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

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

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or améitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andéav

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared

(b) Designed such internal control over financegdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

(d) Disclosed in this report any change in thesggnt's internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affette registrans internal control ove
financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfws persons performing the equivalent
functions):

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqmbrt financial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a simiifiole in the registrant’s
internal control over financial reporting.

Dated: May 5, 201 By: /s/ BALU BALAKRISHNAN
Balu Balakrishnai
Chief Executive Office




Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

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

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&ts.under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtg,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andéav

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared

(b) Designed such internal control over financegdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

(d) Disclosed in this report any change in thesggnt's internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affette registrans internal control ove
financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfws persons performing the equivalent
functions):

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqmbrt financial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a simiifiole in the registrant’s
internal control over financial reporting.

Dated: May 5, 201 By: /s/ SANDEEP NAYYAR
Sandeep Nayye
Chief Financial Office




Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

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

In connection with the Quarterly Report of Powetegrations, Inc. (the “Company”) on Form 10-Q foe guarter ended March 31, 2011,
as filed with the Securities and Exchange Commiseiothe date hereof (the “Report”), |, Balu Balsknan, Chief Executive Officer of the
Company, pursuant to 18 U.S.C. Section 1350, agtadgursuant to Section 906 of the Sarbanes-Oxieyf 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 Secwitgchange Act of 1934, as amen

and
(2) The information contained in the Report fajphesents, in all material respects, the finanaaldition and results of operations of the
Company.

Dated: May 5, 201 By: /S/_ BALU BALAKRISHNAN

Balu Balakrishnal
Chief Executive Office

A signed original of this written statement requitey Section 906, or other document authenticatiognowledging, or otherwise
adopting the signature that appears in typed forithiw the electronic version of this written statemh required by Section 906, has been
provided to the Registrant and will be retainedtfoy Registrant and furnished to the Securities Bxchange Commission or its staff ug
request.



Exhibit 32.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

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

In connection with the Quarterly Report of Powetegrations, Inc. (the “Company”) on Form 10-Q foe guarter ended March 31, 2011,
as filed with the Securities and Exchange Commisseiothe date hereof (the “Report”), I, SandeepyldayChief Financial Officer of the
Company, pursuant to 18 U.S.C. Section 1350, agtadgursuant to Section 906 of the Sarbanes-Oxi¢yf 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 Secwitgchange Act of 1934, as amen

and
(2) The information contained in the Report fajphesents, in all material respects, the finanaaldition and results of operations of the
Company.

Dated: May 5, 201 By: /S/ SANDEEP NAYYAR

Sandeep Nayy:
Chief Financial Office!

A signed original of this written statement requitey Section 906, or other document authenticatiognowledging, or otherwise
adopting the signature that appears in typed forithiw the electronic version of this written statemh required by Section 906, has been
provided to the Registrant and will be retainedtfoy Registrant and furnished to the Securities Bxchange Commission or its staff ug
request.



