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Special Note Regarding Forward Looking and Cautionary Statements

This Annual Report on Form 10-K (the “Form 10-K”) contains “forward-looking statements” within the meaning of
Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”). We may also make forward-looking statements in other
reports filed with the Securities and Exchange Commission (“SEC”), in materials delivered to shareholders and in press
releases. In addition, Company representatives may make oral forward-looking statements from time to time.
Forward-looking statements are statements other than historical information or statements of current condition and
relate to matters such as our future financial performance, future operational performance, and our plans, objectives
and expectations. Some forward-looking statements may be identified by use of terms such as “expects,” “anticipates,’
“intends,” “estimates,” “believes,” “projects,” “should,” “will,” “plans” and similar words.

Forward-looking statements should be considered in conjunction with the cautionary statements contained in Item 1A
“Risk Factors” and elsewhere in this Form 10-K, in our other filings with the SEC, and in material incorporated herein
and therein by reference. In light of the risks and uncertainties inherent in all such projected matters, forward-looking
statements should not be regarded as a representation by the Company or any other person that our objectives or plans
will be achieved or that any of our operating expectations or financial forecasts will be realized. Financial results
could differ materially from those projected in forward-looking statements due to known or unknown risks. We
assume no obligation to update or revise any forward-looking statements, whether as a result of new information,
future events or otherwise.

In addition to regarding forward-looking statements with caution, you should consider that the preparation of the
consolidated financial statements requires us to draw conclusions and make interpretations, judgments, assumptions
and estimates with respect to certain factual, legal, and accounting matters. Our financial statements might have been
materially impacted if we had reached different conclusions or made different interpretations, judgments, assumptions
or estimates.

B
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PART I

Item 1. Business

General

Unless the context otherwise requires, the use of the terms “Semtech,” “the Company,” “we,” “us” and “our” in this Annual
Report on Form 10-K refers to Semtech Corporation and, as applicable, its consolidated subsidiaries. We are a leading
supplier of analog and mixed-signal semiconductor products and were incorporated in Delaware in 1960. We design,
develop and market a wide range of products for commercial applications, the majority of which are sold into the
enterprise computing, communications, high-end consumer and industrial end-markets.

Enterprise Computing: datacenters, passive optical networks, optical receiver and transceiver, desktops, notebooks,
servers, graphic boards, monitors, printers and other computer peripherals.

Communications: base stations, backplane, optical networks, carrier networks, switches and routers, cable modems,
signal conditioners, wireless LAN and other communication infrastructure equipment.

High-End Consumer: handheld products, set-top boxes, digital televisions, tablet computers, digital video recorders,
thunderbolt and fiberless high-speed interfaces and other consumer equipment.

Industrial: broadcast studio equipment, automated meter reading, military and aerospace, medical, security systems,
automotive, industrial and home automation, video security and surveillance and other industrial equipment.

Our end-customers are primarily original equipment manufacturers and their suppliers, including Alcatel-Lucent,
Cisco Systems, Inc., Huawei Technologies Co., Ltd., LG Electronics, Motorola, Nokia Siemens Networks, Itron,
Apple, Phonak International, Research In Motion Limited, Samsung Electronics Co., and ZTE Corporation.

Overview of the Semiconductor Industry

The semiconductor industry is broadly divided into analog and digital semiconductor products. Analog
semiconductors condition and regulate “real world” functions such as temperature, speed, sound and electrical current.
Digital semiconductors process binary information, such as that used by computers. Mixed-signal devices incorporate
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both analog and digital functions into a single chip and provide the ability for digital electronics to interface with the
outside world.

3




Edgar Filing: SEMTECH CORP - Form 10-K

The market for analog and mixed-signal semiconductors differs from the market for digital semiconductors. The
analog and mixed-signal industry is typically characterized by longer product life cycles than the digital industry. In
addition, analog semiconductor manufacturers tend to have lower capital investment requirements for manufacturing
because their facilities tend to be less dependent than digital producers on state-of-the-art production equipment to
manufacture leading edge process technologies. The end-product markets for analog and mixed-signal semiconductors
are more varied and more specialized than the relatively standardized digital semiconductor product markets.
Another difference between the analog and digital markets is the amount of available talented labor. The analog
industry relies more heavily than the digital industry on design and applications talent to distinguish its products from
one another. Digital expertise is extensively taught in universities due to its overall market size, while analog and
mixed-signal expertise tends to be learned over time based on experience and hands-on training. Consequently,
personnel with analog training are scarcer than digital trained engineers. This has historically made it more difficult
for new suppliers to quickly develop products and gain significant market share.

Advancements in digital processing technology typically drive the need for corresponding advancements in analog
and mixed-signal solutions. We believe that the diversity of our applications allows us to take advantage of areas of
relative market strength and reduces our vulnerability to competitive pressure in any one area.

Business Strategy

Our objective is to be a leading supplier of analog and mixed-signal semiconductor devices to the fastest growing
areas of our target markets. We intend to leverage our pool of skilled technical personnel to develop new products, or,
where appropriate, use acquisitions to either accelerate our position in the fastest growing areas or to gain entry into
these areas. In order to capitalize on our strengths in analog and mixed-signal processing design, development and
marketing, we intend to pursue the following strategies:

Leverage our rare analog design expertise

We have developed a strategy to invest heavily in human resources needed to define, design and market
high-performance analog platform products. We have built a team of experienced engineers who combine industry
expertise with advanced semiconductor design expertise to meet customer requirements and enable our customers to
get their products to market rapidly. We intend to leverage this strategy to achieve new levels of integration, power
reduction and performance, enabling our customers to achieve differentiation in their end systems.

Continue to release proprietary new products, achieve new design wins, and cross-sell products

We are focused on developing unique, new, proprietary products that bring value to our target customers in our target
markets. These products typically are differentiated in performance but are priced competitively. We also focus on
achieving design wins for our products with current and future customers. Design wins are indications by the
customer that they intend to incorporate our products into their new designs. Our technical talent works closely with
our customers in securing design wins, defining new products and in implementing and integrating our products into
their systems. We also focus on selling our complete portfolio of products to our existing customers, as we believe the
technical expertise of our marketing and sales team allows us to identify and capitalize on cross-selling opportunities.
Focus on fast-growing market segments and regions

We have chosen to target the analog segments of some of the fastest growing end-markets. We participate in these
markets by focusing on specific product areas within the analog and mixed-signal market, including products for
handheld equipment, high-end consumer equipment, and communications infrastructure and certain broad-based
industrial markets. All of these markets are characterized by their need for leading-edge, high-performance analog and
mixed-signal semiconductor technologies.

The enterprise computing, communications, high-end consumer and industrial end markets we supply are
characterized by several trends that we believe drive demand for our products. The key trends that we target include:
dncreasing bandwidth over high-speed networks, fueling growth in high speed voice, video and data transmission
dncreasing electronic system requirements for smaller, lighter, highly integrated and feature rich devices

Increasing need for more efficient energy management in the home and in industrial environments and the
proliferation of “green” standards
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Our products address these market trends by providing solutions that are ultra-low power thus extending battery life,
small form factor enabling smaller devices, highly integrated enabling more functionality within devices and high
performance enabling product differentiation within our customer base. Additionally, as communications functions
are increasingly integrated into a range of systems and devices, these products require analog sensing, processing and
control capabilities, which increases the number and size of our end-markets. Finally, industrial, medical, high-end
consumer and other end-market applications have increasingly incorporated data processing and communications
features into their end systems resulting in more complex power and protection requirements, which in turn, has
broadened the opportunities for selling our power and protection devices.

We believe that certain geographic markets, such as Asia and North America represent opportunities for added sales
and end-customer diversity. Accordingly, we have bolstered our efforts in these regions to enhance our ability to
expand our customer base.

Leverage outsourced semiconductor fabrication capacity

We outsource most of our manufacturing in order to focus more of our resources on defining, developing and
marketing our products. Our primary outside wafer foundries are based in China, Israel, the United States, Europe and
Taiwan. Our largest wafer source is a foundry based in China. We believe that outsourcing provides us numerous
benefits, including capital efficiency, the flexibility to adopt and leverage emerging process technologies without
significant investment risk and a more variable cost of goods, which provides us with greater operating flexibility.
Products and Technology

We design, develop, manufacture and market high-performance analog and mixed signal semiconductor products. We
operate and account for results in one reportable segment.

On March 20, 2012, we acquired, through our wholly-owned subsidiary Semtech Canada Inc., all outstanding equity
interests of Gennum Corporation (“Gennum”) (TSX: GND), a leading supplier of high speed analog and mixed-signal
semiconductors for the optical communications and video broadcast markets.

Our primary reasons for the acquisition were to broaden our existing portfolio of high-speed communications
platforms through Gennum’s data communications and video platforms by combining Gennum’s 1 Gbps to 25 Gbps
signal integrity solutions with our 40 Gbps to 100 Gbps SerDes solutions to create one of the industry’s most complete
and robust analog and mixed signal portfolios. In addition, Gennum’s strong position in video broadcast and the
emerging HD video surveillance market further diversifies our portfolio of high-performance analog semiconductors
and provides cross-selling potential with the combined customer base.

On March 7, 2012, we completed the acquisition of Cycleo SAS (“Cycleo”), a privately held company based in France
that develops intellectual property (“IP”) for wireless long-range semiconductor products used in smart metering and
other industrial and consumer markets. This transaction, which was accounted for using the acquisition method of
accounting, complements our current wireless offerings and will bring customers a set of high-end, digitally enhanced
wireless solutions.

Our product lines include:

Protection Products. We design, develop and market high performance protection devices, which are often referred to
as transient voltage suppressors (“TVS”). TVS devices provide protection for electronic systems where voltage spikes
(called transients), such as electrostatic discharge or secondary lightning surge energy that can permanently damage
voltage sensitive complementary metal-oxide—semiconductor (“CMOS”) integrated circuits (“ICs”). Our portfolio includes
filter and termination devices that are integrated in with the transient voltage suppressor (“TVS”) devices. Our
protection products feature low capacitance, providing robust protection while preserving signal integrity in
high-speed networking and video interfaces. These products also operate at very low voltage needed for today’s low
voltage ICs. Our protection products can be found in a broad range of applications including smart phones, LCD TVs,
set-top boxes, tablet computers, notebooks, base stations, routers, and industrial instruments.

Advanced Communications Products. We design, develop and market a portfolio of proprietary advanced wired
communication, ultra-high speed Serializer/Deserializer (“SerDes”) and modulator driver products for transport
communication. These ICs perform transmission and amplification functions used in high-speed networks, at 40Gbps
and 100Gbps. Our advanced communications products also feature a leading integrated timing solution for packet
based communication networks. Our advanced communications products are used in a variety of communications and
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industrial applications.

Gennum Products. We design, develop and market a portfolio of optical communications, broadcast video, active
cable transceiver and backplane products used in a wide variety of enterprise computing, industrial, communications
and high-end

5
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consumer applications. Our broadcast video products offer advanced solutions for next generation video formats, ever
increasing data rates and evolving I/O and distance requirements. Our security and surveillance products for HDcctv
enable upgrade of analog cctv installations to full digital HD, leveraging the installed base of cabling, and our fully
integrated transmit and receive products enable the highest performance, longest reach HDcctv standards-compliant
designs. Our comprehensive portfolio of IC’s for optical transceivers, backplane applications and consumer high-speed
interfaces ranges from 100Mbps to 100Gbps and supports key industry standards such as Fibre Channel, Infiniband,
Ethernet, PON, SONET and PCI Express.
Power Management and High-Reliability Products. Power management products control, alter, regulate and condition
the power supplies within electronic systems. The highest volume product types within the power management
product line are switching voltage regulators, combination switching and linear regulators, smart regulators and
charge pumps. Our power management products feature highly integrated devices for the telecom industry and
low-power, small form factor and high-efficiency products for mobile phones, notebook computers, computer
peripherals and other portable devices. The primary application for these products is power regulation for computer,
communications, high-end consumer and industrial systems. Our high-reliability discrete semiconductor products
comprised of rectifiers, assemblies (packaged discrete rectifiers) and other products are typically used to convert
alternating currents (“AC”) into direct currents (“DC”) and to protect circuits against very high voltage spikes or high
current surges. Our high-reliability products can be found in a broad range of applications including industrial,
military, medical, aerospace and defense systems, including satellite communications.
Wireless and Sensing Products. We design, develop and market a portfolio of specialized radio frequency (“RF”)
functions used in a wide variety of industrial, medical and networking applications, and specialized sensing functions
used in industrial and consumer applications. Our wireless and sensing products feature industry leading and longest
range industrial, scientific and medical (“ISM”) radio, enabling low cost of ownership and increased reliability in all
environments. Our unique sensing interface platforms can interface to any sensor and output digital data in any form.
Our wireless and sensing products can be found in a broad range of applications in the industrial, medical and
consumer markets.
Semtech End-Markets
Our products are sold to customers in the enterprise computing, communications, high-end consumer, and industrial
end-markets. Our estimates of sales by major end-markets are detailed below:

Fiscal Years

(percentage of net sales) 2013 2012 2011

Enterprise Computing 15 % 9 % 9 %
Communications 31 % 39 % 37 %
High-End Consumer 29 % 35 % 33 %
Industrial and Other 25 % 17 % 21 %
Total 100 % 100 % 100 %

We believe that our diversity in end-markets provides stability to our business and opportunity for growth.

6
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The following table depicts our main product lines and their end-market and product applications:
Specific End-Product Applications

Semtech’s
Main Product Lines

Protection

Advanced
Communications

Enterprise Computing
Desktop
PC/Notebooks,
Ultrabooks

Data centers

Servers, workstations,
notebook computers,

Power Management and add-on cards,

High-Reliability

Wireless and Sensing

Gennum

Seasonality

computer gaming
systems, printers,
copiers

Servers, data centers,
storage networks,
cloud computing,
fiber to the home

Communications
3G/4G Base stations,
10/100/10000
Routers/Switches

40G/100G ULH/LH
line cards, Optical
Modules, 4G LTE
wireless base stations

Network cards,
routers and hubs,
telecom network
boards

Backplane, LAN and
WAN routers and
switches

High-End Consumer
Smartphones, tablets,
cameras, TVs, settop
boxes

Smartphones, tablets,
cameras, TVs, settop
boxes

Smartphones, media
players, tablets, LCD
TVs, digital/still
video cameras

Thunderbolt cables

Industrial / Other
Measurement &
instrumentation
devices, Automobile

Military, aerospace

Power supplies,
industrial systems,
military, aerospace,
medical

Automated meter
readers, industrial
automation, home
security, keyless entry
hearing aids

Video broadcast,
video surveillance,
ultrasound imaging

Historically, our results have reflected some seasonality, with demand levels generally being slightly higher in the
computer and high-end consumer products segments during the third and fourth quarters of our fiscal year in
comparison to the first and second quarters.
Intellectual Capital and Product Development
The design of intellectual property (“IP”) and the resulting development of proprietary products is a critical success
factor for us. The recruiting and retaining of key technical talent is the foundation for designing, developing and
selling this IP, in the form of new proprietary products, in the global marketplace. One of our strategies to recruit this
talent is the establishment of multiple design center locations. As a result, we have design centers throughout the

world.

Circuit design engineers, layout engineers, product and test engineers, application engineers and field application
engineers are our most valuable employees. Together they perform the critical tasks of designing and laying out
integrated circuits, turning these circuits into silicon devices, and conferring with customers about designing these
devices into their applications. The majority of our engineers fit into one of these categories. Most of these engineers
have many years of experience in the design, development and layout of circuits targeted for use in protection,
advanced communications, power management and high-reliability, multimedia and data communications, and
wireless and sensing applications. We also employ a number of software engineers and systems engineers that
specialize in the development of software and systems architecture, who enable us to develop systems oriented
products in select markets.
In fiscal year 2013, we incurred $120.0 million of product development and engineering expense. This represents 21%
of net sales. Product development and engineering costs were $80.6 million or 17% of net sales and $69.6 million or
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15% of net sales in fiscal years 2012 and 2011, respectively. We intend to make further investments in research and
development in the future, which may include increasing our employee headcount and investing in design and

development equipment.

7
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Sales and Marketing

Sales made directly to customers during fiscal year 2013 were approximately 61% of net sales. The remaining 39% of
net sales were made through independent distributors. We have direct sales personnel located throughout the United
States, Europe and Asia who manage the sales activities of independent sales representative firms and independent
distributors. We expense our advertising costs as they are incurred.

We operate internationally through our wholly owned Swiss and Canadian subsidiaries, Semtech International AG and
Semtech Canada Corporation. Semtech International AG serves the European markets from its headquarters in Wil,
Switzerland and through its wholly owned subsidiaries based in France, Germany, Neuchatel — Switzerland, the United
Kingdom, China and Malaysia. Semtech International AG maintains branch offices, either directly or through one of
its wholly owned subsidiaries, in Taiwan, Korea and Japan. Semtech International AG also maintains representative
offices in China. Semtech Canada Corporation serves the North American market for GPG products from its
headquarters in Burlington, Ontario. Semtech Canada Corporation also serves the European and Japanese markets for
GPG products through its wholly owned subsidiaries in the United Kingdom and Japan. Semtech Canada Corporation
also maintains research and development facilities in Mexico and India. Independent representatives and distributors
are also used to serve customers throughout the world. Some of our distributors and sales representatives also offer
products from our competitors, as is customary in the industry.

Customers, Sales Data and Backlog

As a result of the breadth of our products and markets, we have a broad range of customers.

Representative Customers by End-Markets:

Enterprise Computing Communications High-End Consumer Industrial

Hewlett-Packard Cisco LG Electronics General Atomics

Lenovo Alcatel-Lucent Motorola Honeywell

Quanta Huawei Quanta Itron

Samsung Nokia Siemens Research in Motion ~ Phonak

LuxNet Ericsson Samsung Raytheon

Apple Samsung Sony Ericsson Nokia Siemens
ZTE Sumitomo Electric

Our customers include major original equipment manufacturers (“OEMs”) and their subcontractors in the enterprise
computing, communications, high-end consumer and industrial end-markets. Our products are typically purchased by
these customers for our performance, price, or technical support, as compared to our competitors.

During fiscal years 2013, 2012 and 2011, U.S. sales contributed 17%, 20% and 23%, respectively to our net sales.
Foreign sales constituted 83%, 80% and 77% of our net sales during fiscal years 2013, 2012 and 2011, respectively. A
majority of foreign sales were to customers located in the Asia-Pacific region, with sales to customers located in South
Korea, Japan, and China (including Hong Kong) comprising 7%, 10%, and 35% of our net sales, respectively, in fiscal
year 2013. No other foreign country comprised more than 7% of net sales in fiscal year 2013. See Note 16 to our
consolidated financial statements included in Item 8 of this report for additional financial information by geographic

region.
A summary of net sales by region follows.
Sales by Region

Fiscal Years
(in thousands, except 2013 2012 2011
percentages)
North America $98,401 17 % $114,552 24 % $112,404 25 %
Asia-Pacific 405,179 70 % 298,477 62 % 272,079 60 %
Europe 75,247 13 % 67,572 14 % 70,019 15 %
Total Net Sales $578,827 100 % $480,601 100 % $454,502 100 %
8
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The following table sets forth the concentration of net sales and accounts receivable among the customers that
accounted for more than 10% of our net sales in one of the fiscal years 2013, 2012 and 2011:
Concentration of Net Sales - Significant Customers

Fiscal Years

(percentage of net sales) 2013 2012 2011

Samsung Electronics (and affiliates) 12 % 13 % 12 %
Huawei Technologies (and affiliates) 10 % 7 % 8 %
Frontek Technology Corp 6 % 10 % 11 %

Concentration of Accounts Receivable - Significant Customers
Fiscal Years
(percentage of net accounts receivable as of fiscal year

2013 2012

end)
Samsung Electronics (and affiliates) 12 % 14 %
Frontek Technology Corp 4 % 10 %
Dragon Technology 3 % 11 %
Huawei Technologies (and affiliates) 14 % 11 %
For fiscal year 2013, end-market concentration for our significant customers was as follows:

Samsung Electronics (and Huawei Technologies Co (and
(percentage of net sales) affiliates) affiliates)
Enterprise Computing 1 % — %
Communications — % 11 %
High-End Consumer 11 % (1) — %
Industrial and Other — % — %

12 % 11 %

1) For Samsung Electronics, approximately 54% of the sales into the High-end Consumer end-market relate to
products focused on the handheld market, which includes cell phones.
Our backlog of orders as of the end of fiscal years 2013, 2012 and 2011 was approximately $113.8 million, $75.6
million and $112.3 million, respectively. The majority of our backlog is typically requested for delivery within six
months. In markets where the end system life cycles are relatively short, customers typically request delivery in four
to eight weeks. A backlog analysis at any given time gives little indication of our future business except on a
short-term basis, principally within the next 45 days. We do not have any significant contracts with our customers
calling for shipments over a period of more than 18 months.
Manufacturing Capabilities
Our strategy is to outsource the majority of our manufacturing functions to third-party foundries and assembly and test
contractors. The third-party foundries fabricate silicon wafers and the assembly and test contractors package and test
our products. We believe this outsourcing permits us to take advantage of the best available technology, leverage the
capital investment of others, and reduce our operating costs associated with manufacturing assets.
We perform a limited amount of internal probe and final test activities at our facilities in Camarillo, Irvine, Redondo
Beach and San Diego, California; Neuchatel, Switzerland; and Reynosa, Mexico. These activities accommodate
situations in which tight coupling with product design is desirable or where there are unique requirements. Our
packaged discrete rectifier products are packaged and tested in-house in Reynosa, Mexico. Almost all of our other
products are packaged and tested by outside subcontractors.
In keeping with our mostly “fabless” business model, we have no wafer fabrication facilities except for our operation in
Reynosa, Mexico. For fiscal year 2013, the Reynosa facility provided almost all of the silicon for our packaged
discrete rectifier products, which were approximately 3% of our end product sales. The remaining 97% of our end
products were

9
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supported with finished silicon wafers purchased from outside wafer foundries in China, Taiwan, the United States,
Canada, Europe and Israel. We anticipate that more than 90% of all silicon wafers we require will come from outside
foundries in fiscal year 2014.

Despite our use of outside wafer foundries for sourcing a majority of our silicon needs, we do maintain internal
process development capabilities. Our process engineers work closely with our outside foundries on the improvement
and development of process capabilities. In fiscal year 2013, we purchased the vast majority of our wafers from
approximately nine different third-party wafer foundries and used various manufacturing processes, including Bipolar,
High-Speed Bipolar, Complementary Metal-Oxide-Semiconductor (“CMOS”), RF-CMOS, Bi-CMOS and SiGe
processes.

While we do have some redundancy of fabrication processes by using multiple outside foundries, any interruption of
supply by one or more of these foundries could materially impact us. As a result, we maintain some amount of
business interruption insurance to help reduce the financial risk associated with a wafer supply interruption, but we are
not fully insured against this risk.

Although our products are made from basic materials (principally silicon, metals and plastics), all of which are
available from a number of suppliers, capacity at wafer foundries sometimes becomes constrained. The limited
availability of certain materials, such as silicon wafer substrates, may impact our suppliers’ ability to meet our demand
needs or impact the price we are charged. The prices of certain other basic materials, such as metals, gases and
chemicals used in the production of circuits have all increased in recent years as demand has grown for these basic
commodities. In most cases we do not procure these materials ourselves but we are nevertheless reliant on these
materials for producing our products because our outside foundry and package and test subcontractors must procure
them. To help minimize risks associated with constrained capacity, we use multiple foundries and have taken other
steps to reserve capacity at certain foundries.

Our largest wafer source is a foundry in China. In fiscal year 2013, this Chinese foundry provided 38% of our total
silicon requirements in terms of cost of wafers purchased. We have consigned certain equipment to this foundry to
support our specialized processes run at the foundry and to ensure a specified level of capacity over the next few
years. While the provision of these assets to the wafer foundry may be factored into certain pricing arrangements with
the foundry, the impact of any pricing adjustments is insignificant and does not impact our margin trends.

Most of our ultra-high speed SerDes products and microwave and high-reliability products are dependent on a single
fabrication facility, located within the United States, for wafers.

We use third-party subcontractors to perform almost all of our assembly and test operations. A majority of our
assembly and test activity is conducted by third-party subcontractors based in Malaysia, the Philippines, Korea and
China. We have operations offices located in the Philippines, Malaysia and China that support and coordinate some of
the worldwide shipment of products. We have installed our own test equipment at some of our packaging and testing
subcontractors in order to ensure a certain level of capacity, assuming the subcontractor has ample employees to
operate the equipment.

Our arrangements with both outside wafer foundries and package and test subcontractors are designed to provide some
assurance of capacity but are not expected to assure access to all the manufacturing capacity we may need in the
future.

Competition

The analog and mixed-signal semiconductor industry is highly competitive, and we expect competitive pressures to
continue. Our ability to compete effectively and to expand our business will depend on our ability to continue to
recruit key engineering talent, our ability to execute on new product developments and our ability to persuade
customers to design these new products into their applications. Our industry is characterized by decreasing unit selling
prices over the life of a product as the volumes typically increase. However, price decreases can sometimes be quite
rapid and faster than the rate of increase of the associated product volumes. We believe we compete effectively based
upon our ability to capitalize on efficiencies and economies of scale in production and sales, and our ability to
maintain or improve our productivity and product yields to reduce manufacturing costs.

We are in direct and active competition, with respect to one or more of our product lines, with numerous
manufacturers of varying size, technical capability and financial strength. A number of these competitors are
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dependent on semiconductor products as their principal source of income, and some are much larger than we are. The
number of competitors has grown due to expansion of the market segments in which we participate. We consider our
primary competitors with respect to our protection products to include STMicroelectronics N.V., NXP
Semiconductors N.V., ON Semiconductor Corporation, and Infineon Technologies AG. Our primary competitors with
respect to our Advanced Communications products are Broadcom Corporation, AMCC, ClariPhy Communications,
Inc., and our customer’s own internal solutions. With respect to our Power Management and High Reliability products,
we consider our primary competitors to include Linear Technology Corporation,

10
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Maxim Integrated Products Inc., Microsemi Corporation, and Monolithic Power Systems Inc. Our primary
competitors with respect to our Wireless and Sensing products include Silicon Laboratories, Texas Instruments Inc.,
Atmel Corporation, Analog Devices Inc., and Cypress Semiconductor Corporation. With respect to our Gennum
Product Group, we consider our primary competitors to include Texas Instruments, Maxim Integrated, Inc.,
Mindspeed Technology Inc., and Inphi Corporation.

Intellectual Property and Licenses

We have been granted 153 U.S. patents and 43 foreign patents and have numerous patent applications pending with
respect to our products and to technologies associated with our business. The expiration dates of issued patents range
from 2013 to 2031. Although we consider patents to be helpful in maintaining a competitive advantage, we do not
believe they create definitiv