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Cautionary Statement

Except for the historical financial informati@ontained herein, the matters discussed in gq®rt on Form 10-Q (as well as documents
incorporated herein by reference) may be considéi@uvard-looking” statements within the meaning $&ction 27A of the Securities Act of
1933, as amended, and Section 21E of the SecuEitigsange Act of 1934, as amended. Such forwatklAgastatements include declarations
regarding the intent, belief or current expectatiaf Silicon Laboratories Inc. and its managemerd may be signified by the words
“believe,” “estimate,” “expect,” “intend,” “anticip ate,” “plan,” “project,” “will” or similar language . You are cautioned that any such
forward-looking statements are not guarantees of futurégperance and involve a number of risks and unceties. Actual results could dift
materially from those indicated by such forwardkom statements. Factors that could cause or cbnta to such differences include those
discussed under “Risk Factors” and elsewhere is tleiport. Silicon Laboratories disclaims any infentor obligation to update or revise any
forward-looking statements, whether as a result of nearimétion, future events or otherwise.
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Part I. Financial Information
Item 1. Financial Statements

Silicon Laboratories Inc.
Condensed Consolidated Balance Sheets
(In thousands, except per share data)

(Unaudited)
March 30, December 29
2013 2012
Assets
Current asset:
Cash and cash equivalel $ 79,26: $ 105,42t
Shor-term investment 229,80t 176,56!
Accounts receivable, net of allowances for doukdftdounts of $673 at March 30, 2013 and $67!

December 29, 201 72,76¢ 78,02!
Inventories 56,94¢ 49,57¢
Deferred income taxe 15,41 16,65:
Prepaid expenses and other current a: 48,51« 41,43

Total current asse 502,71: 467,68.
Long-term investment 11,18¢ 11,36¢
Property and equipment, r 135,76: 135,27:
Goodwill 130,26! 130,26!
Other intangible assets, r 87,91( 90,75(
Other assets, n 28,79 36,62¢
Total asset $ 896,63. $ 871,96!
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl $ 31,27¢ $ 29,62
Current portion of lon-term debt 5,00( 5,00(
Accrued expense 36,88t 40,41(
Deferred income on shipments to distribut 29,66 30,25¢
Income taxe: 97¢ 1,08
Total current liabilities 103,80« 106,37
Long-term debi 92,50( 95,00(
Other nor-current liabilities 19,41¢ 20,61t
Total liabilities 215,72: 221,99:
Commitments and contingenci
Stockholder' equity:
Preferred stoc--$0.0001 par value; 10,000 shares authorized; ne@slissued and outstandi — —
Common stock--$0.0001 par value; 250,000 shardwemed; 42,401 and 41,879 shares issued i

outstanding at March 30, 2013 and December 29, ,2@%pectively 4 4
Additional paic-in capital 20,95« 10,12:
Retained earninc 660,82 640,79:
Accumulated other comprehensive | (87E) (946

Total stockholder equity 680,91( 649,97.
Total liabilities and stockholde’ equity $ 896,63 $ 871,96

The accompanying notes are an integral part oktimdensed Consolidated Financial Statements.
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Revenue:
Cost of revenue
Gross margir
Operating expense
Research and developme
Selling, general and administrati
Operating expense
Operating incom:
Other income (expense
Interest income
Interest expens
Other income (expense), r
Income before income tax
Provision for income taxe

Net income

Earnings per shar
Basic
Diluted

Silicon Laboratories Inc.
Condensed Consolidated Statements of Income
(In thousands, except per share data)
(Unaudited)

Weightec-average common shares outstand

Basic
Diluted

Three Months Ended

March 30, March 31,
2013 2012
$ 145,370 $ 125,70:
58,00: 50,60¢
87,37: 75,09¢
37,58: 32,93(
29,15¢ 25,40:
66,73¢ 58,33:
20,63° 16,76«
33t 497
(842) (33
(52) (112)
20,07¢ 17,117
44 2,79
$ 20,03 $ 14,32(
$ 047 $ 0.3¢
$ 0.4¢ $ 0.3:
42,18¢ 42,45¢
43,11( 43,85(

The accompanying notes are an integral part okt@emdensed Consolidated Financial Statements.

4




Table of Contents

Silicon Laboratories Inc.
Condensed Consolidated Statements of Comprehensiveeome
(In thousands)

(Unaudited)
Three Months Ended
March 30, March 31,
2013 2012
Net income $ 20,03: $ 14,32(
Other comprehensive income, before 1
Net changes to availal-for-sale securities
Unrealized gains (losses) arising during the pe (11%) 69¢
Net changes to cash flow hedg
Unrealized gains (losses) arising during the pe 44 (132
Reclassification for losses included in net incc 181 43¢
Other comprehensive income, before 11C 1,00(¢
Provision for income taxe 39 35C
Other comprehensive incor 71 65(
Comprehensive incor $ 20,10¢  § 14,97(

The accompanying notes are an integral part okt@emdensed Consolidated Financial Statements.
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Silicon Laboratories Inc.
Condensed Consolidated Statements of Cash Flows
(In thousands)
(Unaudited)

Operating Activities
Net income
Adjustments to reconcile net income to cash praVicle operating activities
Depreciation of property and equipmi
Amortization of other intangible assets and otlsset
Stocl-based compensation expel
Income tax benefit (detriment) from employee s-based award
Excess income tax benefit from employee s-based award
Deferred income taxe
Changes in operating assets and liabilii
Accounts receivabl
Inventories
Prepaid expenses and other as
Accounts payabl
Accrued expense
Deferred income on shipments to distribut
Income taxes
Net cash provided by operating activit

Investing Activities

Purchases of availal-for-sale investment

Proceeds from sales and maturities of avai-for-sale investment
Purchases of property and equipir

Purchases of other assets

Net cash used in investing activiti

Financing Activities

Proceeds from issuance of common stock, net oeshaithheld for taxe
Excess income tax benefit from employee s-based award

Payments on debt

Net cash provided by financing activiti

Increase (decrease) in cash and cash equivi
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Three Months Ended

March 30, March 31,
2013 2012

$ 20,03: $ 14,32(
3,291 3,54:
2,84( 2,28(
6,26( 6,69:
(362) 2,65¢
(217) (2,426)
7,521 3,101
5,25¢ (6,072
(7,350 447
4,62( 4,581
2,35¢ 4,20¢
(4,330) (5,087)
(59¢€) 3,307
(9,81 (5,409
29,50¢ 26,14
(78,857 (82,844
25,67« 60,51¢
(3,899 (2,42¢)
(1,226 (850)
(58,309 (25,60%)
491¢ 10€
217 2,42¢
(2,500 —
2,632 2,53
(26,169 3,07¢
105,42¢ 94,96
$ 79,26 $ 98,03¢

The accompanying notes are an integral part oktiEmdensed Consolidated Financial Statements.
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Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statement
(Unaudited)

1. Significant Accounting Policies
Basis of Presentation and Principles of Consolioia

The Condensed Consolidated Financial Statemeritgdied herein are unaudited; however, they conthimamal recurring accruals and
adjustments which, in the opinion of managememtna@cessary to present fairly the condensed colased financial position of Silicon
Laboratories Inc. and its subsidiaries (collectiy¢he “Company”) at March 30, 2013 and December2®9.2, the condensed consolidated
results of its operations for the three months dridarch 30, 2013 and March 31, 2012, the Conde@sedolidated Statements of
Comprehensive Income for the three months endediviz0, 2013 and March 31, 2012, and the Condensaddlidated Statements of Cash
Flows for the three months ended March 30, 2013Macth 31, 2012. All intercompany balances anddsations have been eliminated in
consolidation. The condensed consolidated reefiltperations for the three months ended Marct28@3 are not necessarily indicative of the
results to be expected for the full year.

The accompanying unaudited Condensed Consolidateas¢tal Statements do not include certain footnaied financial presentations
normally required under U.S. generally accepteadacting principles (GAAP). Therefore, these Condein§onsolidated Financial Statements
should be read in conjunction with the audited @tidated Financial Statements and notes theretthéoyear ended December 29, 2012,
included in the Company’s Form 10-K filed with tBecurities and Exchange Commission (SEC) on Fepfy&t013.

The Company prepares financial statements on @52egk year that ends on the Saturday closestderbieer 31. Fiscal 2013 will have
52 weeks and fiscal 2012 had 52 weeks. In a 5Zwear, each fiscal quarter consists of 13 weeks.

Revenue Recognition

Revenues are generated almost exclusively by eatbe Company’s integrated circuits (ICs). The @amy recognizes revenue when all
of the following criteria are met: 1) there is peasive evidence that an arrangement exists, 3)atglof goods has occurred, 3) the sales price
is fixed or determinable, and 4) collectibilityrisasonably assured. Generally, revenue from prcaghies to direct customers and contract
manufacturers is recognized upon shipment.

A portion of the Company’s sales are made to thistdrs under agreements allowing certain right®tifrn and price protection related to
the final selling price to the end customers. Adaagly, the Company defers revenue and cost ofmes®n such sales until the distributors
the product to the end customers. The net balahdeferred revenue less deferred cost of revensmcaged with inventory shipped to a
distributor but not yet sold to an end customee@rded in the deferred income on shipments toildigors liability on the Consolidated
Balance Sheet. Such net deferred income balaneetethe Company’s estimate of the impact of sgiftreturn and price protection.
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Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial StatemenfContinued)
(Unaudited)

Recent Accounting Pronounceme

In February 2013, the Financial Accounting Standd&dard (FASB) issued FASB Accounting Standardsétp@ASU) No. 2013-02,
Comprehensive Income (Topic 220) — Reporting ofultscReclassified Out of Accumulated Other Comprgilie Income ASU 2013-02
requires an entity to provide information about éineounts reclassified out of accumulated other cehgmsive income by component. In
addition, an entity is required to present, eitnethe face of the financial statements or in thes, significant amounts reclassified out of
accumulated other comprehensive income by the cégpdine items of net income, but only if the amoreclassified is required under U.S.
GAAP to be reclassified to net income in its enir@ the same reporting period. For amounts thanat required to be reclassified in their
entirety to net income, an entity is required tossrreference to other disclosures that providéiaddl details about those amounts. ASU
201302 is effective prospectively for reporting periduginning after December 15, 2012. The adoptiahisfASU did not have an impact
the Company’s financial statements, but did améaediisclosures for accumulated other comprehemhssse

2. Earnings Per Share

The following table sets forth the computation asiz and diluted earnings per share (in thousandgpt per share data):

Three Months Ended

March 30, March 31,
2013 2012

Net income $ 20,03 $ 14,32(
Shares used in computing basic earnings per ! 42,18¢ 42,45¢
Effect of dilutive securities

Stock options and other stc-based award 924 1,392
Shares used in computing diluted earnings per ¢ 43,11( 43,85(
Earnings per shar

Basic $ 047 $ 0.3¢

Diluted $ 0.4 $ 0.3¢

For the three months ended March 30, 2013 and M&kcR012, approximately 0.6 million and 0.3 mitlishares, respectively, were not
included in the diluted earnings per share calmnatince the shares were anti-dilutive.
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Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial StatemenfContinued)
(Unaudited)

3. Cash, Cash Equivalents and Investments

The Company’s cash equivalents and short-term imexgts as of March 30, 2013 consisted of variaadle-demand notes, corporate bol
municipal bonds, money market funds, U.S. Treabilly, asset-backed securities, U.S. governmentib@md international government bonds
The Company’s long-term investments consisted ofian-rate securities. Early in fiscal 2008, austidor many of the Company’s auction-
rate securities failed because sell orders exceledgdrders. As of March 30, 2013, the Company B&f@.5 million par value auction-rate
securities, all of which have experienced failedtiuns. The underlying assets of the securitiesisted of student loans and municipal bonds
of which $10.5 million were guaranteed by the WW&vernment and the remaining $2.0 million were geély insured. As of March 30, 2013,
$4.5 million of the auctiomate securities had credit ratings of AAA, $6.0lioil had credit ratings of AA and $2.0 million hadtredit rating o
A. These securities have contractual maturity degeging from 2033 to 2046 at March 30, 2013. ThenBany is receiving the underlying
cash flows on all of its auction-rate securitiese principal amounts associated with failed austiare not expected to be accessible until a
successful auction occurs, the issuer redeemstheites, a buyer is found outside of the aucpiotess or the underlying securities mature.
The Company is unable to predict if these fundslveitome available before their maturity dates.

The Company does not expect to need access tapitalaepresented by any of its auction-rate stesiprior to their maturities. The
Company does not intend to sell, and believesribismore likely than not that it will be requirtmsell, its auction-rate securities before their
anticipated recovery in market value or final gsttént at the underlying par value. The Companyebes that the credit ratings and credit
support of the security issuers indicate that theye the ability to settle the securities at pdumeaAs such, the Company has determined th
other-than-temporary impairment losses existed &&anch 30, 2013.
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Notes to Condensed Consolidated Financial StatemenfContinued)

Silicon Laboratories Inc.

(Unaudited)

The Company'’s cash, cash equivalents and invessneensist of the following (in thousands):

Cash and Cash Equivalents
Cash on han
Available-for-sale securities
Money market fund
Municipal bonds
U.S. Treasury bills
Total available-for-sale securities

Total cash and cash equivalents

Short-term Investments:
Available-for-sale securities
Variable-rate demand note
Corporate bond
Municipal bonds
U.S. Treasury bill:
Asse-backed securitie
U.S. government bonc
International government bonds
Total short-term investments

Long-term Investments:
Available-for-sale securities
Auction rate securities
Total long-term investments

March 30, 2013

Gross Gross
Unrealized Unrealized
Cost Losses Gains Fair Value
$ 32,03 — — 3 32,03¢
44 ,59( — — 44,59(
2,31¢ — — 2,31«
32t — — 32t
47,22¢ — — 47,22¢
$ 79,26 — — $ 79,26
$ 64,18¢ — — 3 64,18¢
61,607 (7 25¢ 61,85:
52,97¢ (10) 65 53,03:
20,32: — 1 20,32:
15,75 2 8 15,75’
12,63: — 25 12,65¢
1,98: — 16 1,99¢
$ 229,45¢ (19 36E $ 229,80t
$ 12,45( (1,267 — 3 11,18¢
$ 12,45( (1,267 — 3 11,18¢
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Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial StatemenfContinued)

(Unaudited)
December 29, 201
Gross Gross
Unrealized Unrealized
Cost Losses Gains Fair Value
Cash and Cash Equivalents
Cash on han $ 56,69( $ — % — % 56,69(
Available-for-sale securities
U.S. Treasury bill: 25,04¢ — 1 25,05(
Money market fund 22,68¢ — 1 22,68¢
Municipal bonds 1,00( — — 1,00(
Total available-for-sale securities 48,73¢ — 2 48,73¢
Total cash and cash equivalents $ 105,42: $ — $ 2 $ 105,42t
Short-term Investments:
Available-for-sale securities
Corporate bond $ 59,08¢ $ 5 $ 267 $ 59,35:
Municipal bonds 45,64¢ (7 5C 45,68¢
Variable-rate demand note 41,78t — — 41,78t
Asse-backed securitie 15,05¢ — 11 15,06¢
U.S. government bonc 12,63¢ — 25 12,66:
International government bonds 1,991 — 17 2,00¢
Total short-term investments $ 176,200 $ 12 $ 37C $ 176,56!
Long-term Investments:
Available-for-sale securities
Auction rate securities $ 12,52F $ (1,156 $ — $ 11,36¢
Total long-term investments $ 12,52¢ $ (1,156) $ — $ 11,36¢

The available-for-sale investments that were in@iauous unrealized loss position, aggregatedhbygth of time that individual securities
have been in a continuous loss position, were limafe (in thousands):

Less Than 12 Months 12 Months or Greater Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized

As of March 30, 2012 Value Losses Value Losses Value Losses
Municipal bonds $ 13,19¢ $ (1c) $ — $ — $ 13,19¢ $ (10
Auction rate securitie — — 11,18¢ (1,267 11,18¢ (1,267
Corporate bond 6,98¢ @) — — 6,98¢ (1)
Asset-backed securities 5,322 (2) — — 5,322 (2)
$ 25507 $ (19 $ 11,18¢ $ (1,26) $ 36,69¢ $ (1,280
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Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial StatemenfContinued)

(Unaudited)
Less Than 12 Months 12 Months or Greater Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
As of December 29, 201 Value Losses Value Losses Value Losses
Municipal bonds $ 17,15: $ @ $ — $ — $ 17,15 $ @)
Auction rate securitie — — 11,36¢ (1,156 11,36¢ (1,156
Corporate bonds 9,54: (5) — — 9,54: (5)
$ 26,69° $ (12 $ 11,36¢ $ (1,156 $ 38,06: $ (1,16¢)

The gross unrealized losses as of March 30, 20dDacember 29, 2012 were due primarily to theulliity of the Company’s auctiorate
securities and, to a lesser extent, to changesaikehinterest rates.

The following summarizes the contractual underlyimgturities of the Company’s available-for-salegstments at March 30, 2013 (in
thousands):

Fair

Cost Value
Due in one year or less $ 121,78  $ 121,85
Due after one year through ten ye 99,41¢ 99,69¢
Due after ten years 67,93¢ 66,67«
$ 289,13t $ 288,22t

4. Derivative Financial Instruments

The Company is exposed to interest rate fluctuatinrthe normal course of its business, includimgugh its Credit Facilities. The interest
payments on the facility are calculated using dabéde-rate of interest. The Company has enteredantinterest rate swap agreement with a
notional value of $100 million (equal to the futhaunt borrowed under the Term Loan Facility) arffbatively, converted the LIBOR portion
of the variable-rate interest payments to fixe@raterest payments through July 2017 (the matdatg of the Term Loan Facility). The
Company’s objective is to offset increases andetes@s in expenses resulting from changes in intextes with gains and losses on the
derivative contract, thereby reducing volatilityesrnings. The Company does not use derivativaactstfor speculative purposes.

The Companys interest rate swap agreement is designated aalifiegias a cash flow hedge. The effective portibthe gain or loss on tl
interest rate swap is recorded in accumulated a@thvaprehensive loss as a separate component &hsiders’ equity and is subsequently
recognized in earnings when the hedged exposwetaféarnings. Cash flows from derivatives aresifiagl according to the nature of the cast
receipt or payment in the Consolidated Statemefash Flows.
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Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial StatemenfContinued)
(Unaudited)

The Company estimates the fair values of derivathased on quoted prices and market observablefisitailar instruments. If the Term
Loan Facility or the interest rate swap agreemetgriminated prior to maturity, the fair value loé interest rate swap recorded in accumulate
other comprehensive loss may be recognized in tms@idated Statement of Income based on an assamtsirthe agreements at the time of
termination. The Company did not discontinue arshdéow hedges in any of the periods presented.

The Company measures the effectiveness of itsftmsthedge by comparing the change in fair valuéhefhedged variable interest
payments with the change in fair value of the ie¢erate swap. The Company recognizes ineffectivigms of the hedge, as well as amounts
not included in the assessment of effectivenesharConsolidated Statement of Income. As of M&@h2013, no portion of the gains or los
from the Company’s hedging instrument was excludeh the assessment of effectiveness. There waedge ineffectiveness for any of the
periods presented.

The Company'’s derivative financial instrument ceteil of the following (in thousands):

Fair Value
March 30, December 29
Balance Sheet Locatior 2013 2012

Interest rate swap Other noi-current liabilities $ 43z % 65€

The before-tax effect of derivative instrumentgash flow hedging relationships was as followsliimusands):

Loss Reclassifiec

Gain (Loss) Recognized it from Accumulated

OCI on Derivatives OCl into Income

(Effective Portion) (Effective Portion)

during the during the
Three Months Ended Location of Loss Three Months Ended
March 30, March 31, Reclassified into March 30, March 31,
2013 2012 Income 2013 2012

Interest rate sway $ 44 $ (132) Rent expens $ — 8 (439)
Interest expens (187) —

The Company expects to reclassify $0.5 milliontefmterest rate swap losses included in accuntufztteer comprehensive loss as of
March 30, 2013 into earnings in the next 12 monthsch is offset by lower interest payments.
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Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial StatemenfContinued)
(Unaudited)

5. Fair Value of Financial Instruments

The fair values of the Company’s financial instrumiseare recorded using a hierarchal disclosuredvaork based upon the level of
subjectivity of the inputs used in measuring asantkliabilities. The three levels are describeldwe

Level 1 - Inputs are unadjusted, quoted pricestiva markets for identical assets or liabiliti¢shee measurement date.

Level 2 - Inputs are inputs other than quoted grineluded within Level 1 that are observable far &sset or liability, either directly or
indirectly.

Level 3 - Inputs are unobservable for the asséability and are developed based on the best in&dion available in the circumstances, which
might include the Company’s own data.

The following summarizes the valuation of the Comps financial instruments (in thousands). Theéahldo not include either cash on
hand or assets and liabilities that are measurbistatrical cost or any basis other than fair value

Fair Value Measurements
at March 30, 2013 Usinc

Quoted Prices in Significant Other Significant
Active Markets for Observable Unobservable
Identical Assets Inputs Inputs
Description (Level 1) (Level 2) (Level 3) Total
Assets:
Cash Equivalents:

Money market fund $ 4459C $ — 3 — 3 44,59(

Municipal bonds — 2,31« — 2,31«

U.S. Treasury bills 32E — — 32¢
Total cash equivalents $ 4491 $ 231 $ — 3 47,22¢
Short-term Investments:

Variable-rate demand note $ — 3 64,18¢ $ — 3 64,18¢

Corporate bond — 61,85: — 61,85:

Municipal bonds — 53,03 — 53,03

U.S. Treasury bill: 20,32 — — 20,32

Asse-backed securitie — 15,75° — 15,75°

U.S. government bonc 12,65¢ — — 12,65¢

International government bonds — 1,99¢ — 1,99¢
Total short-term investments $ 3298, $ 196,82° $ — 3 229,80¢
Long-term Investments:

Auction rate securities $ — 9 — $ 11,18¢ $ 11,18¢
Total long-term investments $ — $ — $ 11,18¢ $ 11,18¢
Total $ 77,89¢ $ 199,14: $ 11,18¢ $ 288,22t
Liabilities:

Derivative instruments $ — 3 43 % — 3 432
Total $ — 8 43 3 — 8 43¢
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Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial StatemenfContinued)
(Unaudited)

Fair Value Measurements
at December 29, 2012 Usin

Quoted Prices in Significant Other Significant
Active Markets for Observable Unobservable
Identical Assets Inputs Inputs
Description (Level 1) (Level 2) (Level 3) Total
Assets:
Cash Equivalents:

U.S. Treasury bill: $ 25,05( $ — 3 — 3 25,05(

Money market fund 22,68t — — 22,68t

Municipal bonds — 1,00( — 1,00(
Total cash equivalents $ 47,73¢ % 1,00C $ — 3 48,73¢
Short-term Investments:

Corporate bond $ — 3 59,35. $ — 3 59,35

Municipal bonds — 45,68¢ — 45,68¢

Variable-rate demand note — 41,78t — 41,78t

Asse-backed securitie — 15,06¢ — 15,06¢

U.S. government bonc 12,66: — — 12,66

International government bonds — 2,00¢ — 2,00¢
Total short-term investments $ 12,66: $ 163,90: $ — % 176,56!
Long-term Investments:

Auction rate securities $ — 3 — $ 11,36¢ $ 11,36¢
Total long-term investments $ — $ — $ 11,36¢ $ 11,36¢
Total $ 60,39¢ $ 164,90. $ 11,36¢ $ 236,67(
Liabilities:

Derivative instrument $ — 3 65¢ $ — 3 65¢

Contingent consideration — — 2,75( 2,75(
Total $ — 8 65¢ $ 2,75C $ 3,40¢

The Company’s cash equivalents and short-term tmessts that are classified as Level 1 are valuatyuguoted prices and other relevant
information generated by market transactions inmglvdentical assets. Cash equivalents and short-itevestments classified as Level 2 are
valued using non-binding market consensus pricatsatte corroborated with observable market datategumarket prices for similar
instruments in active markets; or pricing modelglsas a discounted cash flow model, with all digaint inputs derived from or corroborated
with observable market data. Investments classédgetevel 3 are valued using a discounted cashrfiodel. The assumptions used in
preparing the discounted cash flow model includienades for interest rates, amount of cash flowpgeted holding periods of the securities
and a discount to reflect the Company’s inabil@tyiuidate the securities.
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Silicon Laboratories Inc.
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The Company'’s derivative instruments are valuedgiai discounted cash flow model. The assumptioed uspreparing the discounted
cash flow model include quoted interest swap ratesmarket observable data of similar instrumertie. Company’s contingent consideration
is valued using a probability weighted discountasicflow model. The assumptions used in prepahiagliscounted cash flow model include
estimates for outcomes if milestone goals are aeliethe probability of achieving each outcome disdount rates.

The following summarizes quantitative informatidroat Level 3 fair value measurements.

Auction rate securities

Fair Value at
March 30, 2013 Weighted
(000s) Valuation Technique Unobservable Input Average
$ 11,18¢ Discounted cash flo Estimated yielc 1.26%
Expected holding perio 10 years
Estimated discount ra 2.91%

The Company has followed an established internatrobprocedure used in valuing auction rate séiestiThe procedure involves several
layers of the Company’s finance management in tiadyais of valuation techniques and evaluationnafhservable inputs commonly used by
market participants to price similar instrumentsj avhich have been demonstrated to provide reas®eabmates of prices obtained in actual
market transactions. Outputs from the valuatiorcpss are assessed against various market soureaghdy are available, including
marketplace quotes, recent trades of similar iilcgecurities, benchmark indices and independécingrservices. The technique and
unobservable input parameters may be recalibragaddically to achieve an appropriate estimatiotheffair value of the securities.

Significant changes in any of the unobservabletmpsged in the fair value measurement of auctitssacurities in isolation could result in
a significantly lower or higher fair value measusrh An increase in expected yield would resuli imgher fair value measurement, whereas
an increase in expected holding period or estimdigszbunt rate would result in a lower fair valueasurement. Generally, a change in the
assumptions used for expected holding period israpanied by a directionally similar change in tesuamptions used for estimated yield and
discount rate.
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The following summarizes the activity in Level 8dincial instruments for the three months ended Ma6; 2013 (in thousands):

Assets

Auction Rate Securities

Balance at December 29, 20 $ 11,36¢
Settlement: (75)
Losses included in other comprehensive income (109
Balance at March 30, 2013 $ 11,18¢
Liabilities

Contingent Consideration (1)

Balance at December 29, 20 $ 2,75(
Gain recognized in earnings (2) (2,750
Balance at March 30, 2013 $ —

Net gain for the period included in earnings atitétble to continger
consideration held at the end of the per $ 2,75(

(1) In connection with the acquisition of Ember, then@pany recorded contingent consideration based tippaxpected achievement of a
milestone goal. Changes to the fair value of cgant consideration due to changes in assumpti@tingpreparing the discounted cash
flow model are recorded in selling, general and iatstrative expenses in the Consolidated Statemwielmcome.

(2) The Company reduced the estimated fair value dfimgent consideration because it no longer expetsnilestone goal to be achieved.

Fair values of other financial instrumer

The fair value of the Company’s Term Loan Facififjproximates its carrying values due to the vagiafiterest rate feature of this
instrument. The Company’s other financial instruteemcluding cash, accounts receivable and acsqapable, are recorded at amounts tha
approximate their fair values due to their shorturities.

6. Balance Sheet Details

The following shows the details of selected ConddrSonsolidated Balance Sheet items (in thousands):

Inventories
March 30, December 29
2013 2012
Work in progress $ 44,72¢ % 42,10
Finished goods 12,22 7,47¢
$ 56,94¢ $ 49,57¢
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7. Debt

On July 31, 2012, the Company and certain of iteektic subsidiaries (the “Guarantors”) entered a&230 million five-year Credit
Agreement (the “Agreement”). The Agreement cong$® $100 million Term Loan Facility and a $130lion Revolving Credit Facility
(collectively, the “Credit Facilities”).

The Term Loan Facility provides for quarterly pijped amortization (equal to 5% of the principakiach of the first two years and 10% of
the principal in each of the next three years) whhremaining balance payable upon the maturity. dghe Revolving Credit Facility include
$25 million letter of credit sublimit and a $10 huh swingline loan sublimit. The Company has ati@pto increase the size of the Revolving
Credit Facility by up to an aggregate of $50 miilia additional commitments, subject to certaindibans. On September 27, 2012, the
Company borrowed $100 million under the Term Loanily. To date, the Company has not borrowed utitke Revolving Credit Facility.

The Term Loan Facility and Revolving Credit Fagiliother than swingline loans, will bear interest BOR plus an applicable margin or,
at the option of the Company, a base rate (defasethe highest of the Bank of America prime rdte,Rederal Funds rate plus 0.50% and a
daily rate equal to one-month LIBOR plus 1.00%)spdin applicable margin. Swingline loans accruadsteat a per annum rate based on the
base rate plus the applicable margin for basel@ates. The applicable margins for the LIBOR rasmlwrange from 1.50% to 2.50% and for
base rate loans range from 0.50% to 1.50%, depgiili@ach case, on the leverage ratio as defintdteidgreement. The Company also pa
commitment fee on the unused amount of the Revgl@redit Facility.

In connection with the closing of the Credit Agremt) the Company entered into a security and pledgeement. Under the security and
pledge agreement, the Company pledged equity siesunf certain of its subsidiaries, subject toeptmons and limitations. The Credit
Facilities contain various conditions, covenantd epresentations with which the Company must lmmpliance in order to borrow funds
and to avoid an event of default, including finahciovenants that the Company must maintain ad@eeratio (funded debt/EBITDA) of no
more than 2.5 to 1 and a minimum fixed charge cayeratio (EBITDA/debt payments, income taxes amital expenditures) of no less than
1.50 to 1. As of March 30, 2013, the Company wasoimpliance with all covenants of the Credit Féieifi.

As of March 30, 2013, the remaining contractualurities of the Term Loan Facility were as folloviis thousands):

Fiscal Year

2013 $ 2,50(
2014 7,50(C
2015 10,00(
2016 10,00(
2017 67,50(
Total $ 97,50(

Interest Rate Swap Agreem

In connection with the $100 million borrowed undlee Term Loan Facility, the Company entered intan&grest rate swap agreement as a
hedge against the LIBOR portion of such variabterigst payments. Under the terms of the swap agmtethe Company effectively conver
the LIBOR portion of the interest on the Term Ld@tility to a fixed interest rate of 0.764% throufb maturity date. As of March 30, 2013,
the combined interest rate on the Term Loan Fgdivhich includes an applicable margin) was 2.518%e Note 4Derivative Financial
Instruments, for additional information.
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8. Stockholders’ Equity

Common Stock

The Company issued 0.5 million shares of commockstiniring the three months ended March 30, 201t3ph@ 1 million shares withheld
to satisfy employee tax obligations for the vestfigertain stock grants made under the Compangtksncentive plans.

Share Repurchase Programs

In January 2013, the Board of Directors author&esthare repurchase program to repurchase up tmifih of the Company’s common
stock through January 2014. In April 2012, the Blaair Directors authorized a share repurchase pnogoaepurchase up to $100 million of
Company’s common stock through January 2013. lol@rt2011, the Board of Directors adopted a shegrerchase program to repurchase uj
to $50 million of the Company’s common stock througpril 2012. These programs allow for repurchasdse made in the open market or in
private transactions, including structured or aexakd transactions, subject to applicable legplirements and market conditions. The
Company did not repurchase any shares of its constumk during the three months ended March 30, 20March 31, 2012.

Accumulated Other Comprehensive L

The components of accumulated other comprehens$s het of taxes, were as follows (in thousands):

Unrealized Loss Net Unrealized Losse:
on Cash Flow on Available-For-Sale
Hedge Securities Total
Balance at December 29, 2012 $ (428) $ (51¢) $ (946)
Other comprehensive income before reclassifical 28 (75) 47
Amount reclassified from accumulated other compnehe loss 11¢€ — 11¢€
Net change for the peric 14€ (75) 71
Balance at March 30, 2013 $ (282) $ (593 $ (875)
Reclassifications From Accumulated Other Compreiverisoss
Three Months Ended
March 30, March 31,
Reclassification (in thousands 2013 2012
Losses on cash flow hedges
Rent expens $ — ¢ (437%)
Interest expens (187) —
(181) (433)
Income tax benefit 63 152
Total reclassifications $ (118) $ (287)
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9. Stock-Based Compensation

In fiscal 2009, the stockholders of the Companyrapgd the 2009 Stock Incentive Plan (the “2009 RBland the 2009 Employee Stock
Purchase Plan (the “2009 Purchase Plan”). The P01®is currently effective, and has a term of é8rg from the shareholders’ approval date
The 2009 Purchase Plan became effective upon itménition of the previous Employee Stock Purchdaa,”n April 30, 2010.

Stock-based compensation costs are based on theafiaés on the date of grant for stock options @mthe date of enrollment for the
employee stock purchase plans, estimated by usaglack-Scholes option-pricing model. The fairues of stock awards and restricted stock
units (RSUs) equal their intrinsic value on theedaft grant. The fair values of market-based peréoroe awards generally are estimated using
Monte Carlo simulation based on the date of grant.

The following table presents details of stock-basamipensation costs recognized in the Condensedoidated Statements of Income (in
thousands):

Three Months Ended

March 30, March 31,
2013 2012

Cost of revenue $ 258 % 36C
Research and developmt 3,33¢ 3,60z
Selling, general and administrati 2,66¢ 2,731
6,26( 6,69:

Income tax benefi 74€ 1,54¢
$ 551: $ 5,14«

The Company recorded a net reduction of $1.2 miliioselling, general and administrative expenginduhe three months ended
March 31, 2012 in connection with modificationsctrtain stock awards. The Company acceleratedesiing of certain RSUs and market
stock units (MSUs) and extended the exercise p@iatiock options pursuant to a separation agreebwween the Company and its former
CEO. Stock compensation for the three months eMbadh 31, 2012 includes the reversal of previoustognized stock compensation for the
modified awards.

The Company had approximately $60.0 million o&teinrecognized compensation costs related to stptiens and stock awards at
March 30, 2013 that are expected to be recognized@weighted-average period of 2.4 years. Therewo significant stock-based
compensation costs capitalized into assets in athyegeriods presented.

10. Commitments and Contingencies
Patent Litigation

On May 13, 2012, MaxLinear, Inc., a Delaware cogtion, filed a lawsuit against the Company in thréted States District Court in the
Southern District of California, San Diego Divisi@meeking a declaratory judgment that MaxLineadpuots do not infringe 19 of the
Company’s patents and that such patents are invidiiel Company has counterclaimed accusing MaxLiokafringing 9 of the Company’s
patents, including 6 of the named 19 patents aadid8ional patents. The Company has asked the @muatpermanent injunction stopping the
sale of all allegedly infringing MaxLinear produckdaxLinear has alleged that it does not infringg af the Company’s 22 patents at issue in
this case and that all 22 of the patents are idvali
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On July 17, 2012, the Company filed a lawsuit agtallaxLinear in the United States District Courtliie Southern District of California,
San Diego Division, alleging infringement of onaddinal patent. The Company’s complaint seeksranpaent injunction stopping the sale of
all allegedly infringing MaxLinear products.

On July 30, 2012, the Company filed a complaint/imited States District Court for the Western Digtaf Texas, Austin Division, seeking
a declaratory judgment that 3 of MaxLinear’s pageare invalid and that the Company’s products danfdnge such patents. The Texas Cour
determined that the dispute concerning MaxLirep#dtents shall instead proceed in the CaliformiarCn the second lawsuit referenced ab

In this second lawsuit in the California Court, Mnear has counterclaimed alleging infringementhafse 3 MaxLinear patents by a
variety of the Company'’s products, and has askedCtiurt for a permanent injunction stopping the sdlall allegedly infringing Company
products. MaxLinear is also seeking a declaratodginent that the Company’s patent asserted irsétend lawsuit is not infringed and is
invalid.

At this time, the Company cannot predict the outeahthese matters or the resulting financial inpadt, if any.
Other

The Company is involved in various other legal pextings that have arisen in the normal course sihbas. While the ultimate results of
these matters cannot be predicted with certaihtyCGompany does not expect them to have a masehi@rse effect on its consolidated
financial statements.

11. Related Party Transaction

On March 26, 2013, the Company entered into aneageat to purchase consulting services. The feesuftr services were $250,000
during the three months ended March 30, 2013. MckBthe Company interim Chief Financial Officer, is also an inéapent contractor wi
the consulting entity. Mr. Bock is not providingresulting services to the Company on behalf ofethtéty. Mr. Bock and the entity have agre
that Mr. Bock will receive no compensation in cargtion with the agreement. Mr. Bock abstained ftbmnegotiations with respect to the
agreement between the Company and the entity.

12. Income Taxes

Provision for income taxes includes both domesiit freign income taxes at the applicable statutatgs adjusted for non-deductible
expenses, research and development tax creditsthadpermanent differences. Income tax expensepddishousand and $2.8 million for the
three months ended March 30, 2013 and March 312,2@%pectively, resulting in effective tax raté®@% and 16.3%, respectively. The
effective tax rate for the three months ended M&@h2013 decreased from the prior period, primatile to the renewal of the federal rese
and development tax credit contained in the Ameritaxpayer Relief Act of 2012 (the “Act”), which wanacted on January 2, 2013. The Ac
retroactively reinstated the federal research awtldpment tax credit from January 1, 2012, throDghember 31, 2013. The effect of the
change in the tax law related to fiscal 2012 igmized in its entirety as a benefit to incomedagense in the three months ended March 30,
2013, the quarter in which the law was enactece ifrtpact of this item was partially offset by a @&se in the deductibility of stock-based
compensation expense in the three months endechN&r2013, primarily due to the prior period oimed increase in the deductibility of
stock-based compensation expense in connectiontingtformer CEQ’s separation from the Company ih220
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At March 30, 2013, the Company had gross unrecegitiax benefits of $4.3 million, $4.1 million of weh would affect the effective tax
rate if recognized. The Company recognizes interedtpenalties related to unrecognized tax beriafitse provision for income taxes.

The Company believes it is reasonably possiblettiegross unrecognized tax benefits will decrégsapproximately $1.3 million in the
next 12 months due to the lapse of the statutenifations applicable to a tax deduction claimedaggrior year foreign tax return.

The tax years 2006 through 2013 remain open to Exaion by the major taxing jurisdictions to whittte Company is subject. The
Company’s 2009, 2010 and 2011 federal income taxne are under examination by the U.S. InternaleRae Service. Although the outcome
of tax audits is always uncertain, the Companyevel that the results of the examination will natenially affect its financial position or
results of operations. The Company is not curyammider audit in any other major taxing jurisdictio

Item 2. Management’s Discussion and Analysis of Rancial Condition and Results of Operations

The following discussion and analysis of financiahdition and results of operations should be meanjunction with the Condensed
Consolidated Financial Statements and related iégsto included elsewhere in this report. Théedssion contains forward-looking
statements. Please see the “Cautionary Statemeoweaand “Risk Factors” below for discussions @ timcertainties, risks and assumptions
associated with these statements. Our fiscal yedifieancial reporting periods are a 52- or 53- kvgear ending on the Saturday closest to
December 31st. Fiscal 2013 will have 52 weeks &u@lf2012 had 52 weeks. Our first quarter of fi&€d 3 ended March 30, 2013. Ouir first
quarter of fiscal 2012 ended March 31, 2012.

Overview

We design and develop proprietary, analog-intensnired-signal integrated circuits (ICs) for a ltoange of applications. Mixed-signal
ICs are electronic components that convert realdhvamalog signals, such as sound and radio wamesdigital signals that electronic products
can process. Therefore, mixed-signal ICs are atitomponents in products addressing a varietyarkats, including communications,
consumer, industrial and automotive. Our majoraustrs include Cisco, Huawei, LG Electronics, P&amasonic, Samsung, Sony,
Technicolor, Varian Medical Systems and ZTE.

As a fabless semiconductor company, we rely onliparty semiconductor fabricators in Asia, and tesser extent the United States and
Europe, to manufacture the silicon wafers thaemfour IC designs. Each wafer contains numeragisadiich are cut from the wafer to crea
chip for an IC. We rely on third parties in Asiagssemble, package, and, in most cases, testdbemes and ship these units to our customer
Testing performed by such third parties facilitefester delivery of products to our customers {palarly those located in Asia), shorter
production cycle times, lower inventory requirensehdwer costs and increased flexibility of tegpaeity.

Our expertise in analog-intensive, high-performameixed-signal ICs enables us to develop highlfedéntiated solutions that address
multiple markets. We group our products into thiéofeing categories:

»  Broad-based products, which include our microcdlgre, timing products (clocks and oscillators)wao and isolation devices, and
touch controllers;

e Broadcast products, which include our broadcasivaamd video products;
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*  Access products, which include our Voice over IBI®) products, embedded modems and our Power dkerriet (PoE) devices;
and

e Mature products, which include certain devices #ratat the end of their respective life cycles tnedefore receive minimal or no
continued research and development investment.

Through acquisitions and internal development ¢gfoxve have continued to diversify our product fadid and introduce next generation
ICs with added functionality and further integration the first three months of fiscal 2013, weddiuced the latest generation of our analog-
tuned, analog/digital-display (ATxD) multiband radCs and a high-performance, ultra-low-power véssl transceiver optimized for China’s
smart metering market. We plan to continue to ohiic® products that increase the content we prdueidexisting applications, thereby enabl
us to serve markets we do not currently addreseapanding our total available market opportunity.

During the three months ended March 30, 2013, wiedm& customer, Samsung, whose purchases acrase®y wf product areas
represented more than 10% of our revenues. Iniaddi direct sales to customers, some of our estboners purchase products indirectly
from us through distributors and contract manufi@ess An end customer purchasing through a contnaciufacturer typically instructs such
contract manufacturer to obtain our products acdriporate such products with other componentsdlar sy such contract manufacturer to the
end customer. Although we actually sell the prosltiet and are paid by, the distributors and cohtremufacturers, we refer to such end
customer as our customer. Two of our distributBdgm Technology and Avnet, represented more thé&m dflour revenues during the three
months ended March 30, 2013. There were no otlséiitalitors or contract manufacturers that accoufaechore than 10% of our revenues
during the three months ended March 30, 2013.

The percentage of our revenues derived from outsfidlee United States was 89% during the three hwoahded March 30, 2013. All of
our revenues to date have been denominated inddli@rs. We believe that a majority of our revenwiiscontinue to be derived from
customers outside of the United States.

The sales cycle for our ICs can be as long as Ithe@r more. An additional three to six monthsnare are usually required before a
customer ships a significant volume of devices ihabrporate our ICs. Due to this lengthy saledeywe typically experience a significant
delay between incurring research and developmehsalling, general and administrative expensestlamdorresponding sales. Consequently
if sales in any quarter do not occur when expeaggenses and inventory levels could be disproately high, and our operating results for
that quarter and, potentially, future quarters widag adversely affected. Moreover, the amountnoé tbetween initial research and
development and commercialization of a productyér, can be substantially longer than the salele dgr the product. Accordingly, if we
incur substantial research and development cost®uti developing a commercially successful prodot,operating results, as well as our
growth prospects, could be adversely affected.

Because many of our ICs are designed for use iauwnar products such as televisions,tsptboxes, radios and mobile handsets, we e
that the demand for our products will be typicallibject to some degree of seasonal demand. Howapél,changes in our markets and ac
our product areas make it difficult for us to aataty estimate the impact of seasonal factors orbosiness.
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Results of Operations
The following describes the line items set forttoimr Condensed Consolidated Statements of Income:

Revenues. Revenues are generated almost exclusively bg séleur ICs. We recognize revenue on sales wheaf Hie following criteria are
met: 1) there is persuasive evidence that an agraagt exists, 2) delivery of goods has occurreth&}ales price is fixed or determinable, an
4) collectibility is reasonably assured. Generallg,recognize revenue from product sales to domestomers and contract manufacturers upor
shipment. Certain of our sales are made to digoilswnder agreements allowing certain rights tfrreand price protection on products un:
by distributors. Accordingly, we defer the reveraumal cost of revenue on such sales until the digtils sell the product to the end customer.
Our products typically carry a one-year replacemeantranty. Replacements have been insignificadate. Our revenues are subject to
variation from period to period due to the volunfislipments made within a period, the mix of pradwee sell and the prices we charge for
our products. The vast majority of our revenuesawergotiated at prices that reflect a discount ftieenlist prices for our products. These
discounts are made for a variety of reasons, imetnd.) to establish a relationship with a new oustr, 2) as an incentive for customers to
purchase products in larger volumes, 3) to propiadit margin to our distributors who resell oupgducts or 4) in response to competition. In
addition, as a product matures, we expect thaavieeage selling price for such product will declcthes to the greater availability of competing
products. Our ability to increase revenues in there is dependent on increased demand for ouplesttad products and our ability to ship
larger volumes of those products in response th demand, as well as our ability to develop or @eguew products and subsequently ach
customer acceptance of newly introduced products.

Cost of Revenues. Cost of revenues includes the cost of purchafsiighed silicon wafers processed by independamdioies; costs
associated with assembly, test and shipping oktiposducts; costs of personnel and equipment agsdaivith manufacturing support, logist
and quality assurance; costs of software royaltiteer intellectual property license costs andaieracquired intangible assets; and an alloc
portion of our occupancy costs.

Research and Development.Research and development expense consists dyirobgersonnel-related expenses, including stoakell
compensation, as well as new product masks, exteonaulting and services costs, equipment tookugipment depreciation, amortization of
intangible assets, and an allocated portion ofo@aupancy costs. Research and development actiiititude the design of new products,
refinement of existing products and design of testhodologies to ensure compliance with requiretifigations.

Selling, General and Administrative. Selling, general and administrative expense st&primarily of personnel-related expenses, irinyd
stock-based compensation, as well as an allocateibip of our occupancy costs, sales commissiomsdependent sales representatives,
applications engineering support, professional,flegml fees and promotional and marketing expenses

Interest Income. Interest income reflects interest earned on eshccash equivalents and investment balances.

Interest Expense. Interest expense consists of interest on ourt stmar long-term obligations, including our CreditcHities.

Other Income (Expense), Net. Other income (expense), net consists primarifiprdign currency remeasurement adjustments asasealthe
non-operating income and expenses.

Provision for Income Taxes. Provision for income taxes includes both domemtid foreign income taxes at the applicable stafutites
adjusted for non-deductible expenses, researcldevelopment tax credits and other permanent diffars.
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The following table sets forth our Condensed Cadatéd Statements of Income data as a percentageeariues for the periods indicated:

Three Months Ended

March 30, March 31,
2013 2012

Revenue: 100.(% 100.(%
Cost of revenues 39.¢ 40.5
Gross margin 60.1 59.7
Operating expense

Research and developme 25.¢ 26.2

Selling, general and administrative 20.C 20.2
Operating expenses 45.€ 46.4
Operating income 14.2 13.c
Other income (expense

Interest income 0.2 0.4

Interest expens (0.6) 0.C

Other income (expense), net 0.C (0.
Income before income taxes 13.¢ 13.€
Provision for income taxes 0.C 2.2
Net income 13.8% 11.4%
Revenues

Three Months Ended
March 30, March 31, %

(in millions) 2013 2012 Change Change
Revenue! $ 145.¢ $ 1257 $ 19.7 15.7%

The growth in revenues in the recent period waspdimarily to market share gains and the additibproduct revenues from the
acquisition of Ember in July 2012. Unit volumesoof products increased compared to the three memithad March 31, 2012 by 9.7%.
Average selling prices increased during the samiegéy 5.4%. The average selling prices of oudpiais may fluctuate significantly from
period to period. In general, as our products bexmore mature, we expect to experience decreasegiage selling prices. We anticipate
that newly announced, higher priced, next genargiroducts and product derivatives will offset samhéhese decreases.

Gross Margin

Three Months Ended

March 30, March 31, %
(in millions) 2013 2012 Change Change
Gross margir $ 87.4 $ 751 $ 12.5 16.2%
Percent of revenu 60.1% 59.7%

The increase in the dollar amount of gross mamgithé recent period was primarily due to our insesbsales. We may experience decline:
in the average selling prices of certain of ourdpieds. This creates downward pressure on grossimasd percentage of revenues and may b
offset to the extent we are able to: 1) introduiggaér margin new products and gain market share it ICs; 2) achieve lower production
costs from our wafer suppliers and third-party adslg and test subcontractors; 3) achieve lower ypetidn costs per unit as a result of
improved yields throughout the manufacturing prsces 4) reduce logistics costs.
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Research and Development

Three Months Ended

March 30, March 31, %
(in millions) 2013 2012 Change Change
Research and developme $ 37 $ 32¢ % 4.7 14.1%
Percent of revenu 25.% 26.2%

The increase in research and development expeltse necent period was principally due to (a) amease of $2.5 million for personnel-
related expenses, including personnel costs asedaiath the acquisition of Ember, (b) an increas80.6 million for the amortization of
intangible assets, and (c) $0.5 million for the &inment of assets in the recent period. We expettresearch and development expense will
increase modestly in absolute dollars in the secpadter of 2013.

Recent development projects include the latestrgéine of our analog-tuned, analog/digital-disp{ayrxD) multiband radio ICs, a high-
performance, ultra-low-power wireless transceiygirized for China’s smart metering market, a dgRH and temperature “sensor-on-a-
chip” solution, low-jitter clock buffers with higimtegration of clock tree functions, a crystal-l&s3B-to4(2)S audio bridge designed to supyg.

a wide range of codecs and DACs, a family of dig#alators that are drop-in replacements for optigders, high-performance 8-bit
microcontrollers featuring an integrated tempemgansor with best-in-class accuracy, two next-geioa EZRadio®wireless ICs designed
simplify the addition of high-performance wirelesmnectivity to cost-sensitive embedded applicati@aavanced AM/FM receivers tuned for
the high-end consumer and professional audio ecgipmarket, a family of TV tuners offering both besclass RF performance and support
for all worldwide TV standards, a multimedia demiador that merges all DVB standards into a singlgysolution, isolated ADC converters
designed specifically for the demands of mains tmitoring and a single-port PoE controller thands “plug-and-play” simplicity to
embedded PSE designs.

Selling, General and Administrative

Three Months Ended

March 30, March 31, %
(in millions) 2013 2012 Change Change
Selling, general and administrati $ 29z $ 254 % 3.8 14.€%
Percent of revenu 20.(% 20.2%

The increase in selling, general and administragigense in the recent period was principally duadreases of (a) $3.0 million for
personnel-related expenses, and (b) $1.5 milliofefgal fees, primarily related to litigation. Therease was offset in part by a decline of
$2.8 million in the fair value of acquisition-redat contingent consideration in the recent perisdsaampared to a decline of $0.9 million in the
fair value of contingent consideration in the pperiod. We expect that selling, general and athimative expense will increase modestly in
absolute dollars in the second quarter of 2013.

Interest Income

Interest income for the three months ended Margt2803 was $0.3 million compared to $0.5 million fiee three months ended March 31
2012.

Interest Expense

Interest expense for the three months ended MarcB@L3 was $0.8 million compared to $33 thousandhfe three months ended
March 31, 2012. The increase in the recent pesqgaincipally due to interest on our Term Loan KFgcunder our Credit Agreement.
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Other Income (Expense), Net
Other income (expense), net was $(0.1) milliontfierthree months ended March 30, 2013 and MarcB®IL2.

Provision for Income Taxes

Three Months Ended

March 30, March 31,
(in millions) 2013 2012 Change
Provision for income taxe $ 0C $ 28 % 2.9
Effective tax rate 0.2% 16.2%

The effective tax rate for the three months endeagidkl 30, 2013 decreased from the prior period, gmilgndue to the renewal of the fede
research and development tax credit containedei\therican Taxpayer Relief Act of 2012 (the “Acthich was enacted on January 2, 2013
The Act retroactively reinstated the federal resle@nd development tax credit from January 1, 28%@ugh December 31, 2013. The effec
the change in the tax law related to fiscal 20I2@®gnized in its entirety as a benefit to incdmeexpense in the three months ended
March 30, 2013, the quarter in which the law wascted. The impact of this item was partially offse a decrease in the deductibility of
stock-based compensation expense in the three mentted March 30, 2013, primarily due to the ppigniod one-time increase in the
deductibility of stock-based compensation expensmnnection with the former CEO’s separation fithin Company in 2012.

The effective tax rates for each of the periodsg@m¢ed differ from the federal statutory rate d¥i38ue to the amount of income earned in
foreign jurisdictions where the tax rate may bedowhan the federal statutory rate, research anelalement tax credits and other permanent
items including changes to the liability for unrgozed tax benefits.

Business Outlook

We expect revenues in the second quarter of fR2HB to be in the range of $140 to $146 millionttkermore, we expect our diluted
earnings per share to be in the range of $0.30.186$

Liquidity and Capital Resources

Our principal sources of liquidity as of March 2013 consisted of $309.1 million in cash, cashants and short-term investments, of
which approximately $172.6 million was held by @lf. entities. The remaining balance was held nfaneign subsidiaries. Our cash
equivalents and short-term investments consisteidéble-rate demand notes, corporate bonds, ripahiconds, money market funds, U.S.
Treasury bills, asset-backed securities, U.S. gouent bonds and international government bonds.

Our long-term investments consisted of auction-sateurities. Early in fiscal 2008, auctions for maii our auction-rate securities failed
because sell orders exceeded buy orders. As ofVBirc2013, we held $12.5 million par value auctiate securities, all of which have
experienced failed auctions. These securities hamtractual maturity dates ranging from 2033 to&0/&e are receiving the underlying cash
flows on all of our auction-rate securities. Thpipal amounts associated with failed auctionsnateexpected to be accessible until a
successful auction occurs, the issuer redeemsthgity, a buyer is found outside of the auctionggss or the underlying securities mature
are unable to predict if these funds will becomailable before their maturity dates. We do not expe@ need access to the capital represente
by any of our auction-rate securities prior to theaturities.
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Net cash provided by operating activities was $28ilbon during the three months ended March 3@,2&ompared to net cash provided
of $26.1 million during the three months ended M&Bd, 2012. Operating cash flows during the threatimss ended March 30, 2013 reflect oul
net income of $20.0 million, adjustments of $19.i8iam for depreciation, amortization, stock-basminpensation and deferred income taxes,
and a net cash outflow of $9.8 million due to chemy our operating assets and liabilities.

Accounts receivable decreased to $72.8 million atdd 30, 2013 from $78.0 million at December 29, 2@®ur average days sales
outstanding (DSO) was 45 days at March 30, 20134&ndhys at December 29, 2012.

Inventory increased to $56.9 million at March 3012 from $49.6 million at December 29, 2012. Oweintory level is primarily impacted
by our need to make purchase commitments to sufedasted demand and variations between foratasid actual demand. The increase il
inventory resulted primarily from (a) actual demdodcertain products not matching forecasted deipand (b) a build in inventory in
connection with new product ramps. Our average days/entory (DOI) was 88 days at March 30, 2008 &6 days at December 29, 2012.

Net cash used in investing activities was $58.3anilduring the three months ended March 30, 2@b&)pared to net cash used of $25.6
million during the three months ended March 31,200he increase in cash outflows was principallg thua decrease of $34.8 million from
proceeds from sales and maturities of marketaldergies.

We anticipate capital expenditures of approxima$dlg to $18 million for fiscal 2013. Additionallgs part of our growth strategy, we
expect to evaluate opportunities to invest in @ua@ other businesses, intellectual property ohitelogies that would complement or expand
our current offerings, expand the breadth of ourkeiz or enhance our technical capabilities.

Net cash provided by financing activities was $2iBion during the three months ended March 30,2@bmpared to net cash provided of
$2.5 million during the three months ended MarchZL2. In January 2013, our Board of Directorharized a program to repurchase up to
$50 million of our common stock through January£201

Debt

On July 31, 2012, we entered into a $230 millimefyear Credit Agreement (the “Agreement”). The égment consists of a $100 million
Term Loan Facility and a $130 million Revolving @iteFacility.

The Term Loan Facility provides for quarterly pijped amortization (equal to 5% of the principakiach of the first two years and 10% of
the principal in each of the next three years) whhremaining balance payable upon the maturity. dde Revolving Credit Facility include
$25 million letter of credit sublimit and a $10 hidh swingline loan sublimit. We have an optioniriorease the size of the Revolving Credit
Facility by up to an aggregate of $50 million irddnal commitments, subject to certain conditiods September 27, 2012, we borrowed
$100 million under the Term Loan Facility. To dates have not borrowed under the Revolving Crediflfa

The Term Loan Facility and Revolving Credit Fagilibther than swingline loans, will bear interest BBOR plus an applicable margin or,
at our option, a base rate (defined as the higifahe Bank of America prime rate, the Federal Rurade plus 0.50% and a daily rate equal to
one-month LIBOR plus 1.00%) plus an applicable rimar§wingline loans accrue interest at a per anratmbased on the base rate plus the
applicable margin for base rate loans. The apgkcatargins for the LIBOR rate loans range from %50 2.50% and for base rate loans ra
from 0.50% to 1.50%, depending in each case, otethegage ratio as defined in the Agreement. We jpdsy a commitment fee on the unused
amount of the Revolving Credit Facility.
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In connection with the closing of the Credit Agrem) we entered into a security and pledge agreerdeder the security and pledge
agreement, we pledged equity securities of cedfour subsidiaries, subject to exceptions andtétiuns. The Credit Facilities contain various
conditions, covenants and representations with ivive must be in compliance in order to borrow fuadd to avoid an event of default,
including financial covenants that we must maintiaverage ratio (funded debt/EBITDA) of no mdrart 2.5 to 1 and a minimum fixed
charge coverage ratio (EBITDA/debt payments, inctemes and capital expenditures) of no less tha@d tb. 1. As of March 30, 2013, the
Company was in compliance with all covenants ofGhedit Facilities. See Note Debt, to the Condensed Consolidated Financial Statesnen
for additional information.

Our future capital requirements will depend on méagjors, including the rate of sales growth, madaeeptance of our products, the
timing and extent of research and development praj@otential acquisitions of companies or tecbgigls and the expansion of our sales and
marketing activities. We believe our existing casdsh equivalents, investments and credit undeCoedit Facilities are sufficient to meet our
capital requirements through at least the next @8ths, although we could be required, or couldtetecseek additional funding prior to that
time. We may enter into acquisitions or strategiarrgements in the future which also could requg¢o seek additional equity or debt
financing.

Critical Accounting Policies and Estimates

The preparation of financial statements and accoyipg notes in conformity with U.S. generally acsgbaccounting principles requires
that we make estimates and assumptions that dfffe@mounts reported. Changes in facts and ciranoss could have a significant impact or
the resulting estimated amounts included in tharfaial statements. We believe the following critmecounting policies affect our more
complex judgments and estimates. We also have ptiieies that we consider to be key accountingcped, such as our policies for revenue
recognition, including the deferral of revenues aast of revenues on sales to distributors; howetiese policies do not meet the definition of
critical accounting estimates because they do eoelly require us to make estimates or judgmibatsare difficult or subjective.

Inventory valuatior— We assess the recoverability of inventories tghotine application of a set of methods, assumptimasestimates. In
determining net realizable value, we write dowreimory that may be slow moving or have some formlsolescence, including inventory
that has aged more than 12 months. We also atijgistaiuation of inventory when its standard costeexls the estimated market value less
selling costs. We assess the potential for anyualu@istomer returns based on known quality ommss issues and write-off inventory losses
for scrap or non-saleable material. Inventory ribeowise identified to be written down is compateén assessment of our 12-month
forecasted demand. The result of this methodolsgpimpared against the product life cycle and cdithesituations in the marketplace to
determine the appropriateness of the resultingnitorg levels. Demand for our products may fluctustmificantly over time, and actual
demand and market conditions may be more or lessdhle than those that we project. In the evemt élotual demand is lower or market
conditions are worse than originally projected,ifiddal inventory write-downs may be required.

Stock-based compensatien We recognize the fair-value of stock-based cormpton transactions in the Consolidated Statenwdritecome.
The fair value of our full-value stock awards (wille exception of market-based performance awaqisls the fair market value of our stock
on the date of grant. The fair value of our matk@ted performance award grants is estimated alatieeof grant using a Monte-Carlo
simulation. The fair value of our stock option ardployee stock purchase plan grants is estimatén atate of grant using the Black-Scholes
option pricing model. In addition, we are requitedestimate the expected forfeiture rate of ouclstgrants and only recognize the expense fol
those shares expected to vest. If our actual esqpesidiffers significantly from the assumptionsdigecompute our stock-based compensatiol
cost, or if different assumptions had been usednag have recorded too much or too little stockebdasompensation cost. See Not&tck-
Based Compensatic, to the Condensed Consolidated Financial Statesrfenadditional information.
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Investments in aucti-rate securities— We determine the fair value of our investmentaunction-rate securities using a discounted cawsf fl
model. The assumptions used in preparing the digedwcash flow model include estimates for interatts, amount of cash flows, expected
holding periods of the securities and a discoumefi@ct our inability to liquidate the securiti¢or available-for-sale auction-rate securities, if
the calculated value is below the carrying amodtithe securities, we then determine if the dedimealue is other-than-temporary. We
consider various factors in determining whethemapairment is other-than-temporary, including tegeyity and duration of the impairment,
changes in underlying credit ratings, forecastedvery, our intent to sell or the likelihood thag¢ would be required to sell the investment
before its anticipated recovery in market value gnedprobability that the scheduled cash paymeiitg@ntinue to be made. When we
conclude that an other-than-temporary impairmestdzurred, we assess whether we intend to sedletarity or if it is more likely than not
that we will be required to sell the security befoecovery. If either of these two conditions is,me recognize a charge in earnings equal to
the entire difference between the security’s amedicost basis and its fair value. If we do nagnitto sell a security and it is not more likely
than not that we will be required to sell the ségurefore recovery, the unrealized loss is sepdraito an amount representing the credit loss
which is recognized in earnings, and the amouatedlto all other factors, which is recorded inuacalated other comprehensive loss.

Acquired intangible asse— When we acquire a business, a portion of thelase price is typically allocated to identifiabiaingible assets,
such as acquired technology and customer relatipsishair value of these assets is determined pilymasing the income approach, which
requires us to project future cash flows and applappropriate discount rate. We amortize intaegilsksets with finite lives over their expec
useful lives. Our estimates are based upon assongpbielieved to be reasonable but which are inltigrencertain and unpredictable.
Assumptions may be incomplete or inaccurate, arahtiripated events and circumstances may occusriect estimates could result in future
impairment charges, and those charges could beialdteour results of operations.

Impairment of goodwill and other lo-lived assets— We review long-lived assets which are held areluscluding fixed assets and
purchased intangible assets, for impairment whaneh@nges in circumstances indicate that the gagrgimount of the assets may not be
recoverable. Such evaluations compare the cargmimgunt of an asset to future undiscounted netftasis expected to be generated by the
asset over its expected useful life and are sicpanifily impacted by estimates of future prices asldmes for our products, capital needs,
economic trends and other factors which are inhgreifficult to forecast. If the asset is considdrto be impaired, we record an impairment
charge equal to the amount by which the carryiigevaf the asset exceeds its fair value determiyegither a quoted market price, if any, ¢
value determined by utilizing a discounted castvftechnique.

We test our goodwill for impairment annually aghué first day of our fourth fiscal quarter andmerrim periods if certain events occur
indicating that the carrying value of goodwill miag impaired. The goodwill impairment test is a tstep process. The first step of the
impairment analysis compares our fair value torairbook value. In determining fair value, the asding guidance allows for the use of
several valuation methodologies, although it stgtested market prices are the best evidence ofédire. If the fair value is less than the net
book value, the second step of the analysis corsheeimplied fair value of our goodwill to its cging amount. If the carrying amount of
goodwill exceeds its implied fair value, we recagnan impairment loss equal to that excess amount.

Income taxe— We are required to calculate income taxes in eatihegurisdictions in which we operate. This preg@volves calculating tt
actual current tax liability together with assegsi@mporary differences in recognition of inconmsg) for tax and accounting purposes. These
differences result in deferred tax assets andliligdsi which are included in our Consolidated Bala Sheet. We record a valuation allowance
when it is more likely than not that some portiorath of the deferred tax assets will not be readizin assessing the need for a valuation
allowance, we are required to estimate the amouemected future taxable income. Judgment is hitgin this process and differences
between the estimated and actual taxable incomle cesult in a material impact on our Consolida@uhncial Statements.
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We recognize liabilities for uncertain tax posisdmased on a two-step process. The first stepreesgjus to determine if the weight of
available evidence indicates that the tax positias met the threshold for recognition; therefore must evaluate whether it is more likely tl
not that the position will be sustained on auditjuding resolution of any related appeals orditign processes. The second step requires us
measure the tax benefit of the tax position takemxpected to be taken, in an income tax retuthesargest amount that is more than 50%
likely of being realized upon ultimate settlemértiis measurement step is inherently complex andires)subjective estimations of such
amounts to determine the probability of varioussiale outcomes. We re-evaluate the uncertain takipos each quarter based on factors
including, but not limited to, changes in factccocumstances, changes in tax law, expirationgatfites of limitation, effectively settled issues
under audit, and new audit activity. Such a changecognition or measurement would result in #agognition of a tax benefit or an additio
charge to the tax provision in the period.

Although we believe the measurement of our liabsifor uncertain tax positions is reasonable,ssu@@nce can be given that the final
outcome of these matters will not be different thdmat is reflected in the historical income taxyismons and accruals. If additional taxes are
assessed as a result of an audit or litigaticcgutd have a material effect on our income tax jgiom and net income in the period or periods
for which that determination is made. We operathiwimultiple taxing jurisdictions and are subjeztudit in these jurisdictions. These audits
can involve complex issues which may require arredkd period of time to resolve and could resudtdditional assessments of income tax.
We believe adequate provisions for income taxeg t@en made for all periods.

Recent Accounting Pronouncements

In February 2013, the Financial Accounting Stangd@dard (FASB) issued FASB Accounting Standardsdtp@ASU) No. 2013-02,
Comprehensive Income (Topic 220) — Reporting ofulwtscReclassified Out of Accumulated Other Comprgilie Income ASU 2013-02
requires an entity to provide information about dineounts reclassified out of accumulated other cehgnsive income by component. In
addition, an entity is required to present, eithethe face of the financial statements or in thies, significant amounts reclassified out of
accumulated other comprehensive income by the céigpdine items of net income, but only if the ambreclassified is required under U.S.
GAAP to be reclassified to net income in its enira the same reporting period. For amounts thanhat required to be reclassified in their
entirety to net income, an entity is required tossrreference to other disclosures that providé@iaddl details about those amounts. ASU
201392 is effective prospectively for reporting peridasginning after December 15, 2012. The adoptiahiefASU did not have an impact
our financial statements, but did amend the discksfor accumulated other comprehensive loss.

Quantitative and Qualitative Disclosures about Marlet Risk
Interest Incomt

Our investment portfolio includes cash, cash edaiwa, short-term investments and Idegm investments. Our main investment object
are the preservation of investment capital andrthgimization of after-tax returns on our investmgoittfolio. Our interest income is sensitive
to changes in the general level of U.S. intergststaOur investment portfolio holdings as of MaB€h 2013 yielded less than 100 basis points.
A decline in yield to zero basis points on our stveent portfolio holdings as of March 30, 2013 webdécrease our annual interest income by
approximately $1.2 million. We believe that ouréstment policy, which defines the duration, coneitn, and minimum credit quality of the
allowable investments, meets our investment objesti
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Interest Expense

We are exposed to interest rate fluctuations imtirenal course of our business, including through@redit Facilities. The interest
payments on the facility are calculated using dade-rate of interest. We have entered into agr@dt rate swap agreement with a notional
value of $100 million (equal to the full amount tmwed under the Term Loan Facility) and, effectyelonverted the variable-rate interest
payments on the Term Loan Facility to fixed-rateiast payments through July 2017.

Investments in Aucti-rate Securities

Beginning in fiscal 2008, auctions for many of auiction-rate securities failed because sell ordecseded buy orders. As of March 30,
2013, we held $12.5 million par value auction-rseeeurities, all of which have experienced failedtaums. The principal amounts associated
with failed auctions are not expected to be acbéssintil a successful auction occurs, the isse@eems the securities, a buyer is found outsic
of the auction process or the underlying securitiesure. We are unable to predict if these fundisbhecome available before their maturity
dates. Additionally, if we determine that an otkiegin-temporary decline in the fair value of anyuof available-for-sale auction-rate securities
has occurred, we may be required to adjust theicarvalue of the investments through an impairnararge.

Available Information

Our website address is www.silabs.com. Our anregdnt on Form 10-K, quarterly reports on Form 1G@rent reports on Form 8-K and
amendments to those reports filed or furnishedyansto Section 13(a) or 15(d) of the Securitiestaxge Act of 1934 are available through
the investor relations page of our website freehafrge as soon as reasonably practicable aftetegtanically file such material with, or
furnish it to, the Securities and Exchange Commis$6EC). Our website and the information contaitedein or connected thereto are not
intended to be incorporated into this Quarterly &tepn Form 10-Q.

Item 3. Quantitative and Qualitative Disclosures Aout Market Risk

Information related to quantitative and qualitattlisclosures regarding market risk is set fortMemagement’s Discussion and Analysis of
Financial Condition and Results of Operations urittgn 2 above. Such information is incorporateddfgrence herein.

Iltem 4. Controls and Procedures

We have performed an evaluation under the supervisnd with the participation of our managemerdiuding our Chief Executive Offic
(CEO) and Chief Financial Officer (CFO), of theeaffiveness of our disclosure controls and procej@® defined in Rule 13a-15(e) under the
Securities Exchange Act of 1934 (the Exchange Aadged on that evaluation, our management, inajudir CEO and CFO, concluded that
our disclosure controls and procedures were effects of March 30, 2013 to provide reasonable asserthat information required to be
disclosed by us in the reports filed or submittgdib under the Exchange Act is recorded, processeaimarized and reported within the time
periods specified in the SEC’s rules and forms.hSiisclosure controls and procedures include ctménod procedures designed to ensure the
information required to be disclosed is accumulated communicated to our management, includingd®® and CFO, to allow timely
decisions regarding required disclosures. Therensashange in our internal controls during thedisquarter ended March 30, 2013 that
materially affected, or is reasonably likely to evédlly affect, our internal controls over finarlaieporting.
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Part Il. Other Information
Item 1. Legal Proceedings
Patent Litigation

On May 13, 2012, MaxLinear, Inc., a Delaware cogtion, filed a lawsuit against us in the Unitedt&eDistrict Court in the Southern
District of California, San Diego Division, seekiagleclaratory judgment that MaxLinear productsidbinfringe 19 of our patents and that
such patents are invalid. We have counterclaimedsaieg MaxLinear of infringing 9 of our patentsglunding 6 of the named 19 patents and 3
additional patents. We have asked the Court farenpnent injunction stopping the sale of all aliigénfringing MaxLinear products.
MaxLinear has alleged that it does not infringe ahgur 22 patents at issue in this case and thaRaf the patents are invalid.

On July 17, 2012, we filed a lawsuit against Maxdanin the United States District Court in the ®eun District of California, San Diego
Division, alleging infringement of one additionatpnt. Our complaint seeks a permanent injunctiopping the sale of all allegedly infringii
MaxLinear products.

On July 30, 2012, we filed a complaint in Uniteat8s District Court for the Western District of BesxAustin Division, seeking a
declaratory judgment that 3 of MaxLinear’s pateares invalid and that our products do not infringelspatents. The Texas Court determined
that the dispute concerning MaxLinear's patentdl sistead proceed in the California Court in tlee@nd lawsuit referenced above.

In this second lawsuit in the California Court, M&near has counterclaimed alleging infringementhafse 3 MaxLinear patents by a
variety of our products, and has asked the Cour feermanent injunction stopping the sale of bl allegedly infringing products.
MaxLinear is also seeking a declaratory judgmeat tlur patent asserted in this second lawsuittisnfiitnged and is invalid.

At this time, we cannot predict the outcome of éhematters or the resulting financial impact toitiany.

Other

We are involved in various other legal proceeditings have arisen in the normal course of busindédle the ultimate results of these
matters cannot be predicted with certainty, we aloexxpect them to have a material adverse effecuortonsolidated financial statements.

Iltem 1A. Risk Factors
Risks Related to our Business

We may not be able to maintain our historical growh and may experience significant period-to-periodléictuations in our revenues and
operating results, which may result in volatility in our stock price

Although we have generally experienced revenue tiramvour history, we may not be able to sustais ¢fnowth. We may also experience
significant period-to-period fluctuations in ouvemues and operating results in the future duentanaber of factors, and any such variations
may cause our stock price to fluctuate. In someréuperiod our revenues or operating results mayebmv the expectations of public market
analysts or investors. If this occurs, our stodkgomay drop, perhaps significantly.

A number of factors, in addition to those citedther risk factors applicable to our business, o@tribute to fluctuations in our revenues
and operating results, including:

*  The timing and volume of orders received from austomers;

*  The timeliness of our new product introductions #relrate at which our new products may cannibalireolder products;
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*  The rate of acceptance of our products by our custs, including the acceptance of new products a develop for integration in
the products manufactured by such customers, whchefer to as “design wins”;

* The time lag and realization rate between “desigrstwand production orders;
e«  The demand for, and life cycles of, the product®iporating our ICs;
e The rate of adoption of mixed-signal ICs in the ke#s we target;

»  Deferrals or reductions of customer orders in veitbon of new products or product enhancements fis or our competitors or
other providers of ICs;

*  Changes in product mix;

The average selling prices for our products coutpbuddenly due to competitive offerings or coritjet predatory pricing;
»  The average selling prices for our products gehedacline over time;

e Changes in market standards;

* Impairment charges related to inventory, equipneemther long-lived assets;

»  The software used in our products, including sofenarovided by third parties, may not meet the seddur customers;

»  Significant legal costs to defend our intellectpadperty rights or respond to claims against ud; an

*  The rate at which new markets emerge for produetam currently developing or for which our destgpertise can be utilized to
develop products for these new markets.

The markets for consumer electronics, for exanmgyie characterized by rapid fluctuations in demardiseasonality that result in
corresponding fluctuations in the demand for owdprcts that are incorporated in such devices. Aatditly, the rate of technology acceptance
by our customers results in fluctuating demandbfarproducts as customers are reluctant to incatpa new IC into their products until the
new IC has achieved market acceptance. Once a@aehieves market acceptance, demand for the nean@uickly accelerate to a point
and then level off such that rapid historical growt sales of a product should not be viewed agatide of continued future growth. In
addition, demand can quickly decline for a produsieen a new IC product is introduced and receiveketacceptance. Due to the various
factors mentioned above, the results of any priarggrly or annual periods should not be reliednug® an indication of our future operating
performance.

If we are unable to develop or acquire new and enlmeged products that achieve market acceptance in &tely manner, our operating
results and competitive position could be harmed

Our future success will depend on our ability teelep or acquire new ICs and product enhancembatsathieve market acceptance in a
timely and cost-effective manner. The developmémized-signal ICs is highly complex, and we havéimes experienced delays in
completing the development and introduction of peaducts and product enhancements. Successful grdduelopment and market
acceptance of our products depend on a numbectfr&a including:

*  Requirements of customers;

»  Accurate prediction of market and technical requiats;
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»  Timely completion and introduction of new designs;
«  Timely qualification and certification of our ICerfuse in our customers’ products;
e« Commercial acceptance and volume production optbducts into which our ICs will be incorporated;
e Availability of foundry, assembly and test capagity
e Achievement of high manufacturing yields;
*  Quality, price, performance, power use and sizeunfproducts;
* Availability, quality, price and performance of cpating products and technologies;
»  Our customer service, application support cap&sliand responsiveness;
e Successful development of our relationships witilsteag and potential customers;
e Technology, industry standards or end-user pretererand
e Cooperation of third-party software providers amd semiconductor vendors to support our chips withsystem.

We cannot provide any assurance that products winctecently have developed or may develop in tiheré will achieve market
acceptance. We have introduced to market or adevelopment of many ICs. If our ICs fail to achiewarket acceptance, or if we fail to
develop new products on a timely basis that achieaket acceptance, our growth prospects, operegsgigts and competitive position could
be adversely affected.

Our research and development efforts are focused amlimited number of new technologies and productsgnd any delay in the
development, or abandonment, of these technologies products by industry participants, or their fail ure to achieve market acceptance,
could compromise our competitive position

Our ICs are used as components in electronic deuicearious markets. As a result, we have devatetlexpect to continue to devote a
large amount of resources to develop products baserw and emerging technologies and standartisiithde commercially introduced in
the future. Research and development expense dinéntipree months ended March 30, 2013 was $31lidmior 25.9% of revenues. A
number of large companies are actively involvethendevelopment of these new technologies and atdadShould any of these companies
delay or abandon their efforts to develop comméycevailable products based on new technologiessaandards, our research and
development efforts with respect to these techrietognd standards likely would have no appreciahlige. In addition, if we do not correctly
anticipate new technologies and standards, oeiptioducts that we develop based on these newdkdias and standards fail to achieve
market acceptance, our competitors may be bettertataddress market demand than we would. Furthrernif markets for these new
technologies and standards develop later than tigate, or do not develop at all, demand for praducts that are currently in development

would suffer, resulting in lower sales of thesedurets than we currently anticipate.
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We depend on a limited number of customers for a dastantial portion of our revenues, and the loss ofyr a significant reduction in
orders from, any key customer could significantly educe our revenues

The loss of any of our key customers, or a sigaiftaeduction in sales to any one of them, wouddifcantly reduce our revenues and
adversely affect our business. During the threethmanded March 30, 2013, our ten largest custoawsunted for 45% of our revenues.
Some of the markets for our products are dominlayeal small number of potential customers. Therefoue operating results in the foresee
future will continue to depend on our ability tdlde these dominant customers, as well as thetwlod these customers to sell products that
incorporate our IC products. In the future, thesgt@mers may decide not to purchase our ICs gi@ithase fewer ICs than they did in the
or alter their purchasing patterns, particularlgdese:

*  We do not have material long-term purchase corgnaith our customers;

e Substantially all of our sales to date have beedentan a purchase order basis, which permits odorgs's to cancel, change or delay
product purchase commitments with little or no o@tio us and without penalty;

*  Some of our customers may have efforts underwagtively diversify their vendor base which coulduee purchases of our ICs;
and

*  Some of our customers have developed or acquilipts that compete directly with products thestamers purchase from us,
which could affect our customers’ purchasing decisiin the future.

While we have been a significant supplier of ICedus many of our customers’ products, our custemegularly evaluate alternative
sources of supply in order to diversify their su@pbase, which increases their negotiating leveraigh us and protects their ability to secure
these components. We believe that any expansioaorafustomers’ supplier bases could have an adeéfeset on the prices we are able to
charge and volume of product that we are ableltdacseur customers, which would negatively affear revenues and operating results.

Significant litigation over intellectual property in our industry may cause us to become involved irostly and lengthy litigation which
could seriously harm our business

In recent years, there has been significant liigain the United States involving patents and othiellectual property rights. From time to
time, we receive letters from various industry jggwants alleging infringement of patents, tradeksar misappropriation of trade secrets or
from customers or suppliers requesting indemnificefor claims brought against them by third parti€he exploratory nature of these
inquiries has become relatively common in the sermdactor industry. We respond when we deem appatepand as advised by legal counsel
We have been involved in litigation to protect auellectual property rights in the past and magdmee involved in such litigation again in the
future. In the future, we may become involved iditidnal litigation to defend allegations of infgament asserted by others, both directly anc
indirectly as a result of certain industry-standadkemnities we may offer to our customers or sigppl Legal proceedings could subject us to
significant liability for damages or invalidate quroprietary rights. Legal proceedings initiatedusyto protect our intellectual property rights
could also result in counterclaims or countersaiainst us. Any litigation, regardless of its outep would likely be time-consuming and
expensive to resolve and would divert our managésmame and attention. Most intellectual propditigation also could force us to take
specific actions, including:

»  Cease selling or manufacturing products that useliallenged intellectual property;

»  Obtain from the owner of the infringed intellectpabperty a right to a license to sell or use #lewant technology, which license
may not be available on reasonable terms, or;at all
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* Redesign those products that use infringing intalial property; or

e Pursue legal remedies with third parties to enfareeindemnification rights, which may not adeqlafotect our interests.
We may be unable to protect our intellectual propety, which would negatively affect our ability to canpete

Our products rely on our proprietary technologyd are expect that future technological advances rbgdes will be critical to sustain
market acceptance of our products. Therefore, Weuegethat the protection of our intellectual prageights is and will continue to be
important to the success of our business. We nmelg combination of patent, copyright, trademark tade secret laws and restrictions on
disclosure to protect our intellectual propertyhtigy We also enter into confidentiality or licermggeements with our employees, consultants,
intellectual property providers and business pastrend control access to and distribution of aguinentation and other proprietary
information. Despite these efforts, unauthorizediga may attempt to copy or otherwise obtain asel aur proprietary technology. Monitoring
unauthorized use of our technology is difficultdame cannot be certain that the steps we have takieprevent unauthorized use of our
technology, particularly in foreign countries whéne laws may not protect our proprietary right$ully as in the United States. We cannot be
certain that patents will be issued as a resutiuofpending applications nor can we be certainahgtissued patents would protect or benefit u
or give us adequate protection from competing petsllFor example, issued patents may be circumgeantehallenged and declared invalic
unenforceable. We also cannot be certain that ®théirnot develop effective competing technologoestheir own.

Failure to manage our distribution channel relatiorships could impede our future growth

The future growth of our business will depend igéapart on our ability to manage our relationshwiis current and future distributors a
sales representatives, develop additional chafoetee distribution and sale of our products arahage these relationships. As we execut
indirect sales strategy, we must manage the paterttnflicts that may arise with our direct salésrs. For example, conflicts with a
distributor may arise when a customer begins pwidigedirectly from us rather than through the disttor. The inability to successfully
execute or manage a multi-channel sales stratagg anpede our future growth. In addition, relasbips with our distributors often involve
the use of price protection and inventory retughts. This often requires a significant amountadés managemessttime and system resourt
to manage properly.

We are subject to increased inventory risks and cts because we build our products based on forecagisovided by customers before
receiving purchase orders for the products

In order to ensure availability of our products $ome of our largest customers, we start the mahufag of our products in advance of
receiving purchase orders based on forecasts @iy these customers. However, these forecaststdepresent binding purchase
commitments and we do not recognize sales for thesducts until they are shipped to the customeraAesult, we incur inventory and
manufacturing costs in advance of anticipated s&8lesause demand for our products may not mategiatnanufacturing based on forecasts
subjects us to increased risks of high inventoryiiag costs, increased obsolescence and incregmerdting costs. These inventory risks are
exacerbated when our customers purchase indirdrtygh contract manufacturers or hold componerdgrtory levels greater than their
consumption rate because this causes us to haveiddsility regarding the accumulated levels oféntory for such customers. A resulting
write-off of unusable or excess inventories wouddexrsely affect our operating results.
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Our products are complex and may contain errors whgh could lead to product liability, an increase inour costs and/or a reduction in
our revenues

Our products are complex and may contain erromsicpéarly when first introduced or as new versiams released. Our new products are
increasingly being designed in more complex praegsghich further increases the risk of errors. Blg primarily on our in-house testing
personnel to design test operations and procedi@stect any errors prior to delivery of our protuto our customers. Because our products
are manufactured by third parties, should probleotsir in the operation or performance of our ICs,may experience delays in meeting key
introduction dates or scheduled delivery datesutocastomers. These errors also could cause uswo significant re-engineering costs, divert
the attention of our engineering personnel fromproduct development efforts and cause significastomer relations and business repute
problems. Any defects could require product reptaeet or recall or we could be obligated to acceptipct returns. Any of the foregoing
could impose substantial costs and harm our busines

Product liability claims may be asserted with respe our products. Our products are typically stighrices that are significantly lower
than the cost of the end-products into which theyimcorporated. A defect or failure in our prodoetild cause failure in our customer’s end-
product, so we could face claims for damages tleatisproportionately higher than the revenuespaniits we receive from the products
involved. Furthermore, product liability risks grarticularly significant with respect to medicabdasutomotive applications because of the risk
of serious harm to users of these products. Thareéoe no assurance that any insurance we maintihisufficiently protect us from any such
claims.

Any acquisitions we make could disrupt our businesand harm our financial condition

As part of our growth and product diversificatidragegy, we continue to evaluate opportunitiesciquére other businesses, intellectual
property or technologies that would complementaurent offerings, expand the breadth of our marketenhance our technical capabilities.
The acquisitions that we have made and may mattesifuture entail a number of risks that could mally and adversely affect our business
and operating results, including:

»  Problems integrating the acquired operations, telcigies or products with our existing business pratiucts;
« Diversion of management’s time and attention fram aore business;

* Need for financial resources above our plannedsiment levels;

« Difficulties in retaining business relationshipghwsuppliers and customers of the acquired company;

* Risks associated with entering markets in whicHag& prior experience;

» Risks associated with the transfer of licensesi@lectual property;

» Increased operating costs due to acquired overhead;

»  Tax issues associated with acquisitions;

e Acquisition-related disputes, including disputegiogarn-outs and escrows;

* Potential loss of key employees of the acquiredpamy; and

»  Potential impairment of related goodwill and intdodg assets.
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Future acquisitions also could cause us to incbt decontingent liabilities or cause us to issqgaity securities that could negatively
impact the ownership percentages of existing sludders.

Our customers require our products to undergo a legthy and expensive qualification process without anassurance of product sales

Prior to purchasing our products, our customersiredhat our products undergo an extensive geatifbn process, which involves testing
of the products in the customer’s system as weligasous reliability testing. This qualificatiomgress may continue for six months or longer.
However, qualification of a product by a customeesinot ensure any sales of the product to thémes. Even after successful qualification
and sales of a product to a customer, a subsegemsion to the IC or software, changes in the I@anufacturing process or the selection of ¢
new supplier by us may require a new qualificapoocess, which may result in delays and in us hgléixcess or obsolete inventory. After oul
products are qualified, it can take an additiomahsonths or more before the customer commencaswelproduction of components or
devices that incorporate our products. Despitecthiesertainties, we devote substantial resournekiding design, engineering, sales,
marketing and management efforts, toward qualifyingproducts with customers in anticipation oesalf we are unsuccessful or delayed in
qualifying any of our products with a customer,Istailure or delay would preclude or delay saleswth product to the customer, which may
impede our growth and cause our business to suffer.

We have substantial international activities, whichsubjects us to additional business risks includinfpgistical and financial complexity,
political instability and currency fluctuations

We have established international subsidiarieshave opened offices in international markets tqsupour activities in Europe and Asia.
This has included the establishment of a headqearesingapore for nobkS. operations. The percentage of our revenuégedkirom outsid
of the United States was 89% during the three nmatided March 30, 2013. We may not be able to miaiotr increase international market
demand for our products. Our international operetiare subject to a number of risks, including:

»  Complexity and costs of managing international apiens and related tax obligations, including osadquarters for non-U.S.
operations in Singapore;

»  Protectionist laws and business practices thatrfloal competition in some countries;
« Difficulties related to the protection of our inttual property rights in some countries;

e Multiple, conflicting and changing tax and othew$aand regulations that may impact both our intégonal and domestic tax and
other liabilities and result in increased complgxihd costs;

* Longer sales cycles;

»  Greater difficulty in accounts receivable colleatiand longer collection periods;

«  High levels of distributor inventory subject toq@iprotection and rights of return to us;

e Political and economic instability;

»  Greater difficulty in hiring and retaining qualifi¢echnical sales and applications engineers amihéstrative personnel; and

*  The need to have business and operations systatnsain meet the needs of our international busimedperating structure.
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To date, all of our sales to international custan@rd purchases of components from internatiommdlgrs have been denominated in
U.S. dollars. As a result, an increase in the vafube U.S. dollar relative to foreign currencasild make our products more expensive foi
international customers to purchase, thus rendenimgproducts less competitive. Similarly, a desecia the value of the U.S. dollar could
reduce our buying power with respect to internaticuppliers.

We rely on third parties to manufacture, assemblead test our products and the failure to successfullmanage our relationships with
our manufacturers and subcontractors would negativly impact our ability to sell our products

We do not have our own wafer fab manufacturinglitees. Therefore, we rely on third-party vendassnianufacture the ICs we design. We
also currently rely on Asian thirdarty assembly subcontractors to assemble and gacdha silicon chips provided by the wafers for instnal
products. Additionally, we rely on these offshoobcontractors for a substantial portion of theingstequirements of our products prior to
shipping. We expect utilization of third-party sobtractors to continue in the future.

The cyclical nature of the semiconductor industiyes wide fluctuations in available capacity atdkparty vendors. On occasion, we have
been unable to adequately respond to unexpecteshises in customer demand due to capacity cortstamid, therefore, were unable to ber
from this incremental demand. We may be unablétain adequate foundry, assembly or test capaity bur third-party subcontractors to
meet our customers’ delivery requirements evereifagdequately forecast customer demand.

There are significant risks associated with relyonghese third-party foundries and subcontractochding:

e Failure by us, our customers or their end custortwegsialify a selected supplier;

Potential insolvency of the third-party subcontoast
* Reduced control over delivery schedules and quality
*  Limited warranties on wafers or products supplzds;
»  Potential increases in prices or payments in advérccapacity;
* Increased need for international-based supplystmgi and financial management;
e Their inability to supply or support new or chargimackaging technologies; and
Low testyields.

We typically do not have long-term supply contragith our third-party vendors which obligate thender to perform services and supply
products to us for a specific period, in specifiagtities, and at specific prices. Our third-pdoyndry, assembly and test subcontractors
typically do not guarantee that adequate capadityow available to us within the time requiredni@et demand for our products. In the event
that these vendors fail to meet our demand for @leatreason, we expect that it would take up tenbBths to transition performance of these
services to new providers. Such a transition may edquire qualification of the new providers by oustomers or their end customers.

Since our inception, most of the silicon waferstfte products that we have shipped were manufattiteer by Taiwan Semiconductor
Manufacturing Co. (TSMC) or its affiliates. Our tomers typically complete their own qualificatioropess. If we fail to properly balance
customer demand across the existing semiconduaboication facilities that we utilize or are readrby our foundry partners to increase, or
otherwise change the number of fab lines that wWizeifor our production, we might not be able tdfifl demand for our products and may
need to divert our engineering resources away frem product development initiatives to supportftizline transition, which would
adversely affect our operating results.
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Our products incorporate technology licensed fromtird parties

We incorporate technology (including software) ised from third parties in our products. We cowddshbjected to claims of infringement
regardless of our lack of involvement in the depetent of the licensed technology. Although a thpedty licensor is typically obligated to
indemnify us if the licensed technology infringesanother party’s intellectual property rights, lsiredemnification is typically limited in
amount and may be worthless if the licensor becdansmsvent. Se&ignificant litigation over intellectual property our industry may cause
to become involved in costly and lengthy litigatwimich could seriously harm our busineBarthermore, any failure of third-party technology
to perform properly would adversely affect salesaf products incorporating such technology.

Our inability to manage growth could materially and adversely affect our business

Our past growth has placed, and any future groWthuooperations will continue to place, a sigrafit strain on our management
personnel, systems and resources. We anticipatevéhwill need to implement a variety of new andjiguled sales, operational and financial
enterprise-wide systems, information technologyaisifructure, procedures and controls, includingrtiprovement of our accounting and other
internal management systems to manage this gravethraintain compliance with regulatory guidelines|uding Sarbanes-Oxley Act
requirements. To the extent our business growsinbeimal management systems and processes willtodenprove to ensure that we remain
in compliance. We also expect that we will needdntinue to expand, train, manage and motivatemaukforce. All of these endeavors will
require substantial management effort, and we ipatie that we will require additional managemenspenel and internal processes to mar
these efforts and to plan for the succession fiore to time of certain persons who have been keyagement and technical personnel. If we
are unable to effectively manage our expandingaloperations, including our international headtprarin Singapore, our business could be
materially and adversely affected.

We are subject to risks relating to product concemttion

We derive a substantial portion of our revenuesifeolimited number of products, and we expect tipesducts to continue to account fc
large percentage of our revenues in the near ©omtinued market acceptance of these productseisfore, critical to our future success. In
addition, substantially all of our products that ka&ve sold include technology related to one orenofrour issued U.S. patents. If these patent
are found to be invalid or unenforceable, our catitgms could introduce competitive products thatildoreduce both the volume and price per
unit of our products. Our business, operating testihancial condition and cash flows could therefbe adversely affected by:

A decline in demand for any of our more significamducts;

»  Failure of our products to achieve continued maakeeptance;

»  Competitive products;

*  New technological standards or changes to existiagdards that we are unable to address with @dlupts;
« Afailure to release new products or enhanced ossof our existing products on a timely basis; and

e The failure of our new products to achieve markeeatance.
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We are subject to credit risks related to our acconts receivable

We do not generally obtain letters of credit oresthecurity for payment from customers, distribsitor contract manufacturers.
Accordingly, we are not protected against accortgtsivable default or bankruptcy by these entiflé® current economic situation could
increase the likelihood of such defaults and bapiikigs. Our ten largest customers or distributepsesent a substantial majority of our
accounts receivable. If any such customer or 8istor, or a material portion of our smaller custosnar distributors, were to become insolvent
or otherwise not satisfy their obligations to ug, eould be materially harmed.

We depend on our key personnel to manage our busise effectively in a rapidly changing market, and ifve are unable to retain our
current personnel and hire additional personnel, ouability to develop and successfully market our poducts could be harmed

We believe our future success will depend in lgrget upon our ability to attract and retain higbkjlled managerial, engineering, sales an
marketing personnel. We believe that our futurecess will be dependent on retaining the servicesiokey personnel, developing their
successors and certain internal processes to reduceliance on specific individuals, and on pripeanaging the transition of key roles
when they occur. There is currently a shortageualified personnel with significant experiencelie design, development, manufacturing,
marketing and sales of analog and mixed-signal lfCparticular, there is a shortage of engineers ate familiar with the intricacies of the
design and manufacturability of analog elementd,@mpetition for such personnel is intense. Oyrtkehnical personnel represent a
significant asset and serve as the primary sowrceur technological and product innovations. We mat be successful in attracting and
retaining sufficient numbers of technical persortoedupport our anticipated growth. The loss of ahgur key employees or the inability to
attract or retain qualified personnel both in thateld States and internationally, including engisgsales, applications and marketing
personnel, could delay the development and intridlnof, and negatively impact our ability to selyr products.

Any dispositions could harm our financial condition

Any disposition of a product line would entail anmoer of risks that could materially and adverséfga our business and operating resi
including:

«  Diversion of management’s time and attention fram aore business;

« Difficulties separating the divested business;

* Risks to relations with customers who previouslycpased products from our disposed product line;

* Reduced leverage with suppliers due to reduceceggtg volume;

» Risks related to employee relations;

* Risks associated with the transfer and licensingteflectual property;

e Security risks and other liabilities related to trensition services provided in connection with thisposition;
e  Taxissues associated with dispositions; and

« Disposition-related disputes, including disputesragarn-outs and escrows.
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Our stock price may be volatile

The market price of our common stock has been ilmiatthe past and may be volatile in the futdree market price of our common stock
may be significantly affected by the following facs:

e Actual or anticipated fluctuations in our operathegults;
* Changes in financial estimates by securities atetysour failure to perform in line with such esttes;
» Changes in market valuations of other technologgmanies, particularly semiconductor companies;

* Announcements by us or our competitors of significachnical innovations, acquisitions, strategidiperships, joint ventures or
capital commitments;

» Introduction of technologies or product enhancesémit reduce the need for our products;
e The loss of, or decrease in sales to, one or meyekstomers;

*  Alarge sale of stock by a significant shareholder;

»  Dilution from the issuance of our stock in conneetwith acquisitions;

*  The addition or removal of our stock to or fromta@ck index fund,;

e Departures of key personnel; and

e The required expensing of stock awards.

The stock market has experienced extreme volatfiiy often has been unrelated to the performahparticular companies. These market
fluctuations may cause our stock price to fall rdtgss of our performance.

Most of our current manufacturers, assemblers, tesservice providers, distributors and customers areoncentrated in the same
geographic region, which increases the risk that matural disaster, epidemic, labor strike, war or pditical unrest could disrupt our
operations or sales

Most of TSMC's foundries and several of our assemalnld test subcontractors’ sites are located iwaiaiand most of our other foundry,
assembly and test subcontractors are located iRahiic Rim region. In addition, many of our custrs are located in the Pacific Rim region.
The risk of earthquakes in Taiwan and the Pacifin Region is significant due to the proximity of jpeearthquake fault lines in the area.
Earthquakes, tsunamis, fire, flooding, lack of wateother natural disasters, an epidemic, politicaiest, war, labor strikes or work
stoppages in countries where our semiconductor faaturers, assemblers and test subcontractorseaiet, likely would result in the
disruption of our foundry, assembly or test cagadibere can be no assurance that alternate cagacitd be obtained on favorable terms, if a
all.
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A natural disaster, epidemic, labor strike, wapaolitical unrest where our customers’ facilitieg éwcated would likely reduce our sales to
such customers. North Korea'’s geopolitical manengsrhave created unrest. Such unrest could ceeateomic uncertainty or instability,
could escalate to war or otherwise adversely affectth Korea and our South Korean customers andteeour sales to such customers, whick
would materially and adversely affect our operatiegults. In addition, a significant portion of thesembly and testing of our products occurs
in South Korea. Any disruption resulting from thesents could also cause significant delays inmsbigts of our products until we are able to
shift our manufacturing, assembling or testing frtve affected subcontractor to another third-paetydor.

The semiconductor manufacturing process is highlyamplex and, from time to time, manufacturing yieldsmay fall below our
expectations, which could result in our inability b satisfy demand for our products in a timely manneand may decrease our gross
margins due to higher unit costs

The manufacturing of our products is a highly coemmnd technologically demanding process. Althowghwork closely with our
foundries and assemblers to minimize the likelihobteduced manufacturing yields, we have from timéme experienced lower than
anticipated manufacturing yields. Changes in mastufiang processes or the inadvertent use of defecti contaminated materials could result
in lower than anticipated manufacturing yields nacceptable performance deficiencies, which cauel our gross margins. If our foundries
fail to deliver fabricated silicon wafers of satisfory quality in a timely manner, we will be unald meet our customers’ demand for our
products in a timely manner, which would adversdfgct our operating results and damage our custoehaionships.

We depend on our customers to support our productgnd some of our customers offer competing products

We rely on our customers to provide hardware, sariéwintellectual property indemnification and attexhnical support for the products
supplied by our customers. If our customers dgpnavide the required functionality or if our custers do not provide satisfactory support for
their products, the demand for these devices tizatrporate our products may diminish or we may tise be materially adversely affected.
Any reduction in the demand for these devices waiddificantly reduce our revenues.

In certain products, some of our customers offeirtbwn competitive products. These customers rimayif advantageous to support their
own offerings in the marketplace in lieu of promngtiour products.

Our debt could adversely affect our operations andinancial condition

We believe we have the ability to service our detdter our credit facilities, but our ability to neathe required payments thereunder when
due depends upon our future performance, whichbeikubject to general economic conditions, ingustcles and other factors affecting our
operations, including risk factors described urtter Item 1A, many of which are beyond our cont@lr credit facilities also contain
covenants, including financial covenants. If wedsteany of the covenants under our credit faciliied do not obtain appropriate waivers,
then, subject to any applicable cure periods, otstanding indebtedness thereunder could be dddimmediately due and payable.

We could seek to raise additional debt or equity gatal in the future, but additional capital may not be available on terms acceptable to
us, or at all

We believe that our existing cash, cash equivalémiestments and credit under our credit fac8itigll be sufficient to meet our working
capital needs, capital expenditures, investmentireaents and commitments for at least the nexh@@ths. However, our ability to borrow
further under the credit facilities is dependendrupur ability to satisfy various conditions, cogets and representations. It is possible that wi
may need to raise additional funds to finance ativiéies or to facilitate acquisitions of otherdinesses, products, intellectual property or
technologies. We believe we could raise these fuhdseded, by selling equity or debt securit@shte public or to selected investors. In
addition, even though we may not need additionadl$, we may still elect to sell additional equitydebt securities or obtain credit facilities
for other reasons. However, we may not be abldtaio additional funds on favorable terms, or htl&lve decide to raise additional funds by
issuing equity or convertible debt securities, dlaaership percentages of existing shareholdersdvoglreduced.
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We are a relatively small company with limited resarces compared to some of our current and potentiadompetitors and we may not
be able to compete effectively and increase markshare

Some of our current and potential competitors Hamger operating histories, significantly greagsaurces and name recognition and a
larger base of customers than we have. As a rékalte competitors may have greater credibilithwitr existing and potential customers.
They also may be able to adopt more aggressivangrlicies and devote greater resources to theldpment, promotion and sale of their
products than we can to ours. In addition, somauofcurrent and potential competitors have alressdgiblished supplier or joint development
relationships with the decision makers at our aurog potential customers. These competitors maghibe to leverage their existing
relationships to discourage their customers fromelpasing products from us or persuade them tocepar products with their products. Our
competitors may also offer bundled solutions offgra more complete product despite the technicatsma advantages of our products. Th
competitors may elect not to support our produdtskvcould complicate our sales efforts. These@hdr competitive pressures may prevent
us from competing successfully against currentuture competitors, and may materially harm our fess. Competition could decrease our
prices, reduce our sales, lower our gross margidéoadecrease our market share.

Provisions in our charter documents and Delaware \a could prevent, delay or impede a change in conttof us and may reduce the
market price of our common stock

Provisions of our certificate of incorporation amdaws could have the effect of discouraging, delgyr preventing a merger or
acquisition that a stockholder may consider favierabor example, our certificate of incorporatiarddylaws provide for:

e The division of our Board of Directors into thrdasses to be elected on a staggered basis, osecalels year;

*  The ability of our Board of Directors to issue skeof our preferred stock in one or more serieBawit further authorization of our
stockholders;

* A prohibition on stockholder action by written cens;
»  Elimination of the right of stockholders to calspecial meeting of stockholders;

e Arequirement that stockholders provide advance&adadf any stockholder nominations of directorsoy proposal of new busines:
be considered at any meeting of stockholders; and

* Arequirement that a supermajority vote be obtatoegimend or repeal certain provisions of our fiegtie of incorporation.

We also are subject to the anti-takeover laws daBare which may discourage, delay or prevent somdi@m acquiring or merging with
us, which may adversely affect the market pricewofcommon stock.
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Risks related to our industry
We are subject to the cyclical nature of the semicamluctor industry, which has been subject to signifiant fluctuations

The semiconductor industry is highly cyclical ana&haracterized by constant and rapid technologltahge, rapid product obsolescence
and price erosion, evolving standards, short prblifieccycles and wide fluctuations in product slyppnd demand. The industry has
experienced significant fluctuations, often conedawith, or in anticipation of, maturing productiss and new product introductions of both
semiconductor companies’ and their customers’ prtsdand fluctuations in general economic conditi@eteriorating general worldwide
economic conditions, including reduced economievigt concerns about credit and inflation, incredenergy costs, decreased consumer
confidence, reduced corporate profits, decreaseddipg and similar adverse business conditions)dvmake it very difficult for our
customers, our vendors, and us to accurately feteral plan future business activities and couled).S. and foreign businesses to slow
spending on our products. We cannot predict thngnstrength, or duration of any economic slowdaweconomic recovery. If the economy
or markets in which we operate deteriorate, oummss, financial condition, and results of operaiaiould likely be materially and adversely
affected.

Downturns have been characterized by diminishedymodemand, production overcapacity, high inventevels and accelerated erosion
of average selling prices. In the recent past, @lebe the semiconductor industry suffered a downtlue in large part to adverse conditions ir
the global credit and financial markets, includdiginished liquidity and credit availability, desés in consumer confidence, declines in
economic growth, increased unemployment rates andrgl uncertainty regarding the economy. Such tlowa may have a material adverse
effect on our business and operating results.

Upturns have been characterized by increased proeéatand and production capacity constraints cdeagencreased competition for
access to third-party foundry, assembly and tgsacty. We are dependent on the availability ohscapacity to manufacture, assemble and
test our ICs. None of our third-party foundry, asbé or test subcontractors have provided assusaiied adequate capacity will be available
to us.

The average selling prices of our products could deease rapidly which may negatively impact our reveues and gross margins

We may experience substantial period-to-perioddiations in future operating results due to thesieroof our average selling prices. We
have reduced the average unit price of our prodoasticipation of or in response to competitiveeing pressures, new product introductions
by us or our competitors and other factors. If weeumable to offset any such reductions in ourayeselling prices by increasing our sales
volumes, increasing our sales content per apptioair reducing production costs, our gross margittsrevenues will suffer. To maintain our
gross margin percentage, we will need to develapirtnoduce new products and product enhancemeanastionely basis and continually
reduce our costs. Our failure to do so could causeevenues and gross margin percentage to decline
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Competition within the numerous markets we target nay reduce sales of our products and reduce our maek share

The markets for semiconductors in general, andniged-signal ICs in particular, are intensely cofitpe. We expect that the market for
our products will continually evolve and will belgect to rapid technological change. In additianwee target and supply products to nume
markets and applications, we face competition feoralatively large number of competitors. We corapeith Analog Devices, Atmel,
Conexant, Cypress, Epson, Freescale, IDT, Lantaxii Integrated Products, MaxLinear, Microchip, kigemi, NXP Semiconductors,
Renesas, Sony Semiconductor, STMicroelectronicead tnstruments, Vectron International and othéfs.expect to face competition in the
future from our current competitors, other manufests and designers of semiconductors, and stasenyconductor design companies. As th
markets for communications products grow, we alsg face competition from traditional communicatialevice companies. These compa
may enter the mixedignal semiconductor market by introducing theind@s or by entering into strategic relationshipthwr acquiring othe
existing providers of semiconductor products. Idiidn, large companies may restructure their oji@ma to create separate companies or ma
acquire new businesses that are focused on prgyvitiatypes of products we produce or acquire astotners.

Our products must conform to industry standards andtechnology in order to be accepted by end users gur markets

Generally, our products comprise only a part oéaick. All components of such devices must unifgradmply with industry standards in
order to operate efficiently together. We dependampanies that provide other components of thé&cdevo support prevailing industry
standards. Many of these companies are significdantyer and more influential in affecting indusstandards than we are. Some industry
standards may not be widely adopted or implememtéfdrmly, and competing standards may emergerttaat be preferred by our customers
or end users. If larger companies do not supperséme industry standards that we do, or if comgetiandards emerge, market acceptance
our products could be adversely affected which wdwarm our business.

Products for certain applications are based ongimgstandards that are continually evolving. Chility to compete in the future will
depend on our ability to identify and ensure coapte with these evolving industry standards. Thergence of new industry standards could
render our products incompatible with products ttgwved by other suppliers. As a result, we coulddagiired to invest significant time and
effort and to incur significant expense to redesignproducts to ensure compliance with relevaamdsrds. If our products are not in
compliance with prevailing industry standards faignificant period of time, we could miss oppoiti@s to achieve crucial design wins.

Our pursuit of necessary technological advancesmgyire substantial time and expense. We may esubcessful in developing or using
new technologies or in developing new productsrodpct enhancements that achieve market acceptidimes.|Cs fail to achieve market
acceptance, our growth prospects, operating resuttompetitive position could be adversely aéidct

We may be subject to information technology failure that could damage our reputation, business operiains and financial condition

We rely on information technology for the effectimgeration of our business. Our systems are sutgjeimage or interruption from a
number of potential sources, including natural stises, accidents, power disruptions, telecommubicsffailures, acts of terrorism or war,
computer viruses, physical or electronic break-tyber attacks, sabotage, vandalism, or similan&sver disruptions. Our security measures
may not detect or prevent such security breacheg.siich compromise of our information security dosult in the unauthorized publication
of our confidential business or proprietary infotima, result in the unauthorized release of custosugpplier or employee data, result in a
violation of privacy or other laws, expose us tis& of litigation or damage our reputation. In diteh, our inability to use or access these
information systems at critical points in time abuhfavorably impact the timely and efficient ogara of our business, which could negati\
affect our business and operating results.
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Third parties with which we conduct business, saglioundries, assembly and test contractors, atdhditors, have access to certain
portions of our sensitive data. In the event thase third parties do not properly safeguard ota tet they hold, security breaches could r
and negatively impact our business, operationdfiaadcial results.

Customer demands and new regulations related to cfiict-free minerals may adversely affect us

The Dodd-Frank Wall Street Reform and Consumerdetimn Act imposes new disclosure requirementsrdiga the use of “conflict”
minerals mined from the Democratic Republic of Gmagd adjoining countries in products, whetherairthese products are manufactured by
third parties. These new requirements could affexpricing, sourcing and availability of mineraksed in the manufacture of semiconductor
devices (including our products). There will be iiddal costs associated with complying with theatthsure requirements, such as costs re
to determining the source of any conflict minergsd in our products. Our supply chain is complek\we may be unable to verify the origins
for all metals used in our products. We may alsmanter challenges with our customers and stoclenslid we are unable to certify that our
products are conflict free.

Item 2. Unregistered Sales of Equity Securities ahUse of Proceeds

Our registration statement (Registration No. 33858} under the Securities Act of 1933, as amenaidakjng to our initial public offering
of our common stock became effective on March 2802

The following table summarizes repurchases of oumroon stock during the three months ended Marc2@03 (in thousands, except per
share amounts):

Total Number of Approximate Dollar
Shares Purchased Value of Shares that
Average Price as Part of Publicly May Yet Be
Total Number of Paid per Announced Plans Purchased Under the

Period Shares Purchasec Share or Programs Plans or Programs
December 30, 201— January 26, 201 — 3 — — 3 50,00(
January 27, 201— February 23, 201 — 3 — — 3 50,00(
February 24, 201— March 30, 201: — 8 — — 3 50,00(
Total — $ — —

In January 2013, our Board of Directors authoriaggogram to repurchase up to $50 million of oungmn stock through January 2014.
The program allows for repurchases to be madesimfien market or in private transactions, includitrgctured or accelerated transactions,
subject to applicable legal requirements and markeditions.

Item 3. Defaults Upon Senior Securities

Not applicable
Item 4. Mine Safety Disclosures

Not applicable
Item 5. Other Information

Not applicable
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Item 6. Exhibits

The following exhibits are filed as part of thipost:

Exhibit
Number
2.1*

3.1*

3.2*

4.1*

10.1%+

10.2*+

31.1

31.2

32.1

101.INS

101.SCH

101.CAL

101.LAB

101.PRE

101.DEF

Agreement and Plan of Merger, dated May 16, 20¢3rd among Silicon Laboratories Inc., El Doradadée Sub, Inc.,
Ember Corporation and Todd Hixon, as Stakeholdgrésentative (filed as Exhibit 2.1 to the For-K filed May 21, 2012)

Form of Fourth Amended and Restated Certificat@odrporation of Silicon Laboratories Inc. (filed Bxhibit 3.1 to the
Registrant’s Registration Statement on Form S-tBges and Exchange Commission File No. 333-938t® “IPO
Registration Stateme”)).

Second Amended and Restated Bylaws of Silicon Latbdes Inc. (filed as Exhibit 3.2 to the Registmnnual Report on
Form 1(-K for the fiscal year ended January 3, 20!

Specimen certificate for shares of common stod&dfas Exhibit 4.1 to the IPO Registration Stateth:

Silicon Laboratories Inc. 2013 Bonus Plan (filedeaéibit 10.1 to the Registrant’s Current Reportramm 8-K filed on
March 14, 2013)

Compensation Agreement dated March 13, 2013 bet®#ieon Laboratories Inc. and William G. Bock €il as
Exhibit 10.1 to the Form-K/A filed on March 14, 2013’

Certification of the Principal Executive Officers eequired by Section 302 of the Sarbi-Oxley Act of 2002
Certification of the Principal Financial Officers aquired by Section 302 of the Sarbi-Oxley Act of 2002
Certification as required by Section 906 of theb@ae-Oxley Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docutr

XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

XBRL Taxonomy Extension Definition Linkbase Docurh

* Incorporated herein by reference to the indicdiia.

+ Management contract or compensatory plan ongement
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SIGNATURES

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

SILICON LABORATORIES INC.

April 24, 2013 /sl G. Tyson Tuttle

Date G. Tyson Tuttle
President and
Chief Executive Officer
(Principal Executive Officer

April 24, 2013 /s/ William G. Bock

Date William G. Bock
Senior Vice President and
Chief Financial Officer
(Principal Financial Officer)
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Exhibit 31.1

Certification to the Securities and Exchange Corsiois
by Registrant’s Chief Executive Officer, as reqdilsy Section 302
of the Sarbanes-Oxley Act of 2002

I, G. Tyson Tuttle, certify that:
1. | have reviewed this report on Form 10-Q of Silid@boratories Inc.;

2. Based on my knowledge, this report does not commynuntrue statement of a material fact or omgitade a material fact necessar
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the

period covered by this report;

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

4. The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and procedures (ac
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tkesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in at@muoce with generally accepted accounting princjples

c) Evaluated the effectiveness of the registrant’sldg&ire controls and procedures and presentedsimetport our conclusions
about the effectiveness of the disclosure conintsprocedures, as of the end of the period cousyeldis report based on

such evaluation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

5. The registrant’s other certifying officer(s) anlddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!

functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaizd report financial

information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéamin the
registrant’s internal control over financial repogt

Date: April 24, 2013

/sl G. Tyson Tuttle

G. Tyson Tuttle

President anc

Chief Executive Office
(Principal Executive Officer




Exhibit 31.2

Certification to the Securities and Exchange Corsiois
by Registrant’s Chief Financial Officer, as reqditey Section 302
of the Sarbanes-Oxley Act of 2002

[, William G. Bock, certify that:
1. | have reviewed this report on Form 10-Q of Sili¢@boratories Inc.;

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or omgtéte a material fact necessar
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

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

4. The registrant’s other certifying officer(s) andrke responsible for establishing and maintainirsgldsure controls and procedures (a:
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b) Designed such internal control over financial réipgr, or caused such internal control over finahegorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamuce with generally accepted accounting princjples

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimgport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

d) Disclosed in this report any change in the regitsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

5. The registrant’s other certifying officer(s) antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaizd report financial
information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéamin the
registrant’s internal control over financial repogt

Date: April 24, 2013

/s/ William G. Bock

William G. Bock

Senior Vice President ar
Chief Financial Officel
(Principal Financial Officer)




Exhibit 32.1
Certification of Chief Executive Officer and Chieihancial Officer

Pursuant to 18 U.S.C. § 1350, as created by Se@tiérof the Sarbanes-Oxley Act of 2002, each oftidersigned officers of Silicon
Laboratories Inc. (the “Company”) hereby certifatth

(i) the accompanying Quarterly Report on FormQ.6f the Company for the fiscal quarter ended M&@h2013 as filed with the
Securities and Exchange Commission (the “Repéutly complies with the requirements of Sectiond)3¢r Section 15(d), as applicable, of
Securities Exchange Act of 1934; and

(ii) the information contained in the Report fgidresents, in all material respects, the finanmialdition and results of operations of the
Company.

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyn| be retained by the Company and
furnished to the Securities Exchange Commissidts@taff upon request.

Date: April 24, 2013

/sl G. Tyson Tuttle

G. Tyson Tulttle
President anc
Chief Executive Office

/s/ William G. Bock

William G. Bock
Senior Vice President ar
Chief Financial Officel




