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Cautionary Statement

Except for the historical financial informati@ontained herein, the matters discussed in gqi®rt on Form 10-Q (as well as documents
incorporated herein by reference) may be considéfauvard-looking” statements within the meaning $&ction 27A of the Securities Act of
1933, as amended, and Section 21E of the Secufitieisange Act of 1934, as amended. Such forwarkidg statements include
declarations regarding the intent, belief or curt@xpectations of Silicon Laboratories Inc. andntanagement and may be signified by the
words “expects,” “anticipates,” “intends,” “believae” or similar language. You are cautioned that auch forward-looking statements are
not guarantees of future performance and involveimber of risks and uncertainties. Actual resatiald differ materially from those
indicated by such forward-looking statements. Bexthat could cause or contribute to such diffeesiinclude those discussed under “Risk
Factors” and elsewhere in this report. Silicon Laboratesidisclaims any intention or obligation to updateevise any forward-looking
statements, whether as a result of new informafigtaye events or otherwise.




Part I. Financial Information
Item 1. Financial Statements

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

(Unaudited)

Assets
Current asset:
Cash and cash equivalel
Shor-term investment
Accounts receivable, net of allowance for doub#ftitounts of $617 at March 31, 2007 and $421 at
December 30, 200
Inventories
Deferred income taxe
Prepaid expenses and ot
Current assets of discontinued operations
Total current assets
Property, equipment and software,
Goodwill
Other intangible assets, r
Other assets, n
Non-current assets of discontinued operations
Total assets

Liabilities and Stockholders’ Equity

Current liabilities:

Accounts payabl

Accrued expense

Deferred income on shipments to distribut

Income taxe:

Current liabilities of discontinued operations
Total current liabilities
Long-term obligations and other liabiliti¢
Non-current liabilities of discontinued operations
Total liabilities

Commitments and contingenci

Stockholder' equity:
Preferred stoc—$0.0001 par value; 10,000 shares authorized; n@shssued and outstandi
Common stock—$0.0001 par value; 250,000 shareoapdd; 54,716 and 54,802 shares issued and
outstanding at March 31, 2007 and December 30,,2@8fectively
Additional paic-in capital
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

The accompanying notes are an integral part oféei@sndensed Consolidated Financial Statements.

March 31, December 30
2007 2006
21359 $ 68,18¢
452,68¢ 318,10¢

33,311 36,657
21,46¢ 22,01¢
8,262 12,11¢
27,552 12,94«
21,34¢€ 33,68(
778,217 503,701
32,66¢ 34,07(
65,84( 65,68(
19,20¢ 20,271
25,92¢ 24,52¢
— 38,73¢
921,86 $ 686,99¢
29,997 $  26,43¢
20,71¢ 23,051
23,82t 20,56¢
42,907 15,063
21,611 16,502
139,05¢ 101,62:
53,04& 15,641
— 1,05C
192,101 118,31:
5 5
379,12( 373,65¢
350,63¢ 195,02:
729,76( 568,68
921,861 $ 686,99¢




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

Revenues
Cost of revenues
Gross profit
Operating expense
Research and developm
Selling, general and administrative
Operating expenses
Operating income (loss)
Other income (expense
Interest incom:
Interest expens
Other income (expense), net
Income (loss) from continuing operations befor@me taxes
Provision for income taxes
Income (loss) from continuing operations
Income from discontinued operations, net of incaaxes
Net income

Basic earnings per shal
Income (loss) from continuing operatic
Net income

Diluted earnings per shar
Income (loss) from continuing operatic
Net income

Weightec-average common shares outstand
Basic
Diluted

(Unaudited)

Three Months Ended

March 31, April 1,
2007 2006
$ 73,81/ $ 66,652
28,43¢ 21,12i
45,37¢ 45,52¢
24,807 21,06¢
24,292 20,731
49,09¢ 41,80(C

(3,729 3,72¢F
3,83¢ 3,202
(231) (175)
(119) 247
(239 6,99¢
507 1,801
(746) 5,19€
156,35¢ 5,86€
$155,61: $ 11,064
$ (0.01) $ 0.09
$ 284 $ 0.2
$ (0.01) $ 0.09
$ 284 $ 0.19
54,80¢ 55,06¢
54,80¢ 57,65¢

The accompanying notes are an integral part oféel@endensed Consolidated Financial Statements.




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
Income from discontinued operatic
Depreciation and amortization of property, equiptreerd softwart
Loss (gain) on disposal of property, equipment softlvare
Amortization of other intangible assets and ottesete
Stock compensation exper
Additional income tax benefit from employee st-based award
Excess income tax benefit from employee s-based award
Changes in operating assets and liabilit
Accounts receivabl
Inventories
Prepaid expenses and other as
Accounts payabl
Accrued expense
Deferred income on shipments to distribut
Deferred income taxe
Income taxes
Net cash provided by operating activities of comitig operation:
Investing Activities
Purchases of sh-term investment
Sales and maturities of sh-term investment
Purchases of property, equipment and soft
Proceeds from sales of ass
Purchases of other assets
Net cash provided by (used in) investing activibésontinuing operation
Financing Activities
Proceeds from exercises of stock opti
Excess income tax benefit from employee s-based award
Repurchases of common stock
Net cash provided by (used in) financing activitiégontinuing operation
Discontinued Operations
Operating activitie:
Investing activities
Financing activities
Net cash provided by (used in) discontinued opena

Increase in cash and cash equival

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental Disclosure of Cash Flow Information
Interest paid

Income taxes paid

Supplemental Disclosure of No-Cash Activity:
Proceeds from sale of assets held in escrow
Receivable for sale of property, equipment andas#

Three Months Ended

March 31,

April 1,

2007 2006
$155,61: $ 11,06
(156,359 (5,866

2,787 3,96

153 (129)
1,234 982
11,77¢ 7,70€
756 5,64¢
478) (2,84
3,34¢€ (916)
734 266
2,41€ (7,76€)
1,16C 3,69€
(5,102) 17
3,257 1,747
26 (1,610)

1,03€ 5,382

22,351 21,331
(181,435 (80,452

46,85:  42,16¢

(1,522) (625)
270,75( 49

— (1,412)
134,64¢  (40,276)

1,996 19,967

478 2,84¢

(13,149 —

(10,676 ~ 22,81F
(833) 279
(633) (2,369
551 3,305
(915) 1,221

145,40¢ 5,091

68,18t 100,50
$21359¢ $105,59¢
$ 112 $ 144
$ 16 $ 807
$ 14250 $  —
$ — $ 2172

The accompanying notes are an integral part oféei@sndensed Consolidated Financial Statements.




Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statement
(Unaudited)

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

The condensed consolidated financial statesriantuded herein are unaudited; however, theyatoratll normal recurring accruals and
adjustments which, in the opinion of managemerstn@cessary to present fairly the condensed caiaget] financial position of Silicon
Laboratories Inc. and its subsidiaries (collectiyéhe “Company”) at March 31, 2007 and December2B06, the condensed consolidated
results of its operations for the three months dridarch 31, 2007 and April 1, 2006, and the conddre®nsolidated statements of cash fl
for the three months ended March 31, 2007 and Apal006. All intercompany balances and transastltave been eliminated. The
condensed consolidated results of operations fotittee months ended March 31, 2007 are not nedgssdicative of the results to be
expected for the full year.

The accompanying unaudited condensed consetidenancial statements do not include certainrfotes and financial presentations
normally required under U.S. generally acceptedating principles. Therefore, these condensedaatated financial statements should
be read in conjunction with the audited consoliddieancial statements and notes thereto for tlae gaded December 30, 2006, included in
the Company’s Form 10-K filed with the Securitiesl&xchange Commission (SEC) on February 7, 2007.

Reclassification:

A portion of the Company’s sales are madegtridutors under agreements allowing for pricetgction. The Company defers revenue
and the related costs on such sales until theldistrs sell the product to the end customer. Thmpany has reclassified estimated credits
for price protection in prior periods to conformtbe current year presentation. Accordingly, tleenpany has reclassified estimated credits
for price protection in its condensed consolidaedement of cash flows for the three months edged 1, 2006, which affected cash flows
as follows (in thousands):

April 1,

2006
Accounts receivable $1,40¢2
Accrued expense (1,174)
Deferred income on shipments to distribut $ (229)

The reclassifications had no impact on the @amy’s results of operations or its overall caskw#l from operating activities in its
condensed consolidated statements of cash flows.

Comprehensive Income

Comprehensive income consists of net incondenah unrealized gains (losses) on available-fta-isaestments. There were no
significant differences between net income and aeimgnsive income during any of the periods presente




Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statemean{Continued)
(Unaudited)

Recent Accounting Pronounceme

In February 2007, the Financial AccountingnBirds Board (FASB) issued Statement of Finanaiglofinting Standards (SFAS) 159,
“The Fair Value Option for Financial Assets anddfinial Liabilities — Including an amendment of FASBEatement No. 115”. SFAS 159
expands the use of fair value accounting to mamgnicial instruments and certain other items. THirevBlue option is irrevocable and
generally made on an instrument-by-instrument basisn if a company has similar instruments thalsitts not to measure based on fair
value. SFAS 159 is effective for fiscal years Ibegig after November 15, 2007. The Company iseruly evaluating the effect that the
adoption of SFAS 159 will have on its financial pios and results of operations.

In September 2006, the FASB issued SFAS 1530y Value Measurements”. SFAS 157 defines fdinegestablishes a framework for
measuring fair value in GAAP and expands disclasatmout fair value measurements. SFAS 157 istaféefor fiscal years beginning after
November 15, 2007 and interim periods within thiiseal years. The Company is currently evaluatigeffect that the adoption of SF;
157 will have on its financial position and resufoperations.

2. Discontinued Operation

On February 8, 2007, the Company enteredadriale and Purchase Agreement (“Purchase Agre8mamtsuant to which it sold its
Aero® transceiver, AeroFONE™ single-chip phone padier amplifier product lines (the “Aero productds”) to NXP B.V. and NXP
Semiconductors France SAS (collectively “NXP”) kchange for $285 million in cash, including $14.#lion held in escrow, with
additional earn-out potential of up to an aggre@&t®65 million over the next three years. Thessahs completed on March 23, 2007.

The financial results of the sold producesrhave been presented as discontinued operatitims condensed consolidated financial
statements. As a result, the footnote disclostiage also been revised to exclude amounts relatdgebtdiscontinued operations. The
following summarizes results from the discontinogérations (in thousands, except per share data):

Three Months Ended

March 31, April 1,
2007 2006
Revenues $ 37,98¢ $ 47,88¢
Costs of revenues and operating expenses 36,691 40,633
1,297 7,255
Gain on sale of discontinued operations 222,33¢ —
Income from discontinued operations before incoaxes 223,63¢ 7,255
Provision for income taxes 67,27¢ 1,389
Income from discontinued operations, net of incaaxes $156,35¢ $ 5,86¢€
Income from discontinued operations per commones|
Basic $ 28 $ 011
Diluted $ 285 $ 0.1C
Weightec-average common shares outstand
Basic 54,80¢ 55,06€
Diluted 54,80¢ 57,65€




Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statemean{Continued)
(Unaudited)

The following are the assets and liabilitiem discontinued operations that have been retdiggle Company and that are included ir
condensed consolidated balance sheet (in thousands)

March 31,
2007
Assets
Accounts receivabl $ 21,241
Other assets 105
Total assets $ 21,34¢
Liabilities
Accounts payabl $ 9,91¢
Accrued expense 10,11¢
Deferred income on shipments to distributors 1,58C
Total liabilities $ 21,611

Continuing Involvement

In connection with the closing of the sales @ompany entered into certain ancillary agreemeittsNXP, including a Transition Services
Agreement (“TSA”) and an Intellectual Property Lise Agreement (“IPLA”). Through the TSA, the Compagreed to sublease certain
premises to NXP and to provide various temporappstt services, such as IT support services. Saolices are expected to be providec
approximately three to six months from the clogliate. The fees for these services will be geneeajlivalent to the Company’s cost.
Through the IPLA, the Company granted NXP a licemik respect to retained intellectual property &XP granted a license to the
Company with respect to transferred intellectuapprty. However, these cross-license agreememsuiovolve the receipt or payment of
any royalties and therefore are not considereata bomponent of continuing involvement.

Although the services provided under the T®Aagate continuing cash flows between the CompadyNXP, the amounts are not
considered to be significant to the ongoing operetiof either entity. In addition, the Company hasontractual ability through the TSA or
any other agreement to significantly influence dperating or financial policies of NXP. Under theyisions of EITF Issue No. 03-13,
“Applying the Conditions of Paragraph 42 of FASEt&ment No. 144 in Determining Whether to Repostcbintinued Operations,” the
Company therefore has no significant continuinglagment in the operations of the former produstdi sold to NXP and has classified such
operating results as discontinued operations.




Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statemean{Continued)
(Unaudited)

3. Earnings Per Share

The following table sets forth the computatidrbasic and diluted earnings per share from ooinig operations (in thousands, except per
share data):

Three Months Ended

March 31, April 1,
2007 2006

Income (loss) from continuing operations $ (746) $ 5,19¢
Shares used in computing baearnings per sha 54,80€ 55,06€
Effect of dilutive securities
Stock options and awards — 2,590
Shares used in computing diluted earnings per share 54,80¢€ 57,65€
Income (loss) from continuing operatic
Basic earnings per she $ (0.01) $ 0.0¢
Diluted earnings per sha $ (001 $ 0.0

Approximately 4.9 million and 2.5 million weitpd-average dilutive potential shares of commookshave been excluded from the
earnings per share calculation for the three moartioled March 31, 2007 and April 1, 2006, respelstivas they are anti-dilutive. Further,
shares used in calculating diluted earnings peresioa the three months ended March 31, 2007 erclufl million shares due to the
Company’s loss from continuing operations for teeigd. The Company issued 0.4 million shares affoon stock and repurchased 0.5
million shares during the three months ended M&4c2007 as part of the previously announced Segmerchase program. Almost 0.1
million shares were withheld by the Company dutimg period to satisfy employee tax obligationstfer vesting of certain stock grants made
under the Company’s 2000 Stock Incentive Plan.

4. Balance Sheet Details
Inventories

Inventories are stated at the lower of costeidnined using the first-in, first-out method nearket. Inventories (excluding discontinued
operations) consist of the following (in thousands)

December 30

March 31,
2007 2006
Work in progress $ 18,28 $ 16,332
Finished goods 3,18E 5,684

$ 21468 $ 22,01¢




Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statemean{Continued)
(Unaudited)
Long-term obligations and other liabilities

Long-term obligations and other liabilities congi$the following (in thousands):

December 30

March 31,
2007
Unrecognized tax benefits $ 37,771
Other 15,27¢
$ 53,04f

2006
3 —

15,641
$ 15,641

5. Stock-Based Compensation and Share Repurchaseogram

Stock-Based Compensation

The Company has two stock-based compensalams,the 2000 Stock Incentive Plan and the Emgl@teck Purchase Plan (the
“Purchase Plan”). Effective January 1, 2006, tbenany adopted FASB SFAS 123 (revised 2004), “SBased Payment”, (SFAS 123R)

using the modified-prospective-transition method.

Accounting for Stock Compensati

Stock-based compensation costs are genemshydon the fair value calculated from the BlackeBes optionpricing model on the date
grant for stock options and on the date of enrafinfier the Purchase Plan. Restricted stock urii{Rfair values generally equal their
intrinsic value on the date of grant. The weighdwdrage fair value of share-based payments wasatstl using the Black-Scholes option-

pricing model with the following assumptions:

Three Months Ended

March 31,
April 1,
2007 2006
2000 Stock Incentive Pla
Expected volatility 53.5% —
Risk-free interest rate ¢ 4.8% —
Expected term (in year 5.0 —

Dividend yield —

There were no stock options granted duringlihee months ended April 1, 2006 and no enrollséarib the Purchase Plan during the tl

months ended March 31, 2007 or April 1, 2006.

10




Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statemean{Continued)
(Unaudited)

The following are the stock-based compensatasts recognized in the Company’s condensed ddasedl statements of income (in
thousands):

Three Months Ended

March 31, April 1,

2007 2006
Cost of revenues $ 307 $ 144
Research and developmt 5,371 2,91€
Selling, general and administrative 6,092 4,894
11,77(C 7,954
Provision for income taxes 2,06€ 1,547
Decrease in income (loss) from continuing operation 9,702 6,407
Discontinued operations , net of income tax 5,897 1,681
Decrease in net income $ 1559¢ $ 8,08t

The Company recorded $3.3 million of stocknpensation expense in continuing operations duhiaghree months ended March 31,
2007 for a one-time equity award to employees methby the Company after the sale of the Aero blies.

The Company recorded an additional $5.5 millio“Income from discontinued operations, netrafame taxes” during the three months
ended March 31, 2007 in connection with modificasi@f equity grants to employees who were hiret&? associated with the sale of the
Aero product lines. As of the closing date of slaée, the Company accelerated the vesting of dlbmshares of options and awards, and
extended the exercise period of 0.9 million shafesptions through December 31, 2007. FurtherGbmpany cancelled 0.3 million shares
of unvested and outstanding options and awardterketa the terminated employees. There were nofgignt modifications made to any
other stock grants during this period.

The Company had approximately $101.8 millibtotal unrecognized compensation costs relatedidick options and RSUs at March 31,
2007 that are expected to be recognized over ahteglepaverage period of 2.3 years.

Share Repurchase Program
In July 2006, the Company’s Board of Directauhorized a program to repurchase up to $100omidf the Company’s common stock
from time to time over a twelve-month period. Tgregram allows for repurchases to be made in tlem oparket subject to applicable legal

requirements and other factors. As of March 3D,726he Company had repurchased 2.0 million shafrigs common stock under this plan
for $64.7 million at an average purchase price3if.$7 per share.

11




Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statemean{Continued)
(Unaudited)

6. Commitments and Contingencies
Securities Litigation

On December 6, 2001, a class action complaintiolations of U.S. federal securities laws Viiéed in the United States District Court for
the Southern District of New York against the Compdour officers individually and the three invesint banking firms who served as
representatives of the underwriters in connectigh the Company’s initial public offering of commatock. The Consolidated Amended
Complaint alleges that the registration statemadt@ospectus for the Company’s initial public offg did not disclose that (1) the
underwriters solicited and received additional,essive and undisclosed commissions from certaiesitors, and (2) the underwriters had
agreed to allocate shares of the offering in exghdor a commitment from the customers to purclaaskitional shares in the aftermarket at
pre-determined higher prices. The action seeksadasiin an unspecified amount and is being coamtinaith approximately 300 other
nearly identical actions filed against other comean A court order dated October 9, 2002 dismisgittbut prejudice the four officers of the
Company who had been named individually. On Felyru8, 2003, the District Court denied the motiordismiss the complaint against the
Company. On October 13, 2004, the District Coertified a class in six of the approximately 30Bestnearly identical actions (the “focus
cases”jand noted that the decision is intended to prostdeng guidance to all parties regarding classfimation in the remaining cases. T
Underwriter Defendants appealed the decision grahel of the Second Circuit vacated the Districti€e decision granting class
certification in those six cases on December 562@aintiffs filed a petition for rehearing omiary 5, 2007. On April 6, 2007, the Second
Circuit denied the petition for rehearing, but rbtkat plaintiffs could ask the District Court tertify a more narrow class than the one that
was rejected.

Prior to the Second Circuit’s decision, thar(any had approved a settlement agreement anddealgteements which set forth the terms
of a settlement between the Company, the purpgigedtiff class and the vast majority of the othgproximately 300 issuer defendants. It is
unclear what impact the Second Circuit’s decisiaoating class certification in the six focus casiishave on the settlement (which has not
yet been finally approved by the Court) becausetbposed settlement involves the certificatiothef case as a class action as part o
approval process. The District Court stayed alcpedings, including a decision on final approfahe settlement and any amendments of
the complaints, pending the Second Circuit's deaigin plaintiffs’ petition for rehearing.

The Company anticipates that its potentiaiitial obligation to plaintiffs pursuant to thenter of the issuers’ settlement agreement and
related agreements would be covered by existing@amee. There is no assurance that the Courgvelit final approval to the issuers’
settlement. If the settlement agreement is notayga and the Company is found liable, the Compsayable to estimate or predict the
potential damages that might be awarded, whettedr damages would be greater than the Company’sanse coverage, or whether the
outcome would have a material impact on the Comgaiegults of operations or financial position.

Patent and Copyright Infringement Litigatit

On December 14, 2006, Analog Devices, Inc.al8g Devices), a Massachusetts corporation, filldvauit against the Company, in the
United States District Court in the District of Mashusetts, alleging infringement of United St&atents 7,075,329, 6,262,600, 6,525,566,
6,903,578 and 6,873,065, and copyright infringenoérertain Analog Devices datasheets. On Jandmkr007, the Company filed its
answer to Analog Devices’ complaint, in which then@pany denied infringement and asserted that Anakgces’ patents are invalid. The
Company also filed counterclaims in which it alldgbat Analog Devices has engaged in unfair cortipetunder both state and federal law.
The Court has scheduled a trial date in May 200& lawsuit relates to the Company’s Si843x and&i&amily of digital isolator products
and alleges that the infringement was and contitmés willful. At this time, the Company cannatienate the outcome of this matter or
resulting financial impact to it, if any.

12




Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statemean{Continued)
(Unaudited)

Other Litigation

The Company is involved in various other lggalceedings that have arisen in the normal caafrbesiness. While the ultimate results of
these matters cannot be predicted with certaihtyGompany does not expect them to have a masehvalrse effect on the consolidated
financial position or results of operations.

Discontinued Operations Indemnificati

In connection with the sale of the Aero pradines, the Company agreed to indemnify NXP weéhpect to (a) liabilities for breach of the
Company’s representations and warranties in thehase Agreement, (b) liabilities for breach of @@mpany’s covenants or agreements
pursuant to the Purchase Agreement, (c) liabiltiethe Company that were not assumed by NXP anliafalities for certain tax matters.
With respect to breaches of representations anchni@s, the Company’maximum potential exposure is limited to $14.8iom (the amour
of cash proceeds held in escrow). There is noraontal limit on exposure with respect to the offedgilities. As of March 31, 2007, the
Company had no material liabilities recorded uritiese indemnification obligations.

7. Income Taxes

The Company adopted FASB Interpretation (F4Bl)“Accounting for Uncertainty in Income Taxes'thé beginning of fiscal year 2007.
As a result of the implementation of FIN 48, then@pany recognized no change in the liability foragmgnized tax benefits. As of the date
of adoption, the Company had $20.9 million of umiggtized tax benefits, of which $20.1 million woulfiect the effective tax rate if
recognized. Also as of the date of adoption, i daemed reasonably possible that the Company wecddnize tax benefits in the amount
of $7.0 million in the next twelve months due te ttiosing of open tax years. The nature of theetiamty relates to deductions taken on
returns that had previously been examined by tipdicgble tax authority.

At March 31, 2007, the Company had $37.8 omillof unrecognized tax benefits, of which $36.9iomnlwould affect the effective tax rate
if recognized. During the quarter ended MarchZZ}7, the Company had additions of $16.9 millioftsainrecognized tax benefits,
primarily related to tax consequences associatéudiscontinued operations.

The Company recognizes interest and penatilaged to uncertain tax positions in the providimnincome taxes. As of the date of
adoption, the Company had approximately $2.3 mmlbd accrued interest related to uncertain taxtjpos.

The tax years 2002 through 2006 remain opexaonination by the major taxing jurisdictions thieh the Company is subject.
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Item 2. Management'’s Discussion and Analysis of Rancial Condition and Results of Operations

The following discussion and analysis of ficiahcondition and results of operations shouldréad in conjunction with the condensed
consolidated financial statements and related ntteseto included elsewhere in this report. Thécdssion contains forward-looking
statements. Please see the “Cautionary Statenedie and “Risk Factors” below for a discussiortloé uncertainties, risks and
assumptions associated with these statements fisgaf year-end financial reporting periods are 2-®r 53- week year ending on the
Saturday closest to December 31st. Fiscal yea# 2@ have 52 weeks. Our first quarter of fisgelr 2007 ended March 31, 2007. Our
first quarter of fiscal year 2006 ended April 1,080 All of the quarterly periods reported in tljsarterly report on Form 1-Q had thirteen
weeks. Except as noted, financial results arefmtinuing operations. Our former Aero producielnare reported as discontinued
operations. The sale of these product lines claseMarch 23, 2007.

Overview

We design and develop proprietary, analogasite, mixed-signal integrated circuits (ICs) fdiraad range of applications. Mixed-signal
ICs are electronic components that convert realdvamalog signals, such as sound and radio wamesdigital signals that electronic
products can process. Therefore, mixed-signabi€<ritical components in a broad range of aptina in a variety of markets, including
communications, consumer, industrial, automotivedital and power management. Our major customehsde 2Wire, Echostar, LSI,
Motorola, Panasonic, Sagem, Samsung, Tellabs, $bomnd Toshiba.

As a “fabless” semiconductor company, we aelythird-party semiconductor fabricators in Asiagddo a lesser extent the United States, to
manufacture the silicon wafers that reflect oudisigns. Each wafer contains numerous die, whieleat from the wafer to create a chip for
an IC. We rely on third-parties in Asia to assembplckage, and, in the substantial majority oésatest these devices and ship these units t
our customers. We have increased the portionstihtg performed by such third parties, which faails faster delivery of products to our
customers (particularly those located in Asia),ridrgoroduction cycle times, lower inventory regaients, lower costs and increased
flexibility of test capacity.

Our product set addresses a variety of br@egdb mixed-signal applications. Our expertisenm@g-intensive, high-performance, mixed-
signal ICs enables us to develop highly differdrtiasolutions that address multiple markets. Vegrour products into the following
categories: ISOmodem® embedded modems; broadeaiiqis, which include our broadcast radio tunedsteansmitters, satellite receivers
and satellite radio tuner; voice over IP produefsich include our ProSLIC® subscriber line intedagrcuits and voice direct access
arrangement (DAA); microcontrollers; timing prodsicivhich include our precision clock & data recgvi€®s and oscillators; power produc
which include our Power over Ethernet controller] anature products, which include our silicon DAXSL analog front end ICs, optical
physical layer transceivers and RF Synthesizers.

Through acquisitions and internal developnadfarts, we have continued to further diversify puoduct portfolio, and we continue to
introduce next generation ICs with added functitipand further integration. In 2006, we introddaefamily of highly integrated FM
transmitters, a family of digital isolator producasPower over Ethernet controller and we exparmdednicrocontroller portfolio with the
addition of new USB microcontrollers, Embedded Etleé solutions and a family of highly-integrateccroicontrollers designed specifically
for automotive electronics. In the first quart€2607, we introduced a fully integrated AM/FM radiceiver and families of jitter-
attenuating clock multipliers, single-chip FM radiansceivers and small form factor microcontralle¥Ve plan to continue to introduce
products that increase the content we provideXistiag applications and enable us to serve manketdo not currently address, thereby
expanding our total available market opportunity.
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We had no customers that accounted for mane 19% of our revenues during the three monthscehtech 31, 2007. In addition to
direct sales to customers, some of our end cuswmechase products indirectly from us throughrithistors and contract manufacturers. An
end customer purchasing through a contract manufactypically instructs such contract manufactaoeobtain our products and incorporate
such products with other components for sale b santract manufacturer to the end customer. Ailghowe actually sell the products to,
and are paid by, the distributors and contract rfeanturers, we refer to such end customer as ouogs. Two of our distributors, Edom
Technology and Avnet, represented 42% and 12% ofesienues during the three months ended MarcB@17, respectively. There were
other distributors or contract manufacturers tltabanted for more than 10% of our revenues dufiegliree months ended March 31, 2007.

The percentage of our revenues derived frostoooers located outside of the United States wés iB4iscal 2006, which reflects our
product and customer diversification and markeggration for our products, as many of our customeaiaufacture and design their products
in Asia. All of our revenues to date have beerodginated in U.S. dollars. We believe that a majasf our revenues will continue to be
derived from customers outside of the United States

The sales cycle for the test and evaluatioouofiCs can range from one month to 12 monthsanemAn additional three to six months or
more are usually required before a customer shigraficant volume of devices that incorporate iLs. Due to this lengthy sales cycle, we
typically experience a significant delay betweeruiming expenses for research and developmentedinags general and administrative
efforts, and the generation of corresponding sal&msequently, if sales in any quarter do not pedien expected, expenses and inventory
levels could be disproportionately high, and oueraging results for that quarter and, potentidlijyire quarters would be adversely affected.
Moreover, the amount of time between initial reshand development and commercialization of a prhdLever, can be substantially
longer than the sales cycle for the product. Adimly, if we incur substantial research and depwlent costs without developing a
commercially successful product, our operatingltesas well as our growth prospects, could be el affected.

Because many of our ICs are designed forrusensumer products such as personal computesynaivideo recorders, sietp boxes an
mobile handsets, we expect that the demand foprmgucts will be typically subject to some degrésamsonal demand. However, rapid
changes in our markets and across our product areks it difficult for us to accurately estimate timpact of seasonal factors on our
business.

Discontinued Operation
On February 8, 2007, we entered into a SalePamchase Agreement pursuant to which we sold\ews transceiver, AeroFONE single-
chip phone and power amplifier product lines to NKRxchange for $285 million in cash, with additi earn-out potential of up to an

aggregate of $65 million over the next three yeditse sale was completed on March 23, 2007. Thgtseof operations of the sold product
lines have been presented as discontinued opesation
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Results of Operations
The following describes the line items settfan our condensed consolidated statements ofieco

Revenues. Revenues are generated almost exclusively bg séleur ICs. We recognize revenue on sales wher the following
criteria are met: 1) there is persuasive evidehatan arrangement exists, 2) delivery of goodskasrred, 3) the sales price is fixed or
determinable, and 4) collectibility is reasonakdguared. Generally, we recognize revenue from potoghles direct to customers and contract
manufacturers upon shipment. Certain of our sakesmade to distributors under agreements allowartain rights of return and price
protection on products unsold by distributors. Adiagly, we defer the revenue and cost of revenusuzh sales until the distributors sell
product to the end customer. Our products typicadiry a one-year replacement warranty. Replangsreve been insignificant to date.
Our revenues are subject to variation from periogdriod due to the volume of shipments made wighjreriod and the prices we charge for
our products. The vast majority of our revenuesewegotiated at prices that reflect a discounhftbe list prices for our products. These
discounts are made for a variety of reasons, inmetud) 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 oupgucts or 4) in response to competition.
addition, as a product matures, we expect thaavieeage selling price for such product will declthee to the greater availability of compet
products. Our ability to increase revenues inftitere is dependent on increased demand for oabkstied products and our ability to ship
larger volumes of those products in response tb demand, as well as our ability to develop or &equew products and subsequently
achieve customer acceptance of newly introducedymts.

Cost of revenues. Cost of revenues includes the cost of purchdfsinghed silicon wafers processed by independemdoies; costs
associated with assembly, test and shipping oftiposducts; costs of personnel and equipment agsdoivith manufacturing support,
logistics and quality assurance; costs of softwayalties and amortization of purchased softwatieeiintellectual propertlicense costs, ar
certain acquired intangible assets; an allocatetignoof our occupancy costs; allocable deprecmtibtesting equipment and leasehold
improvements; and impairment charges related taicemanufacturing equipment held for sale or abaed. Generally, we depreciate
equipment over four years on a straight-line basisleasehold improvements over the shorter oéstienated useful life or the applicable
lease term. Recently introduced products tendte ihigher cost of revenues per unit due to ihjtialv production volumes required by our
customers and higher costs associated with newagackariations. Generally, as production volunoesfproduct increase, unit production
costs tend to decrease as our yields improve andgemaiconductor fabricators, assemblers and tegtlisus achieve greater economies of
scale for that product. Additionally, the costaadfer procurement and assembly and test servidashwvare significant components of cost of
goods sold, vary cyclically with overall demand s@miconductors and our suppliers’ available capatisuch products and services.

Research and development.Research and development expense consists gdyirobpersonnel-related expenses, including stock
compensation, new product mask, wafer, packagidgest costs, external consulting and servicescastortization of purchased software,
equipment tooling, equipment depreciation, amdtittreof acquired intangible assets, acquired reteand development resulting from
acquisitions, as well as an allocated portion afamcupancy costs for such operations. We genyeatefpreciate our research and developr
equipment over four years and amortize our purachaséiware from computer-aided design tool vendees the shorter of the estimated
useful life or the license term. Research and ldgweent activities include the design of new pradusmnd software, refinement of existing
products and design of test methodologies to ermurpliance with required specifications.

Selling, general and administrative. Selling, general and administrative expense stagirimarily of personnel-related expenses,
including stock compensation, related allocabldiporof our occupancy costs, sales commissionsdegendent sales representatives,
applications engineering support, professional,fdesctors’ and officers’ liability insurance, pat litigation legal fees, reserves for bad debt
and other promotional and marketing expenses.
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Interest income. Interest income reflects interest earned on @eecash, cash equivalents and investment balances.
Interest expense. Interest expense consists of interest on ourt stmat long-term obligations.

Other income (expense), net.Other income (expense), net reflects foreigneswry remeasurement adjustments and gains on thesdis
of fixed assets.

Provision for Income Taxes. We accrue a provision for domestic and foreigrome tax at the applicable statutory rates adjustedon-
deductible expenses, including stock compensatésgarch and development tax credits and intarestrie from tax-exempt short-term
investments.

The following table sets forth our condensedsolidated statements of income data as a pegeentaevenues for the periods indicated:

Three Months Ended

March 31,
April 1,
2007 2006

Revenue! 100.C% 100.C%
Cost of revenues 38.5 31.7
Gross profit 61.5 68.3
Operating expense

Research and developm 33.6 31.6

Selling, general and administrative 32.9 31.1
Operating expenses 66.5 62.7
Operating income (los! (5.0 5.6
Other income (expense

Interest incomi 5.2 4.8

Interest expens (0.3) (0.3)

Other income (expense), net (0.2) 0.4
Income (loss) from continuing operations beforeome taxes (0.3) 10.5
Provision for income taxes 0.7 2.7
Income (loss) from continuing operations (1.0 7.8
Income from discontinued operations, net of incaaxes 211.¢ 8.8
Net income 210.8% 16.6%
First Quarter 2007 Results
Revenues

Three Months Ended
March 31, April 1, %

(in_millions) 2007 2006 Change Change
Revenue! $ 738 $ 667 $ 7.1 10.7%

The growth in the sales of our products ferithcent three month period was primarily driverifaoyeased revenues from our FM
broadcast radio tuners and microcontroller produStsch growth was offset in part by a declineeimenues from our modem products. Unit
volumes of our products increased compared toitstequarter of 2006 by 27.8%. Average sellinggs decreased by 13.4%. As our
products become more mature, we expect to experidecreases in average selling prices. We antiicthat newly announced higher pric
next generation products and product extensiortfslet these decreases to some degree.
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Gross Profit

Three Months Ended

March 31,
April 1, %
(in_millions) 2007 2006 Change Change
Gross profi $ 454 $ 455 $ (0. (0.3)%
Percent of revent 61.5% 68.3%

The decrease in gross profit as a percergvafitue for the recent three month period was pifynduie to changes in product mix, certain
write-downs of inventory and increases in fixed ofacturing spending. We may experience declingsaéraverage selling prices of certain
of our products. This downward pressure on grosBtfas a percentage of revenues may be offsitet@xtent we are able to: 1) introduce
higher margin new products and gain market shatte our ICs; or 2) achieve lower production costsrfrour wafer foundries and third-party
assembly and test subcontractors.

Research and Development

Three Months Ended

March 31,
April 1, %
(in_millions) 2007 2006 Change Change
Research and developm $ 248 $ 211 $ 37 17.7%
Percent of revent 33.6% 31.6%

The increase in research and development egden the recent three month period was pringipdilie to increases of: (1) $3.9 million for
stock compensation and other personnel-relatednegge and (2) $0.6 million for occupancy costsis Tiicrease was offset in part by a
decrease of $1.0 million for equipment depreciati@mnificant recent development projects incladelly integrated AM/FM radio receiver,
our Power over Ethernet controller, the expansifoouo microcontroller portfolio and families oft@r-attenuating clock multipliers, single-
chip FM radio transceivers and highly integrated fedhsmitters. We expect that research and demedapexpense will remain relatively
in absolute dollars in future periods and may fiat¢ as a percentage of revenues due to changelefand the timing of certain expensive
items related to new product development initiaj\&ich as engineering mask and wafer costs.

Selling, General and Administrative

Three Months Ended

March 31,
April 1, %
(in millions) 2007 2006 Change Change
Selling, general and administrati $ 243 $ 207 $ 3.6 17.2%
Percent of revent 32.9% 31.1%

The increase in selling, general and admatise expense for the recent three month periodpriasipally due to increases of: (1) $1.9
million for stock compensation and other personme&died expenses; and (2) $0.6 million of highgaldees related to litigation. We expect
that selling, general and administrative expendedecline slightly in absolute dollars in the nextarter and remain relatively stable the
remainder of the year.
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Interest Income

Three Months Ended

March 31, April 1,
(in millions) 2007 2006 Change
Interest incom $ 38 $ 32 $ 0.6

The increase in interest income for the retemee month period was due to a greater amoucasif and short-term investments balances
and to an increase in the interest rates of thenlyidg instruments during the period.

Interest Expense
Interest expense was $0.2 million for the ¢hmeonths ended March 31, 2007 and April 1, 2006.
Other Income (Expense), Net

Other income (expense), net for the three hwahded March 31, 2007 was $(0.1) million comp#&we®D.2 million for the three months
ended April 1, 2006.

Provision for Income Taxes

Three Months Ended

March 31, April 1,
(in millions) 2007 2006 Change
Provision for income taxe $ 05 $ 18 $ (1.3
Effective tax rate (211.7Y% 25.7%

The effective tax rate for the three monthdeshMarch 31, 2007 was impacted due to the smedtgr loss from continuing operations.

The effective tax rates for each of the pesiptesented differ from the federal statutory odt85% due to the amount of income earned in
foreign jurisdictions where the tax rate may bedowhan the federal statutory rate, tax exemptastancome, non-deductible stock
compensation expense and stock compensation delduatia rate lower than the federal statutoryréds, and other permanent items.

Discontinued Operations
Revenues from our discontinued operation #8&0 million for the first quarter of 2007 compa#egith $47.9 million for the first quarter
of 2006. Income from discontinued operations,aiébcome taxes, was $156.4 million (including @ngan sale of $222.3 million and a

provision for income taxes of $67.3 million) fdwetfirst quarter of 2007 compared with $5.9 millfon the first quarter of 2006. See Note 2
for additional information.
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Business Outlook

We expect revenues in the second quartescélf2007 to be in the range of $74 to $77 milliGurthermore, we expect our diluted net
income per share to be in the range of $0.10 th350.

Liquidity and Capital Resources

Our principal sources of liquidity as of Marg8h, 2007 consisted of $666.3 million in cash, caghivalents and short-term investments.
Our short-term investments consist primarily of meipal bonds and commercial paper.

Net cash provided by operating activities $a8.4 million during the three months ended Marth2007, compared to net cash provided
of $21.3 million during the three months ended Apri2006. Operating cash flows during the thremths ended March 31, 2007 reflect our
net income of $155.6 million, adjustments of $14Million for income from discontinued operationgpdeciation, amortization and stock
compensation, and a net decrease in the compoofeots working capital of $6.9 million.

Net cash provided by investing activities $a84.6 million during the three months ended M&th2007, compared to net cash used of
$40.3 million during the three months ended Apyi2Q06. The increase was principally due to cashgeds of $270.7 million from the sale
of our Aero product lines (which excludes $14.3lionl held in escrow) offset by an increase of $3@iion in net purchases of short-term
investments

We anticipate capital expenditures of appratety $15 to $20 million for fiscal 2007. Additially, as part of our growth strategy, we
expect to evaluate opportunities to invest in @uére other businesses, intellectual property ohnelogies that would complement or exp.
our current offerings, expand the breadth of ourkeid or enhance our technical capabilities.

Net cash used in financing activities was $18illion during the three months ended March 372 compared to net cash provided of
$22.8 million during the three months ended Apyi2Q06. The decrease was principally due to acdeer of $18.0 million of proceeds from
the exercise of employee stock options and paynwérii$3.1 million for repurchases of our commorcktim the recent three month period.

Net cash used in discontinued operations We& ®illion during the three months ended MarchZ1)7, compared to net cash provide
$1.2 million during the three months ended Apri2Q06.

Our future capital requirements will dependnoany factors, including the rate of sales growthrket acceptance of our products, the
timing and extent of research and development piraj@otential acquisitions of companies or tecbgials and the expansion of our sales and
marketing activities. We believe our existing casll short-term investment balances are suffit@mnieet our capital requirements through
at least the next 12 months, although we coulcehaired, or could elect, to seek additional funddngr to that time. We may enter into
acquisitions or strategic arrangements in the &nuhich also could require us to seek additionaltgepr debt financing.
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Critical Accounting Policies and Estimates

The preparation of financial statements ammbapanying notes in conformity with U.S. generalbcepted accounting principles requires
that we make estimates and assumptions that dffe@mounts reported. Changes in facts and ciraunoas could have a significant impact
on the resulting estimated amounts included irfittancial statements. We believe the followindical accounting policies affect our more
complex judgments and estimates. We also have ptiieies that we consider to be key accountinicf@s, such as our policies for revenue
recognition, including the deferral of revenues aast of revenues on sales to distributors; howekiese policies do not meet the definition
of critical accounting estimates because they d@aperally require us to make estimates or judgsimat are difficult or subjective.

Allowance for doubtful accounts- We evaluate the collectibility of our accountse®able based on a combination of factors. In
circumstances where we are aware of a specifiomests inability to meet its financial obligatiotsus, we record a specific allowance to
reduce the net receivable to the amount we reaohalieve will be collected. For all other custers, we recognize allowances for doubtful
accounts based on a variety of factors includirgate of the receivable, the current business@mwient and our historical experience. If
financial condition of our customers were to detexie or if economic conditions worsened, additi@iawances may be required in the
future.

Inventory valuation— We assess the recoverability of inventories tghothe application of a set of methods, assumptimasestimates.
In determining net realizable value, we write ddwventory that may be slow moving or have some fofrabsolescence, including invent
that has aged more than nine months. We alsotatpisaluation of inventory when its standard @steeds the estimated market value.
assess the potential for any unusual customemehased on known quality or business issues dalllish reserves based on the estimated
inventory losses for scrap or non-saleable matetialentory not otherwise identified to be writtdown is compared to an assessment of our
12-month forecasted demand. The result of thidhauetlogy is compared against the product life cyaeld competitive situations in the
marketplace to determine the appropriateness akthdting inventory levels. Demand for our progumay fluctuate significantly over time,
and actual demand and market conditions may be ordess favorable than those that we projecthénevent that actual demand is lower or
market conditions are worse than originally praectadditional inventory write-downs may be requlire

Stock compensatier Prior to fiscal 2006, we accounted for stock-ldasempensation plans under the recognition and uneaent
provisions of Accounting Principles Board (APB) @ipin No. 25. Effective January 1, 2006, we adopiedprovisions of SFAS 123R using
the modified-prospective-transition method. SFAR3R requires companies to recognize the fair-vafusock-based compensation
transactions in the statement of income. Theviaine of our stock-based awards is estimated addbeof grant using the Black-Scholes
option pricing model. The Black-Scholes valuatiahculation requires us to estimate key assumpsanohk as future stock price volatility,
expected terms, risk-free rates and dividend yi&gpected stock price volatility is based on iraglivolatility from traded options on our
stock in the marketplace and historical volatitifyour stock. The expected term of options gramgetkrived from an analysis of historical
exercises and remaining contractual life of stoghoms, and represents the period of time thaboptgranted are expected to be outstanding.
The risk-free rate is based on the U.S. Treaswalg yiurve in effect at the time of grant. We haeeer paid cash dividends, and do not
currently intend to pay cash dividends, and thuetessumed a 0% dividend yield. In addition, weraquired to estimate the expected
forfeiture rate of our stock grants and only redegrthe expense for those shares expected to Hamir actual experience differs significar
from the assumptions used to compute our stockebemmpensation cost, or if different assumptiors hxeen used, we may have recorded
too much or too little stock-based compensatiort. cd@ge had approximately $101.8 million of totarecognized compensation costs related
to stock options and RSUs at March 31, 2007 tfeaea&pected to be recognized over a weighted-averaged of 2.3 years. See Note 5 for a
further discussion on stock-based compensation.
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Impairment of goodwill and other long-lived assetd/Ve review long-lived assets which are held aretluscluding fixed assets and
purchased intangible assets, for impairment whaneh&nges in circumstances indicate that the gegrgimount of the assets may not be
recoverable. Such evaluations compare the cargpimgunt of an asset to future undiscounted net ftasis expected to be generated by the
asset over its expected useful life and are sicamifily impacted by estimates of future prices amidmes for our products, capital needs,
economic trends and other factors which are inhgrdifficult to forecast. If the asset is congidé to be impaired, we record an impairment
charge equal to the amount by which the carryidgevaf the asset exceeds its fair value determinyegither a quoted market price, if any, or
a value determined by utilizing a discounted cémiv fechnique. Occasionally, we may hold certaisets for sale. In those cases, the assets
are reclassified on our balance sheet from long-tercurrent, and the carrying value of such assetseviewed and adjusted each period
thereafter to the fair value less expected coselio

We test our goodwill for impairment annually @ the first day of our fourth fiscal quarter @ndnterim periods if certain events occur
indicating that the carrying value of goodwill miag impaired. The goodwill impairment test is a{step process. The first step of the
impairment analysis compares our fair value torairbook value. In determining fair value, the agtng guidance allows for the use of
several valuation methodologies, although it stgtested market prices are the best evidence of#dire. If the fair value is less than the net
book value, the second step of the analysis coraghesimplied 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 taxes— We are required to estimate income taxes in eathegiurisdictions in which we operate. This pEg@volves estimatir
the actual current tax liability together with assiag temporary differences in recognition of ineofioss) for tax and accounting purposes.
These differences result in deferred tax assetdiaitities, which are included in our consoliddiealance sheet. We then assess the
likelihood that the deferred tax assets will beokered from future taxable income and, to the extenbelieve that recovery is not likely, we
establish a valuation allowance against the deddee asset. Further, we operate within multipbértg jurisdictions and are subject to audit
in these jurisdictions. These audits can involemplex issues which may require an extended peafitidhe to resolve and could result in
additional assessments of income tax. We belideguate provisions for income taxes have been rfioaddl periods.

Recent Accounting Pronouncements

In February 2007, the FASB issued SFAS 158¢"Fair Value Option for Financial Assets and FaialnLiabilities — Including an
amendment of FASB Statement No. 115”". SFAS 15%edp the use of fair value accounting to many firnnstruments and certain other
items. The fair value option is irrevocable andegyally made on an instrument-by-instrument basien if a company has similar
instruments that it elects not to measure basddiomalue. SFAS 159 is effective for fiscal yeaeginning after November 15, 2007. We
are currently evaluating the effect that the adwptf SFAS 159 will have on our financial positiamd results of operations.

In September 2006, the FASB issued SFAS 1550y Value Measurements”. SFAS 157 defines fdnegestablishes a framework for
measuring fair value in generally accepted accagrrinciples (GAAP) and expands disclosures afmuvalue measurements. SFAS 157
is effective for fiscal years beginning after Nov@mn 15, 2007 and interim periods within those figesars. We are currently evaluating the
effect that the adoption of SFAS 157 will have am financial position and results of operations.
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Qualitative and Quantitative Disclosures about Marlet Risk

Our financial instruments include cash, caghivalents and short-term investments. Our mamestment objectives are the preservation
of investment capital and the maximization of aftet returns on our investment portfolio. Our nett income is sensitive to changes in the
general level of U.S. interest rates. Based orcash, cash equivalents and short-term investniatdéngs as of March 31, 2007, an
immediate 100 basis point decline in the yieldsach instruments would decrease our annual interesine by approximately $6.7 million.
We believe that our investment policy is conseveatboth in the duration of our investments arel¢hedit quality of the investments we
hold.

Available Information

Our internet website address is http://wwwlsslcom. Our annual report on Form 10-K, quartehprts on Form 1@, current reports ¢
Form 8-K and amendments to those reports filediari$hed pursuant to Section 13(a) or 15(d) ofSbeurities Exchange Act of 1934 are
available through the investor relations page ofioteérnet website free of charge as soon as reddppracticable after we electronically file
such material with, or furnish it to, the Secustand Exchange Commission (SEC). Our internet iteeaad the information contained
therein or connected thereto are not intended fadmporated into this Quarterly Report on FormQ.0

ltem 3. Quantitative and Qualitative Disclosures Aout Market Risk

Information related to quantitative and quiite disclosures regarding market risk is sehfartManagemens Discussion and Analysis
Financial Condition and Results of Operations urggn 2 above. Such information is incorporateddfgrence herein.

Item 4. Controls and Procedures

We have performed an evaluation under thersigien and with the participation of our managemercluding our Chief Executive
Officer (CEO) and Chief Financial Officer (CFO), thie effectiveness of our disclosure controls amtgdures, as defined in Rule 13a-15(e)
under the Securities Exchange Act of 1934 (the Brgk Act). Based on that evaluation, our managgrmetuding our CEO and CFO,
concluded that our disclosure controls and proesiurere effective as of March 31, 2007 to provaisonable assurance that information
required to be disclosed by us in the reports filedubmitted by us under the Exchange Act is ety processed, summarized and reported
within the time periods specified in the SEC’s susand forms. There was no change in our intermadrols during the fiscal quarter ended
March 31, 2007 that materially affected, or is oeebly likely to materially affect, our internalmools over financial reporting.
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Part Il. Other Information
Item 1. Legal Proceedings
Securities Litigation

On December 6, 2001, a class action complaintiolations of U.S. federal securities laws Viiéed in the United States District Court for
the Southern District of New York against us, fotiour officers individually and the three investméanking firms who served as
representatives of the underwriters in connectigh wur initial public offering of common stock.h€& Consolidated Amended Complaint
alleges that the registration statement and praspéar our initial public offering did not discleshat (1) the underwriters solicited and
received additional, excessive and undisclosed desioms from certain investors, and (2) the undiéerg had agreed to allocate shares
offering in exchange for a commitment from the oustrs to purchase additional shares in the aftdwhat pre-determined higher prices.
The action seeks damages in an unspecified amadrisdeing coordinated with approximately 300 otearly identical actions filed agai
other companies. A court order dated October 922{ismissed without prejudice our four officersottad been named individually. On
February 19, 2003, the Court denied the motiondmiss the complaint against us. On October 1842the Court certified a class in six of
the approximately 300 other nearly identical actifthe “focus casesgnd noted that the decision is intended to prostdeng guidance to ¢
parties regarding class certification in the rerimgjrcases. The Underwriter Defendants appealedédbision and a panel of the Second
Circuit vacated the District Court’s decision giagtclass certification in those six cases on Ddwmmb, 2006. Plaintiffs filed a petition for
rehearing on January 5, 2007. On April 6, 200&,3kcond Circuit denied the petition for rehearing,noted that Plaintiffs could ask the
District Court to certify a more narrow class thha one that was rejected.

Prior to the Second Circuit’s decision, we hpgroved a settlement agreement and related agregnvhich set forth the terms of a
settlement between us, the purported plaintiffcksd the vast majority of the other approxima8€lQ issuer defendants. It is unclear what
impact the Second Circuit’s decision vacating ctassification in the six focus cases will havetha settlement (which has not yet been
finally approved by the Court) because our propasttlement involves the certification of the casea class action as part of the approval
process. The District Court stayed all proceediimgduding a decision on final approval of thetleatent and any amendments of the
complaints, pending the Second Circuit’s decisiomplaintiffs’ petition for rehearing.

We anticipate that our potential financialightion to plaintiffs pursuant to the terms of thsuers’ settlement agreement and related
agreements would be covered by existing insurafitere is no assurance that the Court will grarélfapproval to the issuers’ settlement. If
the settlement agreement is not approved and wimane liable, we are unable to estimate or pretiietpotential damages that might be
awarded, whether such damages would be greateptiransurance coverage, or whether the outcomeddarmave a material impact on our
results of operations or financial position.

Patent and Copyright Infringement Litigatit

On December 14, 2006, Analog Devices, Inc.aldg Devices), a Massachusetts corporation, filedvauit against us, in the United Ste
District Court in the District of Massachusettdeging infringement of United States Patents 7,829, 6,262,600, 6,525,566, 6,903,578 and
6,873,065, and copyright infringement of certairafag Devices datasheets. On January 31, 2007|edeolur answer to Analog Devices’
complaint, in which we denied infringement and askthat Analog Devices’ patents are invalid. &\&o filed counterclaims in which we
alleged that Analog Devices has engaged in unfairpetition under both state and federal law. TharChas scheduled a trial date in May
2008. The lawsuit relates to our Si843x and Si8édxily of digital isolator products and allegeatlhe infringement was and continues to
be willful. At this time, we cannot estimate th&@me of this matter or resulting financial imptxus, if any.
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Other Litigation

We are involved in various other legal prodegs that have arisen in the normal course of lmssin While the ultimate results of these
matters cannot be predicted with certainty, we atoexpect them to have a material adverse effeth@ronsolidated financial position or
results of operations.

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 volatilty in our stock price

Although we have generally experienced revegroaith in our history, we may not be able to sinstlais growth. We may also experier
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. It isliikbat in some future period our revenues or diagaesults will be below the expectations
public market analysts or investors. If this osgunur stock price may drop, perhaps significantly.

A number of factors, in addition to those dite other risk factors applicable to our busin@say contribute 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 cannibalizeolder products;

*  The rate of acceptance of our products by our austs, including the acceptance of new products &g develop for integration in
the products manufactured by such customers, widchefer to as “design wins”;

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

»  Deferrals or reductions of customer orders in uaiton of new products or product enhancements fus 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 coritjwet predatory pricing,
especially with respect to our mobile handset andem products;

e The average selling prices for our products gehedalcline over time;
* Changes in market standards;
* Impairment charges related to inventory, equipneerther long-lived assets;

*  The software used in our products and providechbrgd{party software providers must meet the neddsiocustomers;
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»  Significant legal costs to defend our intellectpadperty rights or respond to claims against ud; an

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

The markets for mobile handsets, personal coeng, satellite television set-top boxes and VappBlications are characterized by rapid
fluctuations in demand and seasonality that reswdorresponding fluctuations in the demand for pnaducts that are incorporated in such
devices. Additionally, the rate of technology guemce by our customers results in fluctuating dehfar our products as customers are
reluctant to incorporate a new IC into their pragumtil the new IC has achieved market accepta@ee a new IC achieves market
acceptance, demand for the new IC can quickly ecat to a point and then level off such that réystorical growth in sales of a product
should not be viewed as indicative of continuedfeitgrowth. In addition, demand can quickly deelior a product when a new IC produc
introduced and receives market acceptance. Dthetearious factors mentioned above, the resulégfprior quarterly or annual periods
should not be relied upon as an indication of ature 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 abtlityeduce our dependence on a few products by ojgwel or acquiring new ICs and product
enhancements that achieve market acceptancerirelytand cost-effective manner. The developmemigéd-signal ICs is highly complex,
and we have at times experienced delays in complétie development and introduction of new prodaat product enhancements.
Successful product development and market acceptamur products depend on a number of factocdyding:

»  Changing requirements of customers;

»  Accurate prediction of market and technical requiats;

»  Timely completion and introduction of new designs;

*  Market trends towards integration of discrete congmis onto one device;

»  Timely qualification and certification of our ICerfuse in our customers’ products;
»  Commercial acceptance and volume production optbducts into which our ICs will be incorporated;
*  Availability of foundry, assembly and test capagity

*  Achievement of high manufacturing yields;

*  Quality, price, performance, power use and sizeunfproducts;

» Availability, quality, price and performance of cpating products and technologies;
e Our customer service, application support capésliand responsiveness;

e Successful development of our relationships witisteag and potential customers;

e Changes in technology, industry standards or eedu®ferences; and

»  Cooperation of third-party software providers and emiconductor vendors to support our chips withsystem.
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We cannot provide any assurance that produltish we recently have developed or may develdpénfuture will achieve market
acceptance. We have introduced to market or adevelopment of many ICs. If our ICs fail to act@emarket 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 productand 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 poiti

Our ICs are used as components in electranitcds in various markets. As a result, we haweidel and expect to continue to devote a
large amount of resources to develop products basestw and emerging technologies and standartsvthée commercially introduced in
the future. Excluding discontinued operationseagsh and development expense during the threenmended March 31, 2007 was $24.8
million, or 33.6% of revenues. A number of largenpanies are actively involved in the developméithese new technologies and
standards. Should any of these companies delalgardon their efforts to develop commercially ali products based on new
technologies and standards, our research and gewett efforts with respect to these technologiessdandards likely would have no
appreciable value. In addition, if we do not cotlyeanticipate new technologies and standardg,tbe products that we develop based on
these new technologies and standards fail to aehiewrket acceptance, our competitors may be lsiterto address market demand than we
would. Furthermore, if markets for these new tetbgies and standards develop later than we aatiipr do not develop at all, demand for
our products that are currently in development wauiffer, resulting in lower sales of these prodiican we currently anticipate.

We depend on a limited number of customers for a distantial 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 aifigant reduction in sales to any one of them, ldaignificantly reduce our revenues and
adversely affect our business. During the threathmended March 31, 2007, our ten largest cusmamrounted for 38% of our revenues
from continuing operations. Some of the marketfo products are dominated by a small numbeotéigial customers. Therefore, our
operating results in the foreseeable future wilitawe to depend on our ability to sell to thesmoh@nt customers, as well as the ability of
these customers to sell products that incorponaté® products. In the future, these customers deyde not to purchase our ICs at all,
purchase fewer ICs than they did in the past er #iftieir purchasing patterns, particularly because:

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

*  Substantially all of our sales to date have beedenten a purchase order basis, which permits odowgs's to cancel, change or
delay product purchase commitments with little omotice to us and without penalty;

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

*  Some of our customers have developed or acquiglpts that compete directly with products thestarners purchase from us,
which could affect our customers’ purchasing deoisin the future.
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While we have been a significant supplier@$ ised in many of our customers’ products, outocosrs regularly evaluate alternative
sources of supply in order to diversify their su@pbase, which increases their negotiating leveraith us and protects their ability to secure
these components. We believe that any expansionrafustomers’ supplier bases could have an agheffsct on the prices we are able to
charge and volume of product that we are ableltdseur customers, which would negatively affeat revenues and operating results.

We have increased our international activities sigificantly and plan to continue such efforts, whichsubjects us to additional business
risks including increased logistical and financiatomplexity, political instability and currency fluctuations

We have established additional internationhk#diaries and have opened additional officest@rnational markets to expand our
international activities in Europe and the Padiim region. This has included the establishmera béadquarters in Singapore for non-U.S.
operations. The percentage of our revenues frartimeong operations derived from customers locatetdide of the United States was 84%
in fiscal 2006. We may not be able to maintaimarease international market demand for our prtsdu®ur international operations are
subject to a number of risks, including:

* Increased complexity and costs of managing intenalk operations and related tax obligations, iditig our headquarters for non-
U.S. operations in Singapore;

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

e Multiple, conflicting and changing tax laws and u&gions that may impact both our international dochestic tax liabilities and
result in increased complexity and costs;

* Longer sales cycles;

»  Greater difficulty in accounts receivable colleatiand longer collection periods;

»  High levels of distributor inventory subject tog@iprotection and rights of return to us;

» 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.

To date, all of our sales to internationaltonsers and purchases of components from interretsppliers have been denominated in
U.S. dollars. As aresult, an increase in theevalthe U.S. dollar relative to foreign currenadesild make our products more expensive for
our international customers to purchase, thus mmgleur products less competitive.
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Failure to manage our distribution channel relatiorships could impede our future growth

The future growth of our business will depé@méarge part on our ability to manage our relasioips with current and future distributors
and sales representatives, develop additional etsifor the distribution and sale of our producatd enanage these relationships. As we
execute our indirect sales strategy, we must mathegpotential conflicts that may arise with owedt sales efforts. For example, conflicts
with a distributor may arise when a customer beginghasing directly from us rather than throughdrstributor. The inability to
successfully execute or manage a multi-channes satategy could impede our future growth. In fiddj relationships with our distributors
often involve the use of price protection and ireey return rights. This often requires a sigrafit amount of sales management’s time and
system resources 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 prodaifiir some of our largest customers, we start theufacturing of our products in advance of
receiving purchase orders based on forecasts m\iy these customers. However, these forecaststdepresent binding purchase
commitments and we do not recognize sales for thesucts until they are shipped to the custonfer a result, we incur inventory and
manufacturing costs in advance of anticipated saBexause demand for our products may not mategjahanufacturing based on forecasts
subjects us to increased risks of high inventoryyirgg costs, increased obsolescence and incregsdting costs. These inventory risks are
exacerbated when our customers purchase inditbrtygh contract manufacturers or hold componerdritory levels greater than their
consumption rate because this causes us to haveiddsility regarding the accumulated levels ofantory for such customers. A resulting
write-off of unusable or excess inventories wouddexsely affect our operating results.

We are subject to credit risks related to our acconts receivable

We do not generally obtain letters of credibther security for payment from customers, distiors or contract manufacturers.
Accordingly, we are not protected against accotatsivable default or bankruptcy by these entiti@sir ten largest customers or distributors
represent a substantial majority of our accourgsivable. If any such customer or distributor weeréecome insolvent or otherwise not
satisfy their obligations to us, we could be mat@riharmed.

Our products are complex and may contain errors whih could lead to product liability, an increase inour costs and/or a reduction in
our revenues

Our products are complex and may contain grarticularly when first introduced or as newsiens are released. Our new products are
increasingly being designed in more complex praeesgéich further increases the risk of errors. réhg primarily on our in-house testing
personnel to design test operations pratedures to detect any errors prior to delivérgur products to our customers. Because our mts
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 causeinsuosignificant re-engineering costs,
divert the attention of our engineering personnainf our product development efforts and cause figmt customer relations and business
reputation problems. Any defects could requiredpm replacement or recall or we could be obligéategiccept product returns. Any of the
foregoing could impose substantial costs and hambosiness.
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Product liability claims may be asserted wihpect to our products. Our products are typicalld at prices that are significantly lower
than the cost of the end-products into which theyimcorporated. A defect or failure in our prodoeuld cause failure in our customer’s end-
product, so we could face claims for damages tteatisproportionately higher than the revenuespanfits we receive from the products
involved. Furthermore, product liability risks grarticularly significant with respect to medicaldeautomotive applications because of the
risk of serious harm to users of these productserd can be no assurance that any insurance wéamanill sufficiently protect us from any
such claims.

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 significtightion in the United States involving patents atiter intellectual property rights. From time
to time, we receive letters from various industaytigipants alleging infringement of patents, tnadeks or misappropriation of trade secrets
or from customers requesting indemnification fairrls brought against them by third parties. Thaaratory nature of these inquiries has
become relatively common in the semiconductor itrgusWe respond when we deem appropriate and\daseatlby legal counsel. We have
been involved in litigation to protect our intelteal property rights in the past and may becomelirad in such litigation again in the future.
For example, in December 2006, Analog Devices, fited a lawsuit against us alleging willful infgement of certain intellectual property
rights owned by them - see “Part Il, Item 1. Lelgedceedings.” In the future, we may become inwliveadditional litigation to defend
allegations of infringement asserted by otherd lblatectly and indirectly as a result of certaidustry-standard indemnities we may offer to
our customers. Legal proceedings could subjett sinificant liability for damages or invalidaberr proprietary rights. Legal proceedings
initiated by us to protect our intellectual progetights could also result in counterclaims or deusuits against us. Any litigation, regardless
of its outcome, would likely be time-consuming axgbensive to resolve and would divert our managéméme and attention. Most
intellectual property litigation also could force to take specific actions, including:

» Cease selling products that use the challengelieictigal property;

«  Obtain from the owner of the infringed intellectpabperty a right to a license to sell or use #evant technology, which license
may not be available on reasonable terms, or;at all

* Redesign those products that use infringing intali@l property; or

*  Pursue legal remedies with third parties to enfaeindemnification rights, which may not adeqlafgotect our interests.
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Our customers require our products to undergo a legthy and expensive qualification process without anassurance of product sales

Prior to purchasing our products, our cust@mequire that our products undergo an extensiadifipation process, which involves testing
of the products in the customer’s system as waligggous reliability testing. This qualificatiggrocess may continue for six months or
longer. However, qualification of a product bywstomer does not ensure any sales of the proddtataustomer. Even after successful
qualification and sales of a product to a custoraesybsequent revision to the IC or software, chanmythe IC$ manufacturing process or 1
selection of a new supplier by us may require a gealification process, which may result in delays in us holding excess or obsolete
inventory. After our products are qualified, ihciake an additional six months or more beforectitomer commences volume productiol
components or devices that incorporate our produdespite these uncertainties, we devote subatastources, including design,
engineering, sales, marketing and management&ftoward qualifying our products with customersiticipation of sales. If we are
unsuccessful or delayed in qualifying any of owdurcts with a customer, such failure or delay waarketlude or delay sales of such product
to the customer, which may impede our growth anseaur business to suffer.

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

We do not have our own wafer fab manufactufauiiities. Therefore, we rely principally on otterd-party vendor, Taiwan
Semiconductor Manufacturing Co. (TSMC), to manufeethe ICs we design. We also currently rely @mA third-party assembly
subcontractors, principally Advanced SemiconduEtagineering (ASE), to assemble and package tteosilkchips provided by the wafers for
use in final products. Additionally, we rely oretie offshore subcontractors for a substantialgrodf the testing requirements of our
products prior to shipping. We expect utilizatmfrthird-party subcontractors to continue in theufa.

The cyclical nature of the semiconductor indudrives wide fluctuations in available capaatthird-party vendors. On occasion, we
have been unable to adequately respond to unexpiecteases in customer demand due to capacityreants and, therefore, were unable to
benefit from this incremental demand. We may bableto obtain adequate foundry, assembly or sgsiaty from our third-party
subcontractors to meet our customers’ deliveryirequents even if we adequately forecast customerade.

There are significant risks associated witimg on these third-party foundries and subcorttnas; including:

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

Potential insolvency of the third-party subcontoast

* Reduced control over delivery schedules and quality

*  Limited warranties on wafers or products supplieds;

* Potential increases in prices or payments in adv&mrccapacity;

* Increased need for international-based supplystmgi and financial management;
»  Their inability to supply or support new or chargipackaging technologies; and

* Low testyields.
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We typically do not have long-term supply eants with our third-party vendors which obligdte endor to perform services and supply
products to us for a specific period, in specifiantities, and at specific prices. Our third-pdoiyndry, assembly and test subcontractors
typically do not guarantee that adequate capadltypoe 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 tdvieveonths to transition performance of
these services to new providers. Such a trangitiay also require qualification of the new provilby our customers or their end customers.

Since our inception, most of the silicon waffar the products that we have shipped were matwred either by TSMC or its affiliates.
Our customers typically complete their own quadifion process. If we fail to properly balance oustr demand across the existing
semiconductor fabrication facilities that we usliar are required by our foundry partners to ineeear otherwise change the number of fab
lines that we utilize for our production, we migtdt be able to fulfill demand for our products andy need to divert our engineering
resources away from new product development inigatto support the fab line transition, which wibabversely affect our operating results.

Our products incorporate technology licensed fromtird parties

We incorporate technology (including softwdregnsed from third parties in our products. Véeld be subjected to claims of
infringement regardless of our lack of involveminthe development of the licensed technology.hédigh a third party licensor is typically
obligated to indemnify us if the licensed technglagfringes on another party’s intellectual propeights, such indemnification is typically
limited in amount and may be worthless if the le@nbecomes insolvent. See “Significant litigatawer intellectual property in our industry
may cause us to become involved in costly and kenlifigation which could seriously harm our busiaé Furthermore, any failure of third
party technology to perform properly would adveysaffect sales of our products incorporating swathihology.

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

Our past growth has placed, and any futurevtiref our operations will continue to place, angfigant strain on our management
personnel, systems and resources. We anticipattethwill need to implement a variety of new apgnaded sales, operational and financial
enterprise-wide systems, information technologyaisifructure, procedures and controls, includingrtigrovement of our accounting and
other internal management systems to manage thwgtiyand maintain compliance with regulatory guites, including Sarbanes-Oxley Act
requirements. In April 2007, we implemented a glanterprise resource planning (ERP) system to iieimprove our planning and
management processes. We may experience challeniggslementing the new ERP system and otheredlaystems that could adversely
affect our business by disrupting our ability tmély and accurately process and report key compsmérour financial position, affecting our
ability to complete the evaluation of our interoahtrol over financial reporting and attestatiotivdites pursuant to Section 404 of the
Sarbanes-Oxley Act of 2002 or disrupting our apiit process certain transactions necessary fooperations. To the extent our business
grows, our internal management systems and procgsieeed to improve to ensure that we remaiodmpliance. We also expect that we
will need to continue to expand, train, manage motivate our workforce. All of these endeavord wahjuire substantial management effort,
and we anticipate that we will require additionamagement personnel and internal processes to mémege efforts and to plan for the
succession from time to time of certain persons tdive been key management and technical persotinvet are unable to effectively
manage our expanding global operations, includingmternational headquarters in Singapore, ouiniess could be materially and adversely
affected.
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We are subject to risks relating to product concemation and lack of revenue diversification

We derive a substantial portion of our revenfuem a limited number of products, and we expleese products to continue to account for
a large percentage of our revenues in the near t&€omtinued market acceptance of these prodctberefore, critical to our future success.
In addition, substantially all of our products ta have sold include technology related to oneaore of our issued U.S. patents. If these
patents are found to be invalid or unenforceahle competitors could introduce competitive produhtt could reduce both the volume and
price per unit of our products. Our business, afieg results, financial condition and cash flowsld therefore be adversely affected by:

e Adecline in demand for any of our more significantducts, including our modem products, FM turrePimSLIC;
e Failure of our products to achieve continued magkeeptance;

 Animproved version of our products being offergdalbcompetitor;

»  Technological standard or change that we are urial@dddress with our products;

» Afailure to release new products or enhanced @essof our existing products on a timely basis; and

*  The failure of our new products to achieve markeeatance.

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 dependchige part upon our ability to attract and retaghhy skilled managerial, engineering, sales
and marketing personnel. We believe that our &usiurccess will be dependent on retaining the ses\a€ our key 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 shortaggualified personnel with significant experienceahe design, development, manufacturing,
marketing and sales of analog and mixed-signal I@sarticular, there is a shortage of enginedre are familiar with the intricacies of the
design and manufacturability of analog elementd,@mpetition for such personnel is intense. Gayrtiechnical personnel represent a
significant asset and serve as the primary sowceur technological and product innovations. Way/mot be successful in attracting and
retaining sufficient numbers of technical persortoedupport our anticipated growth. The loss of ahour key employees or the inability to
attract or retain qualified personnel both in th@teld States and internationally, including engisgsales, applications and marketing
personnel, could delay the development and intrboluof, and negatively impact our ability to selyr products.

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

As part of our growth and product diversifioatstrategy, we continue to evaluate opportunitiescquire other businesses, intellectual
property or technologies that would complementaurent offerings, expand the breadth of our marketenhance our technical capabiliti
The acquisitions that we have made and may matteifuture 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@ore business;
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Need for financial resources above our plannedsiment levels;

Difficulties in retaining business relationshipgtwsuppliers and customers of the acquired company;
Risks associated with entering markets in whicHark prior experience;

Risks associated with the transfer of licensesi@fliectual property;

Tax issues associated with acquisitions;

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

Potential loss of key employees of the acquiredpammy; and

Potential impairment of related goodwill and intdobg assets.

Future acquisitions also could cause us taridebt or contingent liabilities or cause us suesequity securities that could negatively
impact the ownership percentages of existing sludders.

Any dispositions we make could harm our financial ondition

In connection with our sale of the Aero pradirnes, we incurred various risks. This dispasitand any disposition that we may make in
the future entail a number of risks that could mially and adversely affect our business and opegaesults, including:

Diversion of management’s time and attention fram@re business;

Difficulties separating the divested business;

Risks to relations with customers who previouslychased products from our disposed product lines;
Reduced leverage with suppliers due to reduceceggtg volume;

Risks related to employee relations;

Risks associated with the transfer and licensinigteflectual property;

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

Disposition-related disputes, including disputesrazarn-outs and escrows.

Our stock price may be volatile

The market price of our common stock has hedatile in the past and may be volatile in theufet The market price of our common
stock may be significantly affected by the follogifactors:

Actual or anticipated fluctuations in our operatiegults;

Changes in financial estimates by securities atetysour failure to perform in line with such esttes;
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*  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 enhancemémit reduce the need for our products;
» 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 conneetiith acquisitions;

*  The addition or removal of our stock to or fromtack index fund;

»  Departures of key personnel; and

*  The required expensing of stock options.

The stock market has experienced extremeilityldbat often has been unrelated to the perfarcesof particular companies. These me
fluctuations may cause our stock price to fall rdtgss of our performance.

Most of our current manufacturers, assemblers, tesservice providers and customers are concentrated the same geographic region,
which increases the risk that a natural disaster, @demic, labor strike, war or political unrest could disrupt our operations or sales

Most of TSMC's foundries and one of our asslyrand test subcontractor’s sites are primarilyated in Taiwan and our other assembly
and test subcontractors are located in the PaRifitregion. In addition, many of our customerslamated in the Pacific Rim region. The
risk of earthquakes in Taiwan and the Pacific Ragion is significant due to the proximity of magarthquake fault lines in the area. We are
not currently covered by insurance against busidessaption caused by earthquakes as such insursumod currently available on terms that
we believe are commercially reasonable. Earthcudite, flooding, lack of water or other naturéakters, an epidemic, political unrest, v
labor strikes or work stoppages in countries wieenesemiconductor manufacturers, assemblers ahdubsontractors are located, likely
would result in the disruption of our foundry, asddy or test capacity. There can be no assurdratestich alternate capacity could be
obtained on favorable terms, if at all.

A natural disaster, epidemic, labor striker wapolitical unrest where our customers’ faailgtiare located would likely reduce our sales to
such customers. North Korea’s geopolitical mandangs have created unrest. Such unrest couldecezainomic uncertainty or instability,
could escalate to war or otherwise adversely affecith Korea and our South Korean customers andteeolur sales to such customers,
which would materially and adversely affect our gieg results. In addition, a significant portiofithe assembly and testing of our prodi
occurs in South Korea. Any disruption resultingnfrthese events could also cause significant déhesisipments of our products until we
able to shift our manufacturing, assembling oringstrom the affected subcontractor to anothedtpiarty vendor.
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We may be unable to protect our intellectual propety, which would negatively affect our ability to canpete

Our products rely on our proprietary technglognd we expect that future technological advancade by us will be critical to sustain
market acceptance of our products. Therefore,aliev® that the protection of our intellectual pedy rights is and will continue to be
important to the success of our business. Wealg combination of patent, copyright, trademard tiade secret laws and restrictions on
disclosure to protect our intellectual propertyhtgy We also enter into confidentiality or liceraggeements with our employees, consultants,
intellectual property providers and business pastrend control access to and distribution of aouinentation and other proprietary
information. Despite these efforts, unauthorizadips may attempt to copy or otherwise obtainaselour proprietary technology.
Monitoring unauthorized use of our technology iiclilt, and we cannot be certain that the stepsenee taken will prevent unauthorized use
of our technology, particularly in foreign coungiehere the laws may not protect our proprietagits as fully as in the United States. We
cannot be certain that patents will be issuedrasualt of our pending applications nor can we béagethat any issued patents would protect
or benefit us or give us adequate protection frompeting products. For example, issued patentsheaajrcumvented or challenged and
declared invalid or unenforceable. We also cabeatertain that others will not develop effectieenpeting technologies on their own.

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 manne

The manufacture of our products is a highlynptex and technologically demanding process. Algiowe work closely with our foundri
to minimize the likelihood of reduced manufacturiiglds, our foundries from time to time have expeced lower than anticipated
manufacturing yields. Changes in manufacturingesses or the inadvertent use of defective or ountted materials by our foundries
could result in lower than anticipated manufactgjields or unacceptable performance deficieneitasch could lower our gross profits. If
our foundries fail to deliver fabricated silicon fees of satisfactory quality in a timely manner, wdl be unable to meet our customers’
demand for our products in a timely manner, whiduld adversely affect our operating results andatgaour customer relationships.

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

Our products are currently used by our custerteproduce modems, telephony equipment, mohbitelbets, networking equipment and a
broad range of other devices. We rely on our custs to provide hardware, software, intellectualpgrty indemnification and other
technical support for the products supplied byaustomers. If our customers do not provide thaired functionality or if our customers do
not provide satisfactory support for their produtite demand for these devices that incorporatgmducts may diminish or we may
otherwise be materially adversely affected. Arguiion in the demand for these devices would §ganitly reduce our revenues.

In certain products such as the DAA, somewfaustomers offer their own competitive producthiese customers may find it
advantageous to support their own offerings inntizeketplace in lieu of promoting our products.
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We could seek to raise additional capital in the fiure through the issuance of equity or debt securi¢s, but additional capital may not
be available on terms acceptable to us, or at all

We believe that our existing cash, cash edgita and investments will be sufficient to meetworking capital needs, capital
expenditures, investment requirements and commisrfenat least the next 12 months. However, jitdssible that we may need to raise
additional funds to finance our activities or taifdate acquisitions of other businesses, produntsllectual property or technologies. We
believe we could raise these funds, if neededgebing equity or debt securities to the public @stlected investors. In addition, even though
we may not need additional funds, we may still elesell additional equity or debt securities btain credit facilities for other reasons.
However, we may not be able to obtain additionabigion favorable terms, or at all. If we decidegise additional funds by issuing equity
convertible debt securities, the ownership peramdaf existing shareholders would be reduced.

We are a relatively small company with limited resarces compared to some of our current and potentiastompetitors and we may not
be able to compete effectively and increase markshare

Some of our current and potential competit@ge longer operating histories, significantly geeaesources and name recognition and a
larger base of customers than we have. As a rélsafte competitors may have greater credibilitywur existing and potential customers.
They also may be able to adopt more aggressivingrnolicies and devote greater resources to theldpment, promotion and sale of their
products than we can to ours. In addition, somauofcurrent and potential competitors have alressigblished supplier or joint developm
relationships with the decision makers at our autrog potential customers. These competitors neagiile to leverage their existing
relationships to discourage their customers fromchpasing products from us or persuade them tocepar products with their products.
Our competitors may also offer bundled chipseakiangements offering a more complete product teipé technical merits or advantages
of our products. These competitors may electmsupport our products which could complicate @les efforts. These and other
competitive pressures may prevent us from compsatiregessfully against current or future competjtangl may materially harm our
business. Competition could decrease our prieglsiae our sales, lower our gross profits or deereas 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 incorporatiand bylaws could have the effect of discouragifedaying or preventing a merger or
acquisition that a stockholder may consider favieralB-or example, our certificate of incorporatenmd bylaws provide for:

*  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 stsof our preferred stock in one or more serieBawit further authorization of our
stockholders;

« A prohibition on stockholder action by written cens,
e Elimination of the right of stockholders to calépecial meeting of stockholders;

» Arequirement that stockholders provide advanceaatf any stockholder nominations of directorsny proposal of new business
to be considered at any meeting of stockholders; an

* Arequirement that a supermajority vote be obtaitoeaimend or repeal certain provisions of our fiegtie of incorporation.
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We also are subject to the anti-takeover laf\3elaware which may discourage, delay or pregenteone from acquiring or merging with
us, which may adversely affect the market pricewofcommon stock.

Risks related to our industry
We are subject to the cyclical nature of the semicmuctor industry, which has been subject to signifiant fluctuations

The semiconductor industry is highly cycliead is characterized by constant and rapid teclgr@abchange, rapid product obsolescence
and price erosion, evolving standards, short prblifieccycles and wide fluctuations in product slypgnd demand. The industry has
experienced significant fluctuations, often conedawith, or in anticipation of, maturing productéss and new product introductions of both
semiconductor companies’ and their customers’ prtsdand fluctuations in general economic conditions

Downturns have been characterized by dimimgigiteduct demand, production overcapacity, higkemery levels and accelerated erosion
of average selling prices. For example, in fit@#01, the semiconductor industry suffered a downtlure to reductions in the actual unit si
of personal computers and wireless phones as caahpaiprevious robust forecasts. This downturalted in a material adverse effect on
our business and operating results in fiscal 2001.

Upturns have been characterized by increasmtupt demand and production capacity constraigated by increased competition for
access to third-party foundry, assembly and tgztcity. We are dependent on the availability ahscapacity to manufacture, assemble and
test our ICs. None of our third-party foundry,embly or test subcontractors have provided assesimat 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 profits

We may experience substantial period-to-peftioctuations in future operating results due te ¢énosion of our average selling prices. We
have reduced the average unit price of our prododsticipation of or in response to competitivicing pressures, new product introducti
by us or our competitors and other factors. Ifare unable to offset any such reductions in ourageeselling prices by increasing our sales
volumes, increasing our sales content per appbicair reducing production costs, our gross prefitd revenues will suffer. To maintain our
gross profit percentage, we will need to develog iatroduce new products and product enhancemendstionely basis and continually
reduce our costs. Our failure to do so would causaevenues and gross profit percentage to declin
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Competition within the numerous markets we target nay reduce sales of our products and reduce our maet share

The markets for semiconductors in general,fanthixed-signal ICs in particular, are intensetympetitive. We expect that the market for
our products will continually evolve and will belgect to rapid technological change. In additiaswe target and supply products to
numerous markets and applications, we face conqguefiom a relatively large number of competitoe compete with Atmel, Analog
Devices, Broadcom, Conexant, Cypress, Epson, Fakxgeujitsu, Infineon Technologies, Legerity, LBlaxim Integrated Products,
MediaTek, Microchip, National Semiconductor, NXP8eonductors, Renesas, Texas Instruments, Vecttennational and others. We
expect to face competition in the future from ourrent competitors, other manufacturers and dessgnfesemiconductors, and start-up
semiconductor design companies. As the marketsdimmunications products grow, we also may facepsgdition from traditional
communications device companies. These comparagsemter the mixed-signal semiconductor markenfnpducing their own ICs or by
entering into strategic relationships with or acipg other existing providers of semiconductor prad. In addition, large companies may
restructure their operations to create separat@ani®s or may acquire new businesses that areddausproviding the types of products we
produce or acquire our customers.

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

Generally, our products comprise only a p&e device. All components of such devices mu#ouamly comply with industry standards
in order to operate efficiently together. We depen companies that provide other components ofi¢ivices to support prevailing industry
standards. Many of these companies are significlarger and more influential in affecting indusstandards than we are. Some industry
standards may not be widely adopted or implemeumtédrmly, and competing standards may emergerttaat be preferred by our customers
or end users. If larger companies do not suppersame industry standards that we do, or if coimgpstandards emerge, market acceptance
of our products could be adversely affected whiclule harm our business.

Products for certain applications are basethduastry standards that are continually evolviur ability to compete in the future will
depend on our ability to identify and ensure coanpte with these evolving industry standards. Thergence of new industry standards
could render our products incompatible with produdetveloped by other suppliers. As a result, wedcbe required to invest significant tir
and effort and to incur significant expense to ségie our products to ensure compliance with relestandards. If our products are not in
compliance with prevailing industry standards faignificant period of time, we could miss oppoitias to achieve crucial design wins.

Our pursuit of necessary technological advamaay require substantial time and expense. Wenuogle successful in developing or

using new technologies or in developing new prasloctproduct enhancements that achieve market teceap If our ICs fail to achieve
market acceptance, our growth prospects, opereggujts and competitive position could be adveraéflycted.
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Item 2. Unregistered Sales of Equity Securities ahUse of Proceeds

Our registration statement (Registration N88-84853) under the Securities Act of 1933, as almeénrelating to our initial public offering
of our common stock became effective on March B802

The following table summarizes repurchasesunfcommon stock during the three months ended Viai¢ 2007:

Approximate

Total Number of Dollar Value of

Shares Purchased Shares that May

as Part of Publicly Yet Be Purchased

Total Number of Average Price Announced Plans Under the Plans or

Period Shares Purchased (1 Paid per Share or Programs Programs
December 31, 20C— January 27, 200 420 $ 34.4¢ — 3 50,000,001
January 28, 200— February 24, 200 1,165 $ 32.11 — 3 50,000,001
February 25, 2007 — March 31, 2007 583,45 $ 29.73 493,33t $ 35,370,411
Total 585,04( $ 29.7¢ 493,33t

(1) Includes 91,705 shares of our common stock withbglus to satisfy employee tax obligations upaosting of certain stock grants
made under our 2000 Stock Incentive Plan.

On July 24, 2006, our board of directors arifeal a program to repurchase up to $100 millionwfcommon stock over a twelve-month
period. The program allows for repurchases to bdanin the open market subject to market conditiapglicable legal requirements and
other factors.

Item 3. Defaults Upon Senior Securities

Not applicable
Item 4. Submission of Matters to a Vote of SecurgtHolders

Not applicable

Item 5. Other Information

Not applicable
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Item 6. Exhibits

The following exhibits are filed as part ofstheport:

Exhibit
Number

2.1*  Agreement and Plan of Merger, dated August 19, 260%&nd among Silicon Laboratories Inc., SabinegdeSub, Inc., and
Silicon MAGIKE, Inc. (filed as Exhibit 2.1 to theoFm &K filed August 22, 2005)

3.1* Form of Fourth Amended and Restated Certificatemodrporation of Silicon Laboratories Inc. (filed Exhibit 3.1 to the
Registrant’s Registration Statement on Form S-tyB#es and Exchange Commission File No. 333-938® “IPO
Registration Stateme”)).

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

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

10.1*  Sale and Purchase Agreement dated February 8,I808@d between NXP B.V., NXP Semiconductors Fré8®8, Silicon
Laboratories Inc. and Silicon Laboratories Inteioval Pte. Ltd. stock (filed as Exhibit 10.1 to fRegistrant’s Current Report on
Form &K filed on February 9, 2007

10.2* Intellectual Property License Agreement dated ddarfch 23, 2007, by and among Silicon Laborataines, Silicon
Laboratories International Pte. Ltd., NXP B.V. &P Semiconductors France SAS (filed as Exhibif. 16.the Registrant’s
Current Report on Formr-K filed on March 29, 2007

31.1 Certification of the Principal Executive Officels eequired by Section 302 of the Sarb-Oxley Act of 2002

31.2 Certification of the Principal Accounting Officeas required by Section 302 of the Sarb-Oxley Act of 2002

32.1 Certification as required by Section 906 of theb@ae-Oxley Act of 2002

* Incorporated herein by reference to the indicailedyf
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SIGNATURES

Pursuant to the requirements of the Secuiltiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized.

SILICON LABORATORIES INC.

May 3, 2007 /s/ Necip Sayine
Date Necip Sayiner
President and
Chief Executive Officer
(Principal Executive Officer

May 3, 2007 /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 Corsinis
by Registrant’s Chief Executive Officer, as reqditgy Section 302
of the Sarbanes-Oxley Act of 2002

I, Necip Sayiner, certify that:
1. | have reviewed this report on Form 10-Q of Sili¢@boratories Inc.;

2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or ométéde a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to tl
period covered by this report;

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

4. The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingldgoe controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ve have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tlesigned under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financégorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presentais report our conclusiol
about the effectiveness of the disclosure contintsprocedures as of the end of the period cousyehis report based on
such evaluation; and

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

5. The registrant’s other certifying officers and Mbalisclosed, based on our most recent evaluafionteynal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors persons fulfilling the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contralsrdinancial reporting
which are reasonably likely to adversely affectbgistrant’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 significdain the
registrant’s internal controls over financial refiay.

Date: May 3, 2007

/sl Necip Sayine

Necip Sayine

President anc

Chief Executive Office
(Principal Executive Officer




Exhibit 31.2

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

I, 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 comaynuntrue statement of a material fact or ométéde a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to tl
period covered by this report;

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

4. The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingldgoe controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ve have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tlesigned under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financégorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presentais report our conclusiol
about the effectiveness of the disclosure contintsprocedures as of the end of the period cousyehis report based on
such evaluation; and

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

5. The registrant’s other certifying officers and Mbalisclosed, based on our most recent evaluafionteynal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors persons fulfilling the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contralsrdinancial reporting
which are reasonably likely to adversely affectbgistrant’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 significdain the
registrant’s internal controls over financial refiay.

Date: May 3, 2007

/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 Chieinancial Officer

Pursuant to 18 U.S.C. § 1350, as created by Segiérof the Sarbanes-Oxley Act of 2002, each olitdersigned 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&th2007 as filed with the
Securities and Exchange Commission (the “Repoutty tomplies with the requirements of Section }3(aSection 15(d), as applicable, of
the Securities Exchange Act of 1934; and

(i) the information contained in the Report fgigresents, in all material respects, the finarmaldition and results of operations of the
Company.

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyl be retained by the Company
and furnished to the Securities Exchange Commissiais staff upon request.

Dated: May 3, 2007

/sl Necip Sayine

Necip Sayine
President anc
Chief Executive Office

/s/ William G. Bock

William G. Bock
Senior Vice President ar
Chief Financial Officel




