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Cautionary Statement

Except for the historical financial information daimed herein, the matters discussed in this reparEorm 10-Q (as well as documents
incorporated herein by reference) may be considéf@uvard-looking” statements within the meaning $&ction 27A of the Securities Act of
1933, as amended, and Section 21E of the SecuEitiglsange Act of 1934, as amended. Such forwankiflg 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 resotiald differ materially from those
indicated by such forward-looking statements. Begthat could cause or contribute to such diffeeninclude 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 informafigye events or otherwise.
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Part I. Financial Information
Item 1. Financial Statements

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

Assets

Current asset:

Cash and cash equivalel

Shor-term investment

Accounts receivable, net of allowance for doub#ftitounts of $515 at April 5, 2008 and $517

December 29, 200

Inventories

Deferred income taxe

Prepaid expenses and other current assets
Total current assets
Long-term investment
Property, equipment and software,
Goodwill
Other intangible assets, r
Other assets, net
Total assets

Liabilities and Stockholders’ Equity

Current liabilities:

Accounts payabl

Accrued expense

Deferred income on shipments to distribut

Income taxes
Total current liabilities
Long-term obligations and other liabilities
Total liabilities

Commitments and contingenci

Stockholder' equity:
Preferred stoc—$0.0001 par value; 10,000 shares authorize(shares issued and outstand
Common stock—$0.0001 par value; 250,000 share®eml; 48,700 and 52,810 shares issut
and outstanding at April 5, 2008 and December R972respectivel
Additional paic-in capital
Retained earning
Accumulated other comprehensive loss
Total stockholders’ equity
Total liabilities and stockholders’ equity

The accompanying notes are an integral part oféei@sndensed Consolidated Financial Statements.
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April 5, December 29,
2008 2007
(Unaudited)
$ 330,87. $ 264,40¢
70,18¢ 308,56t
46,35t 51,21:
26,91¢ 28,581
6,261 6,02¢%
20,02¢ 33,89¢
500,61¢ 692,69:
65,95( —
26,81« 28,15}
73,09¢ 73,19¢
17,04¢ 18,07
30,02¢ 28,12:
$ 713,54¢ $ 840,24¢
$ 2358: $ 33,32:
21,84¢ 26,39
27,60¢ 28,44¢
5,30z 5,22¢
78,331 93,39:
46,26¢ 43,30¢
124,60: 136,70:
5 5
180,12- 303,68:
410,67: 399,85¢
(1,859 —
588,94 703,54!
$ 71354¢ $ 840,24¢




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
April 5, March 31,
2008 2007
$ 98,17¢ $ 73,81¢
37,83: 28,43¢
60,34 45,37¢
24,67: 24,807
24,60¢ 24,29:
49,28: 49,09¢
11,06¢ (3,729
4,79¢ 3,83t
(145) (231)
(142) (119)
15,57¢ (239)
4,762 507
10,81« (74€)
— 156,35¢
$ 10,81« $ 155,61
$ 021 $ (0.02)
$ 021 $ 2.84
$ 021 $ (0.02)
$ 021 $ 2.84
51,10¢ 54,80¢
52,00( 54,80¢

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

Operating Activities
Net income
Adjustments to reconcile net income to cash praVicle operating activities
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 otlsset
Stock compensation exper
Additional income tax benefit from employee st-based award
Excess income tax benefit from employee s-based award
Deferred income taxe
Changes in operating assets and liabilit
Accounts receivabl
Inventories
Prepaid expenses and other as
Accounts payabl
Accrued expense
Deferred income on shipments to distribut
Income taxes
Net cash provided by operating activities of comitig operation:
Investing Activities
Purchases cavailable-for-sale investment
Sales and maturities availablefor-sale investmenti
Purchases of property, equipment and soft
Proceeds from the sale of ass
Purchases of other assets
Net cash provided by investing activities of conting operation:
Financing Activities
Proceeds from exercises of stock opti
Excess income tax benefit from employee s-based award
Repurchases of common stc
Repurchases of stock to satisfy employee tax witihg
Net cash used in financing activities of continuopgrations
Discontinued Operations
Operating activitie:
Investing activities
Financing activities
Net cash used in discontinued operati

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 No-Cash Activity:
Proceeds from the sale of assets held in escrow

The accompanying notes are an integral part ofé@sndensed Consolidated Financial Statements.
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Three Months Ended

April 5, March 31,
2008 2007

10,81« $ 155,61:
— (156,359
2,621 2,78
(15) 152
1,032 1,234
10,22: 11,77(
602 75€
(411) (47¢)
(262) 26
4,85¢€ 3,34¢
1,66¢ 734
2,44( 2,41¢
(4,435 1,16(
(4,989 (2,336)
(842) 3,257
351 1,03¢
23,64¢ 25,117
(79,23 (181,43
248,81¢ 46,85
(1,279 (1,527)
14,26¢ 270,75(
(189) —
182,38! 134,64¢
4,53¢ 1,99¢
411 47€
(143,02:) (13,149
(1,499 (2,766
(139,57)) (13,447
- (83%)
— (63%)
— 551
— (915)
66,46: 145,40t
264,40t 68,18¢
330,87 $ 213,59
— 8 14,25(




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

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

The condensed consolidated financial statemerttsr tlhan the condensed consolidated balance sheéDecember 29, 2007, included
herein are unaudited; however, they contain alimarecurring accruals and adjustments which, énagjpinion of management, are necessary
to present fairly the condensed consolidated firduposition of Silicon Laboratories Inc. and itghsidiaries (collectively, the “Company”) at
April 5, 2008 and December 29, 2007, the condensedolidated results of its operations for theghrenths ended April 5, 2008 and
March 31, 2007, and the condensed consolidateensegits of cash flows for the three months ended Bp2008 and March 31, 2007. All
intercompany balances and transactions have beeimaled. The condensed consolidated results efatipns for the three months ended
April 5, 2008 are not necessarily indicative of theults to be expected for the full year.

The accompanying unaudited condensed consolidataxcial statements do not include certain foothaied financial presentations
normally required under U.S. generally accepteaaiating principles. Therefore, these condensedaatated financial statements should
be read in conjunction with the audited consoliddieancial statements and notes thereto for tlae gaded December 29, 2007, included in
the Company’s Form 10-K filed with the Securitiesld&xchange Commission (SEC) on February 7, 2008.

The Company prepares financial statements on%85&eek year that ends on the Saturday closes¢termber 31. Fiscal year 2008 \
have 53 weeks with the extra week occurring irfitlsé quarter of the year. Fiscal 2007 had 52 vseek

Reclassification:
Certain reclassifications have been made to pear yinancial statements to conform with curreratrygresentation.
Recent Accounting Pronounceme

In December 2007, the Financial Accounting Stansl&alard (FASB) issued Statement of Financial ActiogrStandards (SFAS)
No. 141 (revised 2007Business CombinationgSFAS 141R). SFAS 141R establishes principlesraguirements for how an acquirer
recognizes and measures in its financial statentbat&lentifiable assets acquired, including godidtie liabilities assumed and any non-
controlling interest in the acquiree. The Statenadso establishes disclosure requirements to ensdars of the financial statements to
evaluate the nature and financial effects of th&r®ss combination. SFAS 141R is effective foliless combinations for which the
acquisition date is on or after the beginning ef finst annual reporting period beginning on oeafdbecember 15, 2008. The impact of
adopting SFAS 141R will be dependent on the fubwgness combinations that the Company may pufseeis effective date.
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Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statemen{Continued)
(Unaudited)

In September 2006, the FASB issued SFAS No. E&if,Value Measurements SFAS 157 defines fair value, establishes a freonke
for measuring fair value in GAAP and expands disgftes about fair value measurements. In Febru@08,2he FASB amended SFAS 157
by issuing FASB Staff Position (FSP) FAS 157Application of FASB Statement No. 157 to FASB Siaté¢ No. 13 and Other Accounting
Pronouncements That Address Fair Value Measurenieniurposes of Lease Classification or Measurdmeder Statement 13,nd FAS
157-2,Effective Date of FASB Statement No. 137SP FAS 157-1 amends SFAS 157 to exclude SFABc®unting for Leasesnd certait
other lease-related accounting pronouncements. HASP1572 delays the effective date of SFAS 157 for nonfaial assets and nonfinanc
liabilities, except for items that are recognizedlisclosed at fair value in the financial statetsam a recurring basis (at least annually), to
fiscal years beginning after November 15, 2008e Tompany adopted certain provisions of SFAS 1f&twfe December 30, 2007 (see
Note 4,Fair Value of Financial Instrumentsto the Condensed Consolidated Financial Statesienadditional information). The Company
is currently evaluating the effect that the adaptid the provisions deferred by FSP FAS I5&ill have on its financial position and resulf:
operations.

2. Discontinued Operation

On March 23, 2007, the Company sold its Aero® tcanger, AeroFONE™ single-chip phone and power afieplproduct lines (the
“Aero product lines”) to NXP B.V. and NXP Semicomtiors France SAS (collectively “NXP”) for $285 nmlh in cash, (including $14.3
million held in escrow recorded in the “prepaid erpes and other current assets” line of the cateteli balance sheet at December 29,
2007), plus additional earn-out potential of ugtoaggregate of $65 million over the next threesgieén March 2008, the full amount
previously held in escrow was distributed to therpany.

The financial results of the sold product lineséneen presented as discontinued operations totilensed consolidated financial
statements. The following summarizes results frloendiscontinued operations (in thousands, exoapsipare data):

Three Months Ended
March 31, 2007

Revenues $ 37,98¢
Costs of revenues and operating expenses 36,69!

1,297
Gain on sale of discontinued operations 222,33
Income from discontinued operations before incoaxes 223,63!
Provision for income taxes 67,27¢
Income from discontinued operations, net of incaaxes $ 156,35¢

Income from discontinued operations per commones|

Basic $ 2.8t
Diluted $ 2.8t
Weighte-average common sharoutstanding

Basic 54,80¢
Diluted 54,80¢




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

3. Earnings Per Share

The following table sets forth the computation aéic and diluted earnings per share from continoperations (in thousands, except
per share data):

Three Months Ended

April 5, March 31,
2008 2007

Income (loss) from continuing operations $ 10,814 $ (746
Shares used in computing baearnings per sha 51,10¢ 54,80¢
Effect of dilutive securities

Stock options and awards 891 —
Shares used in computing diluted earnings per share 52,00( 54,80¢
Income (loss) from continuing operatic

Basic earnings per she $ 0.21 $ (0.01

Diluted earnings per sha $ 0.21 $ (0.03)

Approximately 4.6 million and 4.9 million weightexrerage dilutive potential shares of common staoletbeen excluded from the
earnings per share calculation for the three moartioted April 5, 2008 and March 31, 2007, respelstivaes 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 tleeiqd.

4. Fair Value of Financial Instruments

The Company’s financial instruments are recordeghaunts that reflect the Company’s estimate df tae values. SFAS 15Fair
Value Measuremenprovides a hierarchal disclosure framework assediaiith the level of subjectivity used in measurasgets and
liabilities at fair value. The three levels definey the SFAS 157 hierarchy are as follows:

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

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

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




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

The following summarizes the valuation of the Compsa financial instruments measured under the SEBBhierarchy (in thousands):

Fair Value Measurements
at April 5, 2008 Using

Quoted Prices in Significant
Active Markets for Unobservable
Identical Assets Inputs
Description (Level 1) (Level 3) Total
Cash equivalent $ 310,68: $ — % 310,68!
Shor-term investment 70,18t — 70,18t
Long-term investment 65,95( 65,95(

The Company’s cash equivalents and short-term tmessts are valued using quoted prices and othevaet information generated by
market transactions involving identical assetse Tompany’s long-term investments are valued usidgcounted cash flow model. The
assumptions used in preparing the discounted dawimiiodel include estimates for interest rates, @ambof cash flows and expected holding
periods of the securities. See Notdérfyestmentsto the Condensed Consolidated Financial Statesrienadditional information on the
Company’s investments.

The following summarizes the activity in Level &dncial instruments for the three months ended| Ap2008 (in thousands):

Long-term

Investments
Balance at December 29, 2007 $ —
Net transfers into Level 68,80(
Unrealized losses (2,850
Balance at April 5, 2008 $ 65,95(

5. Investments

The Company’s short-term investments consist pilgnaf municipal bonds, U.S. government agency a@ed certain auction-rate
securities. These securities typically have odfmaturities greater than ninety days as of the dapurchase and are classified as available-
for-sale. Investments in which the Company hasttikty and intent, if necessary, to liquidateoirder to support its current operations
(including those with contractual maturities gredtan one year from the date of purchase) arsifiles as short-term. The Company’s long-
term investments consist of auction-rate securities




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

Prior to fiscal 2008, the Company classified aitean-rate securities as short-term investmentlykn fiscal 2008, auctions for many
of the Company’s auction-rate securities failedause sell orders exceeded buy orders. As of Ap2D08, the Company held $72.8 million
of auction-rate securities, of which $70.8 milliexperienced failed auctions during the first quarfEhe underlying assets of the Company’s
auction rate securities consisted of student l@agsmunicipal bonds, had credit ratings of AAA @afand were guaranteed by the U.S.
government or were insured. The funds associatiédfailed auctions are not expected to be accksaifttil a successful auction occurs, the
issuer redeems the securities, a buyer is fourgldsubf the auction process or the underlying seesimature. Certain issuers have notified
the Company that they expect to redeem their auctite securities within the next 12 months. Ashsthe Company has classified $4.0
million of its auction-rate securities at April 3008 as short-term. The remainder of the Compagnytsion-rate securities have been
classified as long-term investments as of ApritG08.

The Company reviews its investments as of the éedich reporting period for other-than-temporarglides in fair value based on the
specific identification method. The Company corssdvarious factors in determining whether an impant is other-than-temporary,
including the severity and duration of the impaintydorecasted recovery and its ability and interttold the investment for a period of time
sufficient to allow for any anticipated recoverynrarket value. When the Company concludes thattzr-¢han-temporary impairment has
resulted, the difference between the fair valuetaedtarrying value is written off and recordecansmpairment charge in the consolidated
statement of income. The Company has determirgchthother-than-temporary impairment losses exXiageof April 5, 2008.

The carrying value of the Company’s short-term staeents approximates its fair value. Long-ternestments as of April 5, 2008
consist of the following (in thousands):

Gross
Unrealized Estimated
Cost Losses Fair Value
Auction-rate securities $ 68,80 $ (2,850 $ 65,95(

6. Balance Sheet Details

Balance sheet details consist of the followingtfiousands):

Inventories
April 5, December 29,
2008 2007
Work in progress $ 23,18 % 25,60¢
Finished goods 3,73¢ 2,982
$ 26,91t $ 28,58
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Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statemen{Continued)
(Unaudited)

7. Stockholders’ Equity and Stock-Based Compensatio
Common Stock

The Company issued 0.4 million shares of commockstiniring the three months ended April 5, 2008 prdgimately 47,000 shares
were withheld by the Company during the three meetided April 5, 2008 to satisfy employee tax @ilans for the vesting of certain stock
grants made under the Company’s 2000 Stock InceRtian.

Share Repurchase Program

In July 2007, the Company’s Board of Directors auited a program to repurchase up to $400 millibthe Company’s common stock
from time to time over a 24-month period. The pewg allows for repurchases to be made in the opskehor in private transactions,
including structured or accelerated transactiomisjest to applicable legal requirements and maskatitions. During the three months en
April 5, 2008, the Company repurchased 4.5 milbbares of its common stock for $137.1 million unitecurrent repurchase program.
During the three months ended March 31, 2007, tragany repurchased 0.5 million shares for $14.6anilinder its previous share
repurchase program that expired in July 2007. .

Comprehensive Income

The changes in the components of other compreheimsiome, net of taxes, were as follows (in thodsan

Three Months Ended

April 5, March 31,
2008 2007
Net income $ 10,81« $ 155,61
Change in net unrealized losses on available-fiersecurities (1,859 —
Comprehensive income $ 8,961 $ 155,61:

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

April 5, December 29
2008 2007
Net unrealized losses on availe-for-sale securities $ (1,859 $ —
Accumulated other comprehensive loss $ (1,859 $ —
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Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statemen{Continued)
(Unaudited)

Stock-Based Compensation

The Company has two stock-based compensation pglen2000 Stock Incentive Plan and the EmployeekSturchase Plan (the
“Purchase Plan”). Effective January 1, 2006, then@any adopted FASB SFAS No. 123 (revised 2084are-Based Paymen{SFAS
123R) using the modified-prospective-transition moet

Accounting for Stock Compensati

Stock-based compensation costs are generally loastek fair value calculated from the Black-Schapson-pricing model on the date
of grant for stock options and on the date of émreht for the Purchase Plan. The fair values aflsbwards and restricted stock units
(RSUs) generally equal their intrinsic value on diate of grant. The weighted-average fair valushafrebased payments was estimated L
the Black-Scholes option-pricing model with thedaling assumptions:

Three Months Ended

April 5, March 31,
2008 2007
2000 Stock Incentive Pla
Expected volatility 44.(% 53.5%
Risk-free interest rate ¢ 2.7% 4.8%
Expected term (in year 5.0 5.C

Dividend yield — —

The following are the stock-based compensationsaesiognized in the Company’s condensed consotidasgements of income (in
thousands):

Three Months Ended

April 5, March 31,
2008 2007

Cost of revenues $ 37C  $ 307
Research and developmt 3,94 5,371
Selling, general and administrative 5,90¢ 6,092
10,22: 11,77(

Provision for income taxes 1,24 2,06¢
$ 897/ § 9,70z

During the three months ended March 31, 2007, @magg&any recorded $3.3 million of stock compensatigpense in continuing
operations for a one-time equity award to employetsined by the Company after the sale of the Aeoduct lines.

The Company had approximately $98.8 million of totarecognized compensation costs related to siptikns and RSUs at April 5,
2008 that are expected to be recognized over aezleaverage period of 2.1 years.

12




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

8. Commitments and Contingencies

Securities Litigation

On December 6, 2001, a class action complaintifdations of U.S. federal securities laws was filedhe United States District Court
for the Southern District of New York against then@pany, four officers individually and the thregaestment 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 purclaasktional shares in the aftermarket at
pre-determined higher prices. The Complaint aegelations of the Securities Act of 1933 and $ezurities Exchange Act of 1934. The
action seeks damages in an unspecified amounsarelrig coordinated with approximately 300 otharlyeidentical actions filed against
other companies. A court order dated October 922{lismissed without prejudice the four officersted Company who had been named
individually. On December 5, 2006, the Second @ireacated a decision by the District Court gnagttlass certification in six “focus”
cases, which are intended to serve as test caesplaintiffs selected these six cases, whichatdantlude the Company. The Court has
indicated that its decisions in the six focus casesntended to provide strong guidance for th&iggin the remaining cases. On April 6,
2007, the Second Circuit denied a petition for asimg filed by plaintiffs, but noted that plainsftould ask the District Court to certify more
narrow classes than those that were rejected.

On August 14, 2007, the plaintiffs filed amendedptaints in the six focus cases. On Septembe2@77, the plaintiffs moved to
certify a class in the six focus cases. On NoveriBe2007, the issuers and the underwriters naameatkfendants in the six focus cases filed
motions to dismiss the amended complaints agaiesait On March 26, 2008, the District Court dismisthe Securities Act claims of those
members of the putative classes in the focus aaessold their securities for a price in excesthefinitial offering price and those who
purchased outside the previously certified clas®gde With respect to all other claims, the mosido dismiss were denied. The Company is
awaiting a decision from the Court on the classfeaation motion.

The Company is unable to estimate or predict thergiml damages that might be awarded as a refsthiisditigation, whether such
damages would be greater than the Company’s inseraoverage, or whether the outcome would havetarimeimpact on the Company’s
results of operations or financial position.
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Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statemen{Continued)
(Unaudited)

Patent and Copyright Infringement Litigatit

On December 14, 2006, Analog Devices, Inc. (An&egices), a Massachusetts corporation, filed adévegainst the Company, in the
United States District Court in the District of Mashusetts, alleging infringement of United St&atents Nos. 7,075,329, 6,262,600,
6,525,566, 6,903,578 and 6,873,065, and copyrighihgement of certain Analog Devices datashe&s.September 17, 2007, the Company
filed a lawsuit against Analog Devices in the @ditStates District Court for the Eastern DistricTexas, Marshall Division, alleging
infringement of United States Patent No. 7,171,502. March 7, 2008, the Company settled both latswith Analog Devices. In
connection with the settlement, each company agiedismiss the lawsuits.

Other

The Company is involved in various other legal pextings that have arisen in the normal course sifibas. While the ultimate results
of these matters cannot be predicted with certathty Company does not expect them to have a rabtetverse effect on its consolidated
financial position or results of operations.

Operating Leases

400 W. Cesar Chavez Building

In March 2006, the Company entered into an opegatiase agreement and a related participation agnatefor a facility in Austin,
Texas for its corporate headquarters. During éhm tof the lease, the Company has an on-goingmipurchase the building for a total
purchase price of approximately $44.3 million. Afigtively, the Company can cause the property teolieto third parties provided it is not
in default under the lease. The Company is contittgdiable on a first dollar loss basis for theaganteed residual value associated with this
property in the event that the net sale proceeslfeas than the original financed cost of the ifigailp to approximately $35.3 million.

200 W. Cesar Chavez Building

In March 2008, the Company entered into an opegatiase agreement and a related participation agnatefor a facility in Austin,
Texas for the expansion of its corporate headqrsgarfeéhe lease has a term of five years. The tegdor the term of the lease is an amount
equal to the interest accruing on $50.1 milliod%5 basis points over the three-month LIBOR (whigcluld be approximately $11.3 million
over the five year term assuming LIBOR averageg%.8uring such term).

The Company has granted certain rights and reméalib® lessor in the event of certain defaultsluding the right to terminate the
lease, to bring suit to collect damages, and topmdithe Company to purchase the facility. Thedeamtains other customary representat
warranties, obligations, conditions, indemnificatjarovisions and termination provisions, includoayenants that the Company shall
maintain unencumbered cash and highly-rated skari-investments of at least $75 million. If thenGmany’s unencumbered cash and
highly-rated short-term investments is less thas0$illion, it must also maintain a ratio of fundaebt to earnings before interest expense,
income taxes, depreciation, amortization, leasees@ and other noarash charges (EBITDAR) over the four prior fiscahtters of no great
than 2to 1. As of April 5, 2008, the Company bedis it was in compliance with all covenants ofldase.
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Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statemen{Continued)
(Unaudited)

During the term of the lease, the Company has agoamg option to purchase the building for a tgaichase price of approximately
$50.1 million. Alternatively, the Company can catise property to be sold to third parties providesl not in default under the lease. The
Company is contingently liable for up to $40.0 ioifl to the extent that the sale proceeds are hessthe $50.1 million purchase option. To
the extent that the net proceeds generated frorsatieeof the facility to a third party exceed theghase option, the Company would have the
right to receive substantially all of such excesscpeds if the sale occurs prior to the end otehe of the lease. If the property is sold after
the term of the lease, the Company would haveitjte to recover its $40.0 million guarantee, to éxéent such sale proceeds exceed $10.1
million.

In accordance with FASB Interpretation No. @jarantor’s Accounting and Disclosure RequiremdatsGuarantees, Including
Indirect Guarantees of Indebtedness of Otl, the Company determined that the fair value aasediwith the guaranteed residual value was
$1.2 million. The amount was recorded in “Otheseds, net” and “Long-term obligations and othebiliies” in the condensed consolidated
balance sheets and is being amortized over thedéthe lease.

The Company is required to periodically evaluatedkpected fair value of the facility at the endhaf lease term. If the Company
determines that it is estimable and probable tiaekpected fair value will be less than $50.1iamllit will ratably accrue the loss up to a
maximum of approximately $40.0 million over the @@mng lease term. As of April 5, 2008, the Comphas determined that a loss
contingency accrual is not required.

Discontinued Operations Indemnificati

In connection with the sale of the Aero producesinthe Company agreed to indemnify NXP with resfzeliabilities for certain tax
matters. There is no contractual limit on exposuth respect to such matters. As of April 5, 200 Company had no material liabilities
recorded with respect to this indemnification oatign.

9. Income Taxes

At April 5, 2008, the Company had unrecognizediearefits of $28.4 million which would affect thdegtive tax rate if recognized.
During the three months ended April 5, 2008, thenBany had gross increases of $1.1 million to itsent year unrecognized tax benefits,
primarily due to uncertainty related to intercompémansfer pricing. During the three months entllzdch 31, 2007, the Company had gross
increases of $16.7 million to its unrecognizedharefits, primarily due to tax consequences asttiaith discontinued operations. The
Company believes it is reasonably possible thattirecognized tax benefits will decrease in thewarhof $6.6 million in the next twelve
months due to the closing of an open tax year. nétere of the uncertainty relates primarily to wettbns taken on a prior year tax return.

The Company recognizes interest and penaltiessrbtatunrecognized tax benefits in the provisiarifioome taxes. The Company
recognized approximately $0.2 million of interesdt of tax, in the provision for income taxes faclk of the three months ended April 5, 2
and March 31, 2007. As of April 5, 2008, the Comphad accrued approximately $2.4 million for tlegyment of interest related to
unrecognized tax positions.

The tax years 2004 through 2008 remain open to ewdion by the major taxing jurisdictions to whittte Company is subject. The
Company is not currently under audit in any magoairig jurisdiction, but the Company is participatin the Advance Pricing Agreement
program with the U.S. Internal Revenue Service.
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Silicon Laboratories Inc.
Notes to Condensed Consolidated Financial Statemen{Continued)
(Unaudited)

10 . Headquarter Relocation Costs
In fiscal 2006, the Company relocated most of isth, Texas employees to a new corporate headgsarn fiscal 2007, the Compa

relocated the remainder of its Austin employeesstheadquarters. The following table summarthesaccrued relocation costs activity for
the three months ended April 5, 2008 (in thousands)

Balance at Additions Balance at
December 29, Charged to Deductions April 5,
2007 Expenses (1) 2008
$ 2,61¢ % —  $ (882) ¢ 1,73¢€

(1) Deductions represent lease payments.
Item 2. Management'’s Discussion and Analysis of Rancial Condition and Results of Operations

The following discussion and analysis of financiahdition and results of operations should be regadonjunction with the condensed
consolidated financial statements and related ntteseto included elsewhere in this report. Thécdssion contains forward-looking
statements. Please see the “Cautionary StatenedVe and “Risk Factors” below for discussionstof tincertainties, risks and
assumptions associated with these statements fisdaf year-end financial reporting periods are 2-%r 53- week year ending on the
Saturday closest to December 31st. Fiscal year 2@i0$ave 53 weeks with the extra week occurrimthie first quarter of the year. Fiscal
2007 had 52 weeks. Our first quarter of fiscal 2@d8ed April 5, 2008. Our first quarter of fis@07 ended March 31, 2007. Except as
noted, financial results are for continuing opecats. Our former Aero product lines are reporteddacontinued operations. The sale of
these product lines closed on March 23, 2007.

Overview

We design and develop proprietary, analog-intensiiged-signal integrated circuits (ICs) for a lioange of applications. Mixed-
signal ICs are electronic components that coneadtworld analog signals, such as sound and radieesy into digital signals that electronic
products can process. Therefore, mixed-signabi€<ritical components in a broad range of apjtioa in a variety of markets, including
communications, consumer, industrial, automotivedival and power management. Our major customehsde 2Wire, Garmin, Global
Navigation Systems, LG Electronics, Motorola, Pamés Philips, Sagem, Samsung and Thom

As a “fabless” semiconductor company, we rely drdtparty semiconductor fabricators in Asia, an@tesser extent the United States,
to manufacture the silicon wafers that reflect iilidesigns. Each wafer contains numerous die, wéie cut from the wafer to create a chip
for an IC. We rely on third-parties in Asia to @eswle, package, and, in the substantial majorityasks, test these devices and ship these
units to our customers. We have increased théopoof testing performed by such third parties, ebhfiacilitates faster delivery of products
our customers (particularly those located in Asshprter production cycle times, lower inventorguigements, lower costs and increased
flexibility of test capacity.

Our product set addresses a variety of broad-basestl-signal applications. Our expertise in andtggnsive, high-performance,
mixedsignal ICs enables us to develop highly differdrtiasolutions that address multiple markets. Vegour products into the followir
categories:

*  Broadcast products, which include our broadcasonateivers and transmitters, satellite set-topfieceivers and satellite radio
tuner;

. ISOmodem® embedded modems;
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*  Voice over IP (VolP) products, which include ounBLIC® subscriber line interface circuits and vodieect access arrangement
(DAA);

*  Microcontrollers;
e Timing products, which include our clocks, precismock & data recovery ICs and oscillators;
«  Power products, which include our isolators, cursemsors and Power over Ethernet devices; and

«  Mature products, which include our silicon DAA f8€ modems, DSL analog front end ICs, optical platdayer transceivers and
RF Synthesizers.

Through acquisitions andternal development efforts, we have continuediversify our product portfolio and introduce ngeneratiol
ICs with added functionality and further integratioln the first three months of 2008, we introdliaesinglechip digital video demodulator,
single input, single output jitter-attenuating douultiplier IC, two high-performance radio datssm (RDS) receivers for portable and in-
car navigation devices, a family of fully-integrdt&M/FM radio receivers with weather band coveragd expanded our microcontroller
portfolio with the addition of low voltage microctallers capable of operating down to 0.9 volts aed small form factor microcontrollers
with EPROM. We plan to continue to introduce prctduthat increase the content we provide for engséipplications, thereby enabling us to
serve markets we do not currently address and expgiour total available market opportunity.

We had no customers that accounted for more théndf®ur revenues during the three months ended Bp2008. In addition to
direct sales to customers, some of our end cuswmechase products indirectly from us throughritistors and contract manufacturers. An
end customer purchasing through a contract manuacdtypically instructs such contract manufactaoeobtain our products and incorporate
such products with other components for sale b santract manufacturer to the end customer. Alghowe actually sell the products to,
and are paid by, the distributors and contract rfezanturers, we refer to such end customer as odowwes. One of our distributors, Edom
Technology, represented 32% of our revenues dahi@ghree months ended April 5, 2008. There werether distributors or contract
manufacturers that accounted for more than 10%uofevenues during the three months ended Ap#iDBS.

The percentage of our revenues derived from custioeated outside of the United States was 86%nduine three months ended
April 5, 2008, which reflects our product and cusés diversification and market penetration for ptoducts, as many of our customers
manufacture and design their products in Asia. oAbbur revenues to date have been denominatedinddllars. We believe that a majority
of our revenues will continue to be derived fronstouners outside of the United States.

The sales cycle for the test and evaluation ofiGarcan be as long as 12 months or more. An additithree to six months or more are
usually required before a customer ships a sigmitizolume of devices that incorporate our ICs.e Buthis lengthy sales cycle, we typically
experience a significant delay between incurrirgieaech and development and selling, general anéh&irative expenses, and the
corresponding sales. Consequently, if sales inqaiayter do not occur when expected, expensesaedtory levels could be
disproportionately high, and our operating residtghat quarter and, potentially, future quartemild be adversely affected. Moreover, the
amount of time between initial research and devalm and commercialization of a product, if evan be substantially longer than the sales
cycle for the product. Accordingly, if we incursitantial research and development costs withowgldging a commercially successful
product, our operating results, as well as our gnqwospects, could be adversely affected.

Because many of our ICs are designed for use isuwoar products such as personal computers, pengdeal recorders, set-top boxes
and mobile handsets, we expect that the demaraufgoroducts will be typically subject to some degof seasonal 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.
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Discontinued Operation

On March 23, 2007, we sold our Aero transceiveroR©NE single-chip phone and power amplifier pradines to NXP for $285
million in cash, plus additional earn-out potenti&lp to an aggregate of $65 million over thedwaling three years. The results of operations
of the sold product lines have been presentedsaswulinued operations.

Results of Operations
The following describes the line items set forttoim condensed consolidated statements of income:

Revenues. Revenues are generated almost exclusively bg séleur ICs. We recognize revenue on sales whef the following
criteria are met: 1) there is persuasive evidehaedn arrangement exists, 2) delivery of goodsokbasarred, 3) the sales price is fixed or
determinable, and 4) collectibility is reasonakdguared. Generally, we recognize revenue from potoghles to direct 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 reverrusuzh sales until the distributors sell
product to the end customer. Our products typicadiry a one-year replacement warranty. Replan&iteave been insignificant to date.
Our revenues are subject to variation from periogdriod due to the volume of shipments made wishjreriod 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, imotnd.) 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 thaaveeage selling price for such product will declches to the greater availability of compet
products. Our ability to increase revenues inftigre is dependent on increased demand for oabkstted products and our ability to ship
larger volumes of those products in response th demand, as well as our ability to develop or @eguew products and subsequently
achieve customer acceptance of newly introducedymts.

Cost of revenues. Cost of revenues includes the cost of purchamighed silicon wafers processed by independamdioies; costs
associated with assembly, test and shipping ofktiposducts; costs of personnel and equipment agsdowvith manufacturing support,
logistics and quality assurance; costs of softwayalties and amortization of purchased softwatigemintellectual property license costs, i
certain acquired intangible assets; an allocatetignoof our occupancy costs; allocable deprecmtibtesting equipment and leasehold
improvements; and impairment charges related tmicemanufacturing equipment held for sale or abaed. Generally, we depreciate
equipment over four years on a straight-line basileasehold improvements over the shorter oéstienated useful life or the applicable
lease term. Recently introduced products tendate inigher cost of revenues per unit due to ihyjtialv production volumes required by our
customers and higher costs associated with newagackariations. As production volumes for a praédincrease, unit production costs tend
to decrease as our yields improve and our semiatadfabricators, assemblers and test suppliereeelyreater economies of scale for that
product. Additionally, the cost of wafer procurathand assembly and test services, which are 8ignifcomponents of cost of goods sold,
vary cyclically with overall demand for semicondurst and our suppliers’ available capacity of suaidpcts and services.

Research and development.Research and development expense consists dyiraapersonnel-related expenses, including stock
compensation, new product mask, wafer, packagidgest costs, external consulting and servicescastortization of purchased software,
equipment tooling, equipment depreciation, amadtittrmeof acquired intangible assets, acquired reteand development resulting from
acquisitions, as well as an allocated portion afacupancy costs for such operations. We genatejpreciate our research and developr
equipment over four years and amortize our purchaséware from computer-aided design tool venderey 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.
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Selling, general and administrative. Selling, general and administrative expense stmgrimarily of personnel-related expenses,
including stock compensation, related allocablgiporof our occupancy costs, sales commissionsdependent sales representatives,
applications engineering support, professional,fdiesctors’ and officers’ liability insurance, pat litigation legal fees, costs related to
relocating our headquarters and promotional andetiaig expenses.

Interest income. Interest income reflects interest earned on ashgccash equivalents and investment balances.
Interest expense. Interest expense consists of interest on ourt stmal long-term obligations.

Other income (expense), net.Other income (expense), net reflects foreignenay remeasurement adjustments and gains on the
disposal of fixed assets.

Provision for Income Taxes. We accrue a provision for domestic and foreigroine tax at the applicable statutory rates adjusted
non-deductible expenses (including stock compemsgtiesearch and development tax credits andesité@rcome from tax-exempt
investments. We recognize interest and penakiesed to unrecognized tax benefits in the prowi$ar income tax.

The following table sets forth our condensed cddatéd statements of income data as a percentageeariues for the periods indicat

Three Months Ended

April 5, March 31,
2008 2007

Revenue! 100.(% 100.(%
Cost of revenues 38.t 38.t
Gross profit 61.5 61.5
Operating expense

Research and developmt 25.1 33.¢

Selling, general and administrative 25.1 32.¢
Operating expenses 50.z 66.5
Operating income (loss) 11.2 (5.0
Other income (expense

Interest incom: 4.¢ 5.2

Interest expens (0.2 (0.3

Other income (expense), net 0.9 0.2
Income (loss) from continuing operations beforeome

taxes 15.¢ (0.3
Provision for income taxes 4.¢ 0.7
Income (loss) from continuing operations 11.C (1.0)
Income from discontinued operations, net of incaaxes — 211.¢
Net income 11.(% 210.£%
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Revenues

Three Months Ended
April 5, March 31, %
(in millions) 2008 2007 Change Change

Revenue:! $ 98.2 $ 73.¢ % 24.4 33.(%

The growth in the sales of our products for theent¢hree month period was primarily driven by @ased revenues from our broadcast
and microcontroller products. Unit volumes of punducts increased compared to fiscal 2007 by 52 A%rage selling prices decreased
during the same period by 14.3%. As our produetome more mature, we expect to experience desr@nagerage selling prices. We
anticipate that newly announced higher priced, gexteration products and product extensions widledfthese decreases to some degree.

Gross Profit

Three Months Ended

April 5, March 31, %
(in millions) 2008 2007 Change Change
Gross profi $ 60.2 $ 454 $ 14.¢ 33.(%
Percent of revent 61.5% 61.5%

In the recent three month period, gross profitrditichange as a percent of revenues, but incréasdxsolute dollars as a result of our
increased sales.

We may experience declines in the average selliicggof certain of our products. This downwaregsure on gross profit as a
percentage of revenues may be offset to the ewtersire able to: 1) introduce higher margin new potsland gain market share with our |
or 2) achieve lower production costs from our walgppliers and third-party assembly and test subactors.

Research and Development

Three Months Ended

April 5, March 31, %
(in millions) 2008 2007 Change Change
Research and developm $ 247 % 246 3% 0. (0.5)%
Percent of revent 25.1% 33.6%

The decrease in research and development expeabsdtute dollars for the recent three month peniad principally due to decreased
stock compensation and other personnel-relatedneegeof $1.3 million. This impact was partiallyseft by increased product introduction
costs of $1.0 million.

Significant recent development projects includéals-chip digital video demodulator, a single ibpsingle output jitterttenuating cloc
multiplier IC, two high-performance radio data gyst(RDS) receivers for portable and in-car navagatievices, a dual-function, single-port
Power over Ethernet (PoE) controller with an in&égd dc-dc controller for power sourcing equipménty-integrated AM/FM radio
receivers with short-wave and long-wave band cayra family of single-chip AC current sensorsualdProSLIC for VolP equipment,
families of jitter-attenuating any-rate clock mpltérs and oscillators and we further expandednaigrocontroller portfolio. We expect that
research and development expense will increasereittnue in absolute dollars and may fluctuate @ereentage of revenues due to changes
in sales and the timing of certain expensive iteafsted to new product development initiatives hsas engineering mask and wafer costs.
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Selling, General and Administrative

Three Months Ended

April 5, March 31, %
(in millions) 2008 2007 Change Change
Selling, general and administrati $ 24¢  $ 245: % 0.3 1.3%
Percent of revent 25.1% 32.%

The increase in selling, general and administragi@ense in absolute dollars for the recent threetmperiod was principally due to
(a) the $0.5 million increase in sales commissiang, (b) the $0.3 million increase in depreciatidme increase was offset in part by a
decrease of $0.5 million in legal fees primariliated to litigation. We expect that selling, gexiemd administrative expense will increase
slightly in absolute dollars in future periods. eTthecrease in selling, general and administratipemse as a percent of revenues is principally
due to our increased sales.

Interest Income

Three Months Ended
April 5, March 31,
(in millions) 2008 2007 Change

Interest incomt $ 48 $ 3.8 % 1.C

The increase in interest income for the recengtimenth period was primarily due to greater caghiamestments balances, and to a le
extent, higher interest rates of the underlyingrimaents.

Interest Expense

Interest expense was $0.1 million for the three thended April 5, 2008 compared to $0.2 milliontfe three months ended March 31,
2007.

Other Income (Expense), Net
Other income (expense), net was $(0.1) milliontfier three months ended April 5, 2008 and Marct280y .

Provision for Income Taxes

Three Months Ended

April 5, March 31,
(in millions) 2008 2007 Change
Provision for income taxe $ 48 $ 0t $ 4.3
Effective tax rate 30.€% (211.)%

The effective tax rate for the three months endpd| A, 2008 was higher than the three months emdacth 31, 2007 primarily due to t
recognition of pre-tax book income as comparedhi¢osimall pre-tax book loss realized during theghmenths ended March 31, 2007.
Additionally, the effective tax rate for the thremnths ended April 5, 2008 was higher due to theicion in tax exempt interest income and
the non-renewal of the federal research and demaaptax credit.

The effective tax rates for each of the periods@néd differ from the federal statutory rate d¥38ue to the amount of income earned in
foreign jurisdictions where the tax rate may bedowhan the federal statutory rate, tax exemptéstancome, the limited deductibility of
stock compensation expense and other permanerg.item
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Income from discontinued operations, net of incomeaxes

Three Months Ended

April 5, March 31,
(in millions) 2008 2007 Change
Income from discontinued operations, net of inc
taxes $ — $ 156.¢ $ (156.9

Revenues from our discontinued operations were aedo$38.0 million for three months ended AprieB08 and March 31, 2007,
respectively. Income from our discontinued operatifor the three months ended March 31, 2007 declia gain on the sale of our Aero
product lines of $222.3 million and a provision flecome taxes of $67.3 million. We do not expeatecognize any additional revenue from
our discontinued operations. See Not®@continued Operationto the Condensed Consolidated Financial Statenfentdditional
information.

Business Outlook

We expect revenues in the second quarter of f@@8 to be in the range of $98 to $101 millionrtRermore, we expect our diluted net
income per share to be in the range of $0.20 t2250.

Liquidity and Capital Resources

Our principal sources of liquidity as of April 50@8 consisted of $401.1 million in cash, cash egjeivts and short-term investments. Our
short-term investments consist primarily of munatiponds and U.S government agency notes.

Our long-term investments consist of auction-rausities. Early in fiscal 2008, auctions for manfiyour auction-rate securities failed
because sell orders exceeded buy orders. As df 3008, we held $72.8 million of auction-ratcarities, of which $70.8 million
experienced failed auctions. The funds associattdfailed auctions are not expected to be acbéssintil a successful auction occurs, the
issuer redeems the security, a buyer is found @eitsi the auction process or the underlying sdesarihature. Certain issuers have notifie:
that they expect to redeem their auction-rate swesiwvithin the next 12 months. As such, we healassified $4.0 million of our auction-rate
securities at April 5, 2008 as short-term. Theagwer of our auction-rate securities have beessiflad as long-term investments as of
April 5, 2008. We do not expect to need accesbdaapital represented by any of these auctiansaturities for at least the next 12
months. See Note Hvestmentsto the Condensed Consolidated Financial Statesrienaidditional information.

Net cash provided by operating activities was $23il6on during the three months ended April 5, 806ompared to net cash provided of
$25.1 million during the three months ended MarthZD07. Operating cash flows during the threettmoended April 5, 2008 reflect our
income of $10.8 million, adjustments of $13.8 mofflifor depreciation, amortization, deferred incdmees and stock compensation, and a net
cash outflow of $1.0 million due to changes in operating assets and liabilities.

Accounts receivable decreased to $46.4 million@ilA, 2008 from $51.2 million at December 29, 200rhe decrease in accounts
receivable resulted primarily due to a decreasevenues during the three months ended April 582@dnpared to the three months ended
December 29, 2007. Our average days sales ouitstpfi2ISO) decreased to 42 days at April 5, 200846 days at December 29, 2007.

Inventory decreased to $26.9 million at April 5080rom $28.6 million at December 29, 2007. Oweimtory level is primarily impacted
by our need to make purchase commitments to supextasted demand and variations between foretasig actual demand. Our average
days of inventory (DOI) was 64 days at April 5, 8Ghd 70 days at December 29, 2007.
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Net cash provided by investing activities was $48lillion during the three months ended April 5080compared to net cash provide:
$134.6 million during the three months ended M&th2007. The increase was principally due tonaneiase of $304.2 million in net
maturities of available-fogale investments offset by a decrease in cash gusagf $256.5 million from the sale of our Aeroghiot lines. Ne
cash provided by investing activities during theethmonths ended April 5, 2008 includes our reagipite $14.3 million previously held in
escrow in connection with the sale of the Aero praidines.

We anticipate capital expenditures of approxima$dl to $15 million for fiscal 2008. Additionallgs part of our growth strategy, we
expect to evaluate opportunities to invest in @ua® other businesses, intellectual property ohitelogies 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 $140.lioniduring the three months ended April 5, 20€8mpared to net cash used of $13.4
million during the three months ended March 31,7200he increase was principally due to an incred$129.9 million for repurchases of
our common stock. In July 2007, our Board of Dioes authorized a program to repurchase up to $4li@n of our common stock over a
24-month period, of which $281.7 million had beemghased through April 5, 2008.

Net cash provided by discontinued operations wes dering the three months ended April 5, 2008, parad to net cash used of $0.9
million during the three months ended March 31,7200

Our future capital requirements will depend on méagtors, including the rate of sales growth, madazeptance of our products, the
timing and extent of research and development praj@otential acquisitions of companies or tecbgigls and the expansion of our sales and
marketing activities. We believe our existing casld investment balances are sufficient to meetapital requirements through at least the
next 12 months, although we could be requiredpaictelect, to seek additional funding prior totttime. We may enter into acquisitions or
strategic arrangements in the future which alsdccorguire us to seek additional equity or debarficing.

Off-Balance Sheet Arrangements

In March 2008, we entered into an operating leaseeament and a related participation agreemene(tlely, the “lease”) for a facility
in Austin, Texas for the expansion of our corpofsgadquarters. The lease has a term of five y&drs.base rent for the term of the lease is
an amount equal to the interest accruing on $5@libmat 155 basis points over the three-month @B (which would be approximately
$11.3 million over the five year term assuming LIB@verages 2.97% during such term). We enteredaitease for a similar building in
Austin in March 2006.

We have granted certain rights and remedies téeisor in the event of certain defaults, includimg right to terminate the lease, to bring
suit to collect damages, and to compel us to pweiize facility. The lease contains other custgmgpresentations, warranties, obligations,
conditions, indemnification provisions and termioatprovisions, including covenants that we shalimtain unencumbered cash and highly-
rated short-term investments of at least $75 mmillitf our unencumbered cash and highly-rated sfeom investments is less than $150
million, we must also maintain a ratio of fundedtt® earnings before interest expense, incomestabapreciation, amortization, lease
expense and other non-cash charges (EBITDAR) tneefour prior fiscal quarters of no greater than 2. As of April 5, 2008, we believe
we were in compliance with all covenants of theséea

During the term of the lease, we have an on-goptgo to purchase the building for a total purchaisee of approximately $50.1
million. Alternatively, we can cause the propdrybe sold to third parties provided we are natéfault under the lease. We are continge
liable for up to $40.0 million to the extent thaetsale proceeds are less than the $50.1 millicchpse option. To the extent that the net
proceeds generated from the sale of the facility tioird party exceed the purchase option, we whalid the right to receive substantially all
of such excess proceeds if the sale occurs pritret@end of the term of the lease. If the propergold after the term of the lease, we would
have the right to recover our $40.0 million guaeanto the extent such sale proceeds exceed $1ldhm
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In accordance with FASB Interpretation No. @jarantor’s Accounting and Disclosure Requiremdotssuarantees, Including Indirect
Guarantees of Indebtedness of Othere determined that the fair value associated thighguaranteed residual value was $1.2 milliohe T
amount was recorded in “Other assets, net” and gki@nm obligations and other liabilities” in thenoensed consolidated balance sheets and
is being amortized over the term of the lease.

We are required to periodically evaluate the exgebéair value of the facility at the end of thedederm. If we determine that it is
estimable and probable that the expected fair vailide less than $50.1 million, we will ratablg@ue the loss up to a maximum of
approximately $40.0 million over the remaining kedsrm. As of April 5, 2008, we have determineat #nloss contingency accrual is not
required.

Critical Accounting Policies and Estimates

The preparation of financial statements and accoyipg notes in conformity with U.S. generally actsbaccounting principles requires
that we make estimates and assumptions that dffee@mounts reported. Changes in facts and cirteunoss 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 accountinicy@s, such as our policies for revenue
recognition, including the deferral of revenues aost 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 juddgsémat are difficult or subjective.

Inventory valuatior- We assess the recoverability of inventories thrahghapplication of a set of methods, assumptiodsestimates. |
determining net realizable value, we write dowreintory that may be slow moving or have some formlsolescence, including inventory
that has aged more than nine or twelve monthsgm#pg on the product. We also adjust the valnatfanventory when its standard cost
exceeds the estimated market value. We assepstirgtial for any unusual customer returns basekhomwn quality or business issues and
establish reserves based on the estimated invelosgs for scrap or non-saleable material. Irorgmiot otherwise identified to be written
down is compared to an assessment of our 12-morgkdsted demand. The result of this methodolegpimpared against the product life
cycle and competitive situations in the marketplacdetermine the appropriateness of the resuitimgntory levels. Demand for our prodt
may fluctuate significantly over time, and actuahthnd and market conditions may be more or lesgdale than those that we project. In
the event that actual demand is lower or marketlitions are worse than originally projected, adudfitil inventory write-downs may be
required.

Stock compensatiohWe recognize the fair-value of stock-based corsgion transactions in the statement of incomeaoalance with
SFAS 123R. We adopted the provisions of SFAS 128Rg the modified-prospective-transition methdéefve January 1, 2006. The fair
value of our stock-based awards is estimated addte of grant using the Black-Scholes option pganodel. The Black-Scholes valuation
calculation requires us to estimate key assumpsach as future stock price volatility, expecteuni®, risk-free rates and dividend yield.
Expected stock price volatility is based on imphexdiatility from traded options on our stock in tharketplace and historical volatility of our
stock. The expected term of options granted isveddifrom an analysis of historical exercises amaining contractual life of stock options,
and represents the period of time that optionstgthare expected to be outstanding. The riskrateis based on the U.S. Treasury yield
curve in effect at the time of grant. We have m@ad cash dividends, and do not currently intengay cash dividends, and thus have
assumed a 0% dividend yield. In addition, we aguired to estimate the expected forfeiture rateunfstock grants and only recognize the
expense for those shares expected to vest. Haugl experience differs significantly from theasptions used to compute our stock-based
compensation cost, or if different assumptions leeh used, we may have recorded too much or teodibckbased compensation cost. !
Note 7,Stockholders’ Equity and Stock-Based Compensatiothe Condensed Consolidated Financial Statesrient further discussion on
stock-based compensation.
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Long-term investmentsOur long-term investments consist of auction-sateurities. We determine the fair value of oumglderm
auction-rate securities using a discounted cash ihmdel. The assumptions used in preparing theodigted cash flow model include
estimates for interest rates, amount of cash flamésexpected holding periods of the securitieshdfcalculated value is below the carrying
amount of the securities, we then determine ifdieline in value is other-than-temporary. We cdesivarious factors in determining
whether an impairment is other-than-temporary udirlg the severity and duration of the impairmémtecasted recovery and our ability and
intent to hold the investment for a period of timdficient to allow for any anticipated recoverynrarket value. When we conclude that an
other-thantemporary impairment has resulted, the differerete/ben the fair value and the carrying value isméed as an impairment chau
in the consolidated statement of income. Impaits#mt we conclude are temporary are recordeddnraulated other comprehensive
income. See Note Wvestmentsto the Condensed Consolidated Financial Statesrientidditional information.

Impairment of goodwill and other long-lived assetd/e review long-lived assets which are held aretipgcluding fixed assets and
purchased intangible assets, for impairment whanehanges in circumstances indicate that the gegrgimount of the assets may not be
recoverable. Such evaluations compare the cargsmgunt of an asset to future undiscounted net ftasis expected to be generated by the
asset over its expected useful life and are sicpnifily impacted by estimates of future prices asldmes for our products, capital needs,
economic trends and other factors which are inhgréifficult 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 cémlv fechnique. Occasionally, we may hold certasess for sale. In those cases, the assets
are reclassified on our balance sheet from longr-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 agteé first day of our fourth fiscal quarter and fterim periods if certain events occur
indicating that the carrying value of goodwill mlag 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 ehtfe jurisdictions in which we operate. Thisg#ss involves estimating
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.
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We adopted FASB Financial Interpretation No. (F18) Accountingor Uncertainty in Income Taxest the beginning of fiscal 2007. .
a result of the adoption of FIN 48, we recogniadilities for uncertain tax positions based ontthe-step process prescribed by the
interpretation. The first step requires us to deiee if the weight of available evidence indicatiest the tax position has met the threshol
recognition; therefore, we must evaluate whethisriiore likely than not that the position will bestained on audit, including resolution of
any related appeals or litigation processes. Eoersl step requires us to measure the tax beffie dax position taken, or expected to be
taken, in an income tax return as the largest airbian is more than 50% likely of being realizednpltimate settlement. This measuren
step is inherently difficult and requires subjeetastimations of such amounts to determine thegtibity of various possible outcomes. We
reevaluate the uncertain tax positions each quaased on factors including, but not limited toaepes in facts or circumstances, changes in
tax law, effectively settled issues under auditi aaw audit activity. Such a change in recognibomeasurement would result in the
recognition of a tax benefit or an additional cleatg the tax provision in the period.

Although we believe the measurement of our lidb#ifor uncertain tax positions is reasonable,ssuEnce can be given that the final
outcome of these matters will not be different thdmat is reflected in the historical income taxyistons and accruals. If additional taxes are
assessed as a result of an audit or litigaticcgutd have a material effect on our income tax jgion and net income in the period or periods
for which that determination is made.

Recent Accounting Pronouncements

In December 2007, the FASB issued SFAS No. 141deeh2007)Business CombinationgSFAS 141R). SFAS 141R establishes
principles and requirements for how an acquireogeizes and measures in its financial statementgitimtifiable assets acquired, including
goodwill, the liabilities assumed and any non-coltitrg interest in the acquiree. The Statemerd alablishes disclosure requirements to
enable users of the financial statements to evalinat nature and financial effects of the busigessbination. SFAS 141R is effective for
business combinations for which the acquisitioredsibn or after the beginning of the first anmeglorting period beginning on or after
December 15, 2008. The impact of adopting SFASRIill be dependent on the future business comininathat we may pursue after its
effective date.

In September 2006, the FASB issued SFAS No. E&if,Value Measurements SFAS 157 defines fair value, establishes a fraonlke for
measuring fair value in GAAP and expands disclosat®ut fair value measurements. In February 20@8-ASB amended SFAS 157 by
issuing FASB Staff Position (FSP) FAS 157Application of FASB Statement No. 157 to FASB Simé No. 13 and Other Accounting
Pronouncements That Address Fair Value Measurenienturposes of Lease Classification or Measurdmeder Statement 13,nd FAS
157-2,Effective Date of FASB Statement No. 137SP FAS 157-1 amends SFAS 157 to exclude SFABc®unting for Leasesnd certait
other lease-related accounting pronouncements. HASP1572 delays the effective date of SFAS 157 for nonfaial assets and nonfinanc
liabilities, except for items that are recognizedlisclosed at fair value in the financial statetsam a recurring basis (at least annually), to
fiscal years beginning after November 15, 2008. alfepted certain provisions of SFAS 157 effectiee@mber 30, 2007 (see Notd=4jr
Value of Financial Instrumentgo the Condensed Consolidated Financial Statesrientdditional information). We are currentlyaéating
the effect that the adoption of the provisions def@ by FSP FAS 157-2 will have on our financiasition and results of operations.

Qualitative and Quantitative Disclosures about Marlet Risk

Our investment portfolio includes cash, cash edaius, short-term investments and long-term investist Our main investment
objectives are the preservation of investment abpitd the maximization of aftéax returns on our investment portfolio. Our ie&rincome
is sensitive to changes in the general level of Uhi8rest rates. Based on our investment poettadildings as of April 5, 2008, an immediate
100 basis point decline in the yield for such iastents would decrease our annual interest inconsppyoximately $4.7 million. We belie’
that our investment policy is conservative, botlthia duration of our investments and the creditityuaf the investments we hold.
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Our long-term investments consist of auction-ratusities. Beginning in fiscal 2008, auctionsfizany of our auction-rate securities
failed because sell orders exceeded buy orders of April 5, 2008, we held $72.8 million of awmiirate securities, of which $70.8 million
experienced failed auctions. The funds associattdfailed auctions are not expected to be acbéssintil a successful auction occurs, the
issuer redeems the securities, a buyer is foursldmubf the auction process or the underlying seesimature. Additionally, if we determine
that an other-than-temporary decline in the falugaf any of our auction-rate securities has a@zlijrwe may be required to adjust the
carrying value of the investments through an impaint charge. See NotelByestmentsto the Condensed Consolidated Financial
Statements for additional information.

In March 2006 and March 2008, we entered into dpeydease agreements for facilities in Austin, ag%or our corporate headquarters.
The leases have terms of seven and five years.ba$erents for the terms of the leases are amequtd to the interest accruing on $44.3
million at 110 basis points over the three-montB@QR and $50.1 million at 155 basis points overttiree-month LIBOR. LIBOR is
sensitive to changes in the general level of Lh&rést rates. An immediate 100 basis point ireeréa the three-month LIBOR would
increase our annual base rent by approximately ib@dl@n.

Available Information

Our internet website address is http://www.silatas.c Our annual report on Form 10-K, quarterly reportd=orm 10-Q, current reports
on Form 8-K and amendments to those reports fitddraished pursuant to Section 13(a) or 15(dhef$ecurities Exchange Act of 1934 are
available through the investor relations page ofioiernet website free of charge as soon as reddppracticable after we electronically file
such material with, or furnish it to, the Secustand Exchange Commission (SEQ)ur internet website and the information contained
therein or connected thereto are not intended fadmporated into this Quarterly Report on FormQ@.0

ltem 3. Quantitative and Qualitative Disclosures Adout Market Risk

Information related to quantitative and qualitatdlisclosures regarding market risk is set fortMamagement’s Discussion and Analysis
of Financial Condition and Results of Operationdemtem 2 above. Such information is incorpordigdeference herein.

Item 4. Controls and Procedures

We have performed an evaluation under the supervesnd with the participation of our managemerdiding 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 fikehange Act). Based on that evaluation, our mameegpt, including our CEO and CFO,
concluded that our disclosure controls and proesiurere effective as of April 5, 2008 to providasenable assurance that information
required to be disclosed by us in the reports filedubmitted by us under the Exchange Act is sty 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
April 5, 2008 that materially affected, or is reaably likely to materially affect, our internal dools over financial reporting.
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Part Il. Other Information
Item 1. Legal Proceedings
Securities Litigation

On December 6, 2001, a class action complaintifidations of U.S. federal securities laws was filedhe United States District Court 1
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 praspdar our initial public offering did not discleshat (1) the underwriters solicited and
received additional, excessive and undisclosed dssioms from certain investors, and (2) the unditéens had agreed to allocate shares o
offering in exchange for a commitment from the oustrs to purchase additional shares in the aftdwhat pre-determined higher prices.
The Complaint alleges violations of the Securifies of 1933 and the Securities Exchange Act of 19BHe action seeks damages in an
unspecified amount and is being coordinated withr@ximately 300 other nearly identical actionsdilggainst other companies. A court
order dated October 9, 2002 dismissed without gdieguour four officers who had been named indiviguaOn December 5, 2006, the
Second Circuit vacated a decision by the Districti€ granting class certification in six “focus”ses, which are intended to serve as test
cases. The plaintiffs selected these six caseshvao not include us. The Court has indicated itsadecisions in the six focus cases are
intended to provide strong guidance for the paitidhe remaining cases. On April 6, 2007, thedBecCircuit denied a petition for rehearing
filed by plaintiffs, but noted that plaintiffs calibsk the District Court to certify more narrowssas than those that were rejected.

On August 14, 2007, the plaintiffs filed amendedptaints in the six focus cases. On Septembe2@77, the plaintiffs moved to certify
a classn the six focus cases. On November 14, 2007istheers and the underwriters named as defendatite Bix focus cases filed motic
to dismiss the amended complaints against themM@nsh 26, 2008, the District Court dismissed tkeeBities Act claims of those members
of the putative classes in the focus cases whotkeldsecurities for a price in excess of thaahibffering price and those who purchased
outside the previously certified class period. Wspect to all other claims, the motions to dismwvere denied. We are awaiting a decision
from the Court on the class certification motion.

We are unable to estimate or predict the potedtiatages that might be awarded as a result ofitigiation, whether such damages would
be greater than our insurance coverage, or whiétbeyutcome would have a material impact on ourlteef operations or financial position.

Patent and Copyright Infringement Litigatit

On December 14, 2006, Analog Devices, Inc. (An&egices), a Massachusetts corporation, filed adévesjainst us, in the United
States District Court in the District of Massachtsselleging infringement of United States Patéits. 7,075,329, 6,262,600, 6,525,566,
6,903,578 and 6,873,065, and copyright infringenoérertain Analog Devices datasheets. On Septe&ihe2007, we filed a lawsuit agait
Analog Devices in the United States District Cdartthe Eastern District of Texas, Marshall Diaisj alleging infringement of United States
Patent No. 7,171,542. On March 7, 2008, we selttgl lawsuits with Analog Devices. In connectwith the settlement, each company
agreed to dismiss the lawsuits.

Other

We are involved in various other legal proceeditngs have arisen in the normal course of busin®@gsile the ultimate results of these
matters cannot be predicted with certainty, we aftoexpect them to have a material adverse effeth@ronsolidated financial position or
results of operations.
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Item 1A. Risk Factors
Risks Related to our Business

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

Although we have generally experienced revenue tirawour history, we may not be able to sustais glowth. We may also
experience significant period-to-period fluctuasan our revenues and operating results in thedutue to a number of factors, and any such
variations may cause our stock price to fluctudtesome future period our revenues or operatisglte may be below the expectations of
public market analysts or investors. If this osgunur stock price may drop, perhaps significantly.

A number of factors, in addition to those citedther risk factors applicable to our business, omaytribute to fluctuations in our revent
and operating results, including:

*  The timing and volume of orders received from austomers;
e The timeliness of our new product introductions #mrate at which our new products may cannibalizeolder products;

e  The rate of acceptance of our products by our custs, including the acceptance of new products & develop for integration in
the products manufactured by such customers, wichefer 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;
e The rate of adoption of mixed-signal ICs in the keds 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 coutppuddenly 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;

e Changes in market standards;

e Impairment charges related to inventory, equipneerther long-lived assets;

»  The software used in our products and providechbrg{party software providers may not meet the segcbur customers;
»  Significant legal costs to defend our intellectpdperty rights or respond to claims against ud; an

e The rate at which new markets emerge for produetang currently developing or for which our deségpertise can be utilized to
develop products for these new markets.
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The markets for mobile handsets, personal compugatsllite set-top boxes and VolP applicationschgracterized by rapid fluctuations
in demand and seasonality that result in corresipgritlictuations in the demand for our productd #ra incorporated in such devices.
Additionally, the rate of technology acceptanceohy customers results in fluctuating demand forgroducts as customers are reluctant to
incorporate a new IC into their products until tteev IC has achieved market acceptance. Once a@aehieves market acceptance, den
for the new IC can quickly accelerate to a poird Hren level off such that rapid historical growitsales of a product should not be viewe
indicative of continued future growth. In additjatemand can quickly decline for a product whemrwa iC product is introduced and recer
market acceptance. Due to the various factorsioreed above, the results of any prior quarterlpromual periods should not be relied upon
as an indication of our future operating perforneanc

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

Our future success will depend on our ability tduee our dependence on a few products by develapiagquiring 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 compl¢hie development and introduction of new prodaots product enhancements.
Successful product development and market acceptamur products depend on a number of factocdyding:

e Changing requirements of customers;

e Accurate prediction of market and technical requiats;

»  Timely completion and introduction of new designs;

»  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

e Achievement of high manufacturing yields;

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

*  Availability, quality, price and performance of cpating products and technologies;

»  Our customer service, application support cap&sliand responsiveness;

e Successful development of our relationships 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.

We cannot provide any assurance that products wirctecently have developed or may develop in tifieré will achieve market
acceptance. We have introduced to market or adevelopment of many ICs. If our ICs fail to aclienarket 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.
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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 positi

Our ICs are used as components in electronic deuicearious markets. As a result, we have devatetlexpect to continue to devote a
large amount of resources to develop products baseetw and emerging technologies and standardsvihée commercially introduced in
the future. Research and development expensegdilénthree months ended April 5, 2008 was $24llfomi or 25.1% of revenues. A
number of large companies are actively involvethendevelopment of these new technologies and atdad Should any of these companies
delay or abandon their efforts to develop comméycivailable products based on new technologiesstandards, our research and
development efforts with respect to these techrietognd standards likely would have no appreciadlige. In addition, if we do not
correctly anticipate new technologies and standandi§ the products that we develop based on thesetechnologies and standards fail to
achieve market acceptance, our competitors mattertable to address market demand than we wdtidhermore, if markets for these
new technologies and standards develop later tieaanticipate, or do not develop at all, demandforproducts that are currently in
development would suffer, resulting in lower saléthese products than we currently anticipate.

We depend on a limited number of customers for a dastantial portion of our revenues, and the loss ofyr a significant reduction in
orders from, any key customer could significantly educe our revenues

The loss of any of our key customers, or a sigaifiodeduction in sales to any one of them, wouddifcantly reduce our revenues and
adversely affect our business. During the threathmended April 5, 2008, our ten largest custoraeceunted for 40% of our revenues.
Some of the markets for our products are dominbyeal small number of potential customers. Thessfour operating results in the
foreseeable future will continue to depend on duilitg to sell to these dominant customers, as wslthe ability of these customers to sell
products that incorporate our IC products. Infthare, these customers may decide not to purabaskCs at all, purchase fewer ICs than
they did in the past or alter their purchasingqratt, 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 odoress to cancel, change or
delay product purchase commitments with little omotice to us and without penalty;

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

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

While we have been a significant supplier of ICedus many of our customers’ products, our custemegularly evaluate alternative
sources of supply in order to diversify their su@pbase, which increases their negotiating 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 affeatr revenues and operating results.
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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 international suasas and have opened additional offices in irdéamal 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 defivetdcustomers located outside of the United Statas 86% during the three months
ended April 5, 2008. We may not be able to maintaiincrease international market demand for esadpcts. Our international operations
are subject to a number of risks, including:

» Increased complexity and costs of managing int@nalk 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 inesttual property rights in some countries;

*  Multiple, conflicting and changing tax and othew$aand regulations that may impact both our intisonal and domestic tax and
other liabilities and result in increased comphgxihd costs;

e Longer sales cycles;

«  Greater difficulty in accounts receivable colleat@and 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

e The need to have business and operations systetnsatih meet the needs of our international busimedoperating structure.

To date, all of our sales to international custa@yaerd purchases of components from internatiorpdl®rs have been denominated in
U.S. dollars. As aresult, an increase in theevalithe U.S. dollar relative to foreign currenaiesild make our products more expensive for
our international customers to purchase, thus mamgleur products less competitive.

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

The future growth of our business will depend igéapart on our ability to manage our relationshwith current and future distributors
and sales representatives, develop additional etarfor the distribution and sale of our productd enanage these relationships. As we
execute our indirect sales strategy, we must mathegpotential conflicts that may arise with ouedt sales efforts. For example, conflicts
with a distributor may arise when a customer beginmshasing directly from us rather than throughdrstributor. The inability to
successfully execute or manage a multi-channes saitategy could impede our future growth. In &ddj relationships with our distributors
often involve the use of price protection and irteey return rights. This often requires a sigrafit amount of sales management’s time and
system resources to manage properly.
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We are subject to increased inventory risks and cts because we build our products based on forecagisovided by customers before
receiving purchase orders for the products

In order to ensure availability of our products $ome of our largest customers, we start the mahufag of our products in advance of
receiving purchase orders based on forecasts oy these customers. However, these forecasistdepresent binding purchase
commitments and we do not recognize sales for thes#ucts until they are shipped to the custonfer a result, we incur inventory and
manufacturing costs in advance of anticipated saexause demand for our products may not maitegjahanufacturing based on forecasts
subjects us to increased risks of high inventoryyirag costs, increased obsolescence and incregmdting 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 credit oresthecurity for payment from customers, distribsitor contract manufacturers.
Accordingly, we are not protected against accotetsivable default or bankruptcy by these entiti@sir ten largest customers or distributors
represent a substantial majority of our accourtsivable. If any such customer or distributor wieeréecome insolvent or otherwise not
satisfy their obligations to us, we could be matgriharmed.

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 erromsicpéarly when first introduced or as new versianms 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 and procedugestect any errors prior to delivery of our prothuto our customers. Because our proc
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 fsigmit customer relations and business
reputation problems. Any defects could requiredpmi replacement or recall or we could be obligéategiccept product returns. Any of the
foregoing could impose substantial costs and hambosiness.

Product liability claims may be asserted with respe our products. Our products are typicallydsat 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 tleatlisproportionately higher than the revenuespanfiits we receive from the products
involved. Furthermore, product liability risks grarticularly significant with respect to medicaldsautomotive 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.
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Significant litigation over intellectual property in our industry may cause us to become involved irostly and lengthy litigation which
could seriously harm our business

In recent years, there has been significant litbgain the United States involving patents and othiellectual property rights. From time
to time, we receive letters from various industaytizipants alleging infringement of patents, tradeks or misappropriation of trade secrets
or from customers requesting indemnification fa&irls brought against them by third parties. Thaaatory nature of these inquiries has
become relatively common in the semiconductor itrgusWe respond when we deem appropriate and\daseatby 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.
In the future, we may become involved in additiditajation to defend allegations of infringememssarted by others, both directly and
indirectly as a result of certain industry-standadkemnities we may offer to our customers. Lggateedings could subject us to significant
liability for damages or invalidate our proprietaights. Legal proceedings initiated by us to ecbour intellectual property rights could also
result in counterclaims or countersuits againstAusy litigation, regardless of its outcome, woliletly be time-consuming and expensive to
resolve and would divert our managemsttime and attention. Most intellectual propeitigétion also could force us to take specific @,
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 intall@l property; or
»  Pursue legal remedies with third parties to enfaweindemnification rights, which may not adeqlafgotect our interests.
Our customers require our products to undergo a legthy and expensive qualification process without anassurance of product sales

Prior to purchasing our products, our customerairedhat our products undergo an extensive qeatifon process, which involves test
of the products in the customer’s system as waligagous reliability testing. This qualificatiggrocess may continue for six months or
longer. However, qualification of a product byustomer does not ensure any sales of the prodtitat@ustomer. Even after successful
gualification and sales of a product to a customeauybsequent revision to the IC or software, chairg the ICS manufacturing process or |
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, ihc@ke an additional six months or more beforectiomer commences volume productiol
components or devices that incorporate our produgespite these uncertainties, we devote subataetources, including design,
engineering, sales, marketing and management gffosvard qualifying our products with customersimicipation 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 andeaur 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 manufacturinglitees. Therefore, we rely principally on one thiparty 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 oretfe offshore subcontractors for a substantial grodf the testing requirements of our
products prior to shipping. We expect utilizatwirthird-party subcontractors to continue in theufa.
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The cyclical nature of the semiconductor industiyes wide fluctuations in available capacity atdfparty 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 bablmto obtain adequate foundry, assembly or sgsiaty from our third-party
subcontractors to meet our customers’ deliveryireqents even if we adequately forecast customesadd.

There are significant risks associated with relyanghese third-party foundries and subcontractoci,ding:

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

Potential insolvency of the third-party subcontoast

* Reduced control over delivery schedules and quality

e Limited warranties on wafers or products suppl®ds;

» Potential increases in prices or payments in adv&rccapacity;

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

We typically do not have long-term supply contragith our third-party vendors which obligate thender to perform services and supply
products to us for a specific period, in specifiantities, and at specific prices. Our third-pdoiyndry, assembly and test subcontractors
typically do not guarantee that adequate capadltyoe available to us within the time requirednb@et demand for our products. In the event
that these vendors fail to meet our demand for @lretreason, we expect that it would take up tdvievenonths 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 waferstfar products that we have shipped were manufatiteer 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 ireeear 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 wbablversely affect our operating results.

Our products incorporate technology licensed fromird parties

We incorporate technology (including software) tised from third parties in our products. We cdagdsubjected 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 kgnlifigation which could seriously harm our busieg Furthermore, any failure of third
party technology to perform properly would adveysaffect sales of our products incorporating swatihology.
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Our inability to manage growth could materially and adversely affect our business

Our past growth has placed, and any future grodthuooperations will continue to place, a sigrafit 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, includingrtiprovement of our accounting and
other internal management systems to manage thwgtlyand 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 have experienced, ancomi@yue to experience, challenges in implemenrttiegnew ERP system and other
related systems that could adversely affect ouinless by disrupting our ability to timely and actety process and report key componen
our financial position, affecting our ability tomplete the evaluation of our internal control ofreancial reporting and attestation activities
pursuant to Section 404 of the Sarbanes-Oxley A2062 or disrupting our ability to process certaansactions necessary for our
operations. To the extent our business growsintemal management systems and processes willtogatprove to ensure that we remait
compliance. We also expect that we will need tatiooie to expand, train, manage and motivate oukfoce. All of these endeavors will
require substantial management effort, and we ipatie that we will require additional managemenspenel and internal processes to
manage these efforts and to plan for the succefsiontime to time of certain persons who have bemnmanagement and technical
personnel. If we are unable to effectively managieexpanding global operations, including ourrn&tional headquarters in Singapore, our
business could be materially and adversely affected

We are subject to risks relating to product concemttion and lack of revenue diversification

We derive a substantial portion of our revenuesifeolimited number of products, and we expect timeeducts 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 tat have sold include technology related to onmore 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 turgrBroSLIC;

»  Failure of our products to achieve continued maaeeptance;

* Animproved version of our products being offergdalbcompetitor;

*  New technological standards or changes to existiagdards that we are unable to address with adlupts;

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

e The failure of our new products to achieve markeeatance.
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We depend on our key personnel to manage our busise effectively in a rapidly changing market, and ifve are unable to retain our
current personnel and hire additional personnel, ouability to develop and successfully market our poducts could be harmed

We believe our future success will depend in lgrget upon our ability to attract and retain higbkjlled managerial, engineering, sales
and marketing personnel. We believe that our &ufrccess 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 enginedrs are familiar with the intricacies of the
design and manufacturability of analog elementd,@mpetition for such personnel is intense. Qayrtechnical 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 theateld States and internationally, including engigesales, 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 diversificatidragegy, we continue to evaluate opportunitiescguire 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 matteeifuture entail a number of risks that could matly and adversely affect our business
and operating results, including:

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

* Need for financial resources above our plannedsiment levels;

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

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

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

»  Tax issues associated with acquisitions;

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

»  Potential loss of key employees of the acquiredpamyg; and

»  Potential impairment of related goodwill and intdodg assets.

Future acquisitions also could cause us to incht decontingent liabilities or cause us to issqaigy securities that could negatively
impact the ownership percentages of existing sludders.

37




Any dispositions we make could harm our financial ondition

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

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

Difficulties separating the divested business;

* Risks to relations with customers who previouslycpased 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 licensingteflectual property;

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

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

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

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

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

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

e Alarge sale of stock by a significant shareholder;

«  Dilution from the issuance of our stock in connestith acquisitions;

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

»  Departures of key personnel; and

e The required expensing of stock options.
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The stock market has experienced extreme volatiidy often has been unrelated to the performahparticular companies. These
market fluctuations may cause our stock price laégardless of our performance.

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

Most of TSMC's foundries and several of our assemalold test subcontractors’ sites are located iwdiaiand our other assembly and test
subcontractors are located in the Pacific Rim negilm addition, many of our customers are locatetthe Pacific Rim region. The risk of
earthquakes in Taiwan and the Pacific Rim regiaigaificant due to the proximity of major earthgadault lines in the area. We are not
currently covered by insurance against businesaption caused by earthquakes as such insurame @irrently available on terms that we
believe are commercially reasonable. Earthqudkesflooding, lack of water or other natural disars, an epidemic, political unrest, war,
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 strike, wapaolitical unrest where our customers’ facilitieg éwcated 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.

We may be unable to protect our intellectual propety, which would negatively affect our ability to canpete

Our products rely on our proprietary technologyd are expect that future technological advances rbgdes will be critical to sustain
market acceptance of our products. Therefore, eliev® that the protection of our intellectual pedy rights is and will continue to be
important to the success of our business. Weamlg 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 stepsese 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 issuedrasalt of our pending applications nor can we igagethat any issued patents would protect
or benefit us or give us adequate protection frompmeting products. For example, issued patentsbeayrcumvented or challenged and
declared invalid or unenforceable. We also cabeatertain that others will not develop effectieenpeting technologies on their own.
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The semiconductor manufacturing process is highlyamplex and, from time to time, manufacturing yieldsmay fall below our
expectations, which could result in our inability b satisfy demand for our products in a timely manneand may decrease our gross
margins due to higher unit costs

The manufacturing of our products is a highly coepnd technologically demanding process. Althowghwork closely with our
foundries to minimize the likelihood of reduced matturing yields, our foundries from time to tifnave experienced lower than anticipated
manufacturing yields. Changes in manufacturingesses or the inadvertent use of defective or ountded materials by our foundries
could result in lower than anticipated manufactgjields or unacceptable performance deficieneibsch 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 andatgarour customer relationships.

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

Our products are currently used by our customepsdduce modems, telephony equipment, mobile hasidsetworking equipment and a
broad range of other devices. We rely on our ¢usts 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 produtiie demand for these devices that incorporatg@mducts may diminish or we may
otherwise be materially adversely affected. Arguion in the demand for these devices would §ganitly reduce our revenues.

In certain products, some of our customers offeirtown competitive products. These customers fimalyit advantageous to support t
own offerings in the marketplace in lieu of promgtiour products.

We could seek to raise additional capital in the fiure through the issuance of equity or debt securig¢s, but additional capital may not
be available on terms acceptable to us, or at all

We believe that our existing cash, cash equivalemisinvestments will be sufficient to meet our king capital needs, capital
expenditures, investment requirements and commisrfenat least the next 12 months. However, fiidssible that we may need to raise
additional funds to finance our activities or teifiéate 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 additionatition favorable terms, or at all. If we decideaise additional funds by issuing equity
convertible debt securities, the ownership pergmgaf 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 competitors Hamger operating histories, significantly greagsaurces 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 aggressivangnmolicies 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 auroe potential customers. These competitors neagiile to leverage their existing
relationships to discourage their customers fromclpasing products from us or persuade them to cepdar 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 and/oredese our market share.
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Provisions in our charter documents and Delaware \a could prevent, delay or impede a change in conttof us and may reduce the
market price of our common stock

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

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

The ability of our Board of Directors to issue sksof our preferred stock in one or more serieBwit further authorization of our
stockholders;

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

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

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

We also are subject to the atgkeover laws of Delaware which may discouragegydel prevent someone from acquiring or mergingp
us, which may adversely affect the market pricelafcommon stock.

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

The semiconductor industry is highly cyclical andharacterized by constant and rapid technologltahge, 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 diminishedymodemand, production overcapacity, high inventevels and accelerated erosion
of average selling prices. For example, in fis@#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 increased praeéatand and production capacity constraints cdeagencreased 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,exebly or test subcontractors have provided assasath@at adequate capacity will be
available to us.
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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-periodtdiations in future operating results due to thesieroof our average selling prices. We
have reduced the average unit price of our prododsticipation of or in response to competitivieing 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 could causaevenues and gross profit percentage to declin

Competition within the numerous markets we target nay reduce sales of our products and reduce our maet share

The markets for semiconductors in general, andni@ed-signal ICs in particular, are intensely cofitpee. 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 congrefiom a relatively large number of competitoi#’e compete with Analog Devices,
Atmel, Broadcom, Conexant, Cypress, Epson, FreesEaiitsu, Infineon Technologies, Zarlink Semicoaibr, LSI, Maxim Integrated
Products, Microchip, National Semiconductor, NXPrB®mnductors, Renesas, Texas Instruments, Vecirtennlational and others. We
expect to face competition in the future from ourrent competitors, other manufacturers and dessgofesemiconductors, and start-up
semiconductor design companies. As the marketsdimmunications products grow, we also may facepadition from traditional
communications device companies. These comparagsemter the mixed-signal semiconductor markentnpducing their own ICs or by
entering into strategic relationships with or aciqgj other existing providers of semiconductor pratd. In addition, large companies may
restructure their operations to create separat@aonids or may acquire new businesses that areddarsproviding 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 part oéaick. All components of such devices must unifgreemply with industry standards
in order to operate efficiently together. We depen companies that provide other components ofi¢lvices 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 implemeuntéfdrmly, 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 whicluled harm our business.

Products for certain applications are based onsimgistandards that are continually evolving. @litity 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 sigie 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 oppoiti@s to achieve crucial design wins.

Our pursuit of necessary technological advancesnegyire substantial time and expense. We map@&asuccessful in developing or
using new technologies or in developing new prasloctproduct enhancements that achieve market taocesgp If our ICs fail to achieve
market acceptance, our growth prospects, operegsugts and competitive position could be adveraéfigcted.
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Item 2. Unregistered Sales of Equity Securities ahUse of Proceeds

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

The following table summarizes repurchases of ounraon stock during the three months ended Ap2I088:

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 30, 200- January 26, 200 147,59: $ 36.82 143,95. $ 250,030,79
January 27, 200- February 23, 200 1,841,29 $ 31.1¢ 1,798,78' $ 193,979,15
February 24, 2008 — April 5, 2008 2,518,01 $ 30.0¢ 2,516,771 $ 118,285,98
Total 4,506,900 $ 30.7¢ 4,459,511

(1) Includes 47,000 shares of our common stockheitth by us to satisfy employee tax obligations upesting of certain stock grants made
under our 2000 Stock Incentive Plan.

On July 25, 2007, we announced that our Board cédddrs authorized a program to repurchase up@6 #4illion of our common stock.
Such repurchases may occur over a 24-month penididg July 31, 2009. The program allows for repases to be made in the open market
or in private transactions, including structuredocelerated transactions, subject to applicabi@ lkeequirements and market conditions.

Item 3. Defaults Upon Senior Securities

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

Not applicable
Item 5. Other Information

Not applicable
Item 6. Exhibits

The following exhibits are filed as part of thipost:

Exhibit
Number

2.1* Agreement and Plan of Merger, dated August 19, 269%nd among Silicon Laboratories Inc., SabinegdeSub, Inc.,
and Silicon MAGIKE, Inc. (filed as Exhibit 2.1 the Form -K filed August 22, 2005)

3.1* Form of Fourth Amended and Restated Certificatmadrporation of Silicon Laboratories Inc. (filed Bxhibit 3.1 to the
Registrant’s Registration Statement on Form S-tBges and Exchange Commission File No. 333-938® “IPO
Registration Stateme”)).
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3.2*

4.1*

10.1*

10.2*

10.3*

311

31.2

32.1

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

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

Silicon Laboratories Inc. 2008 Bonus Plan (filedexéibit 10.1 to the Registrant’s Current Reportramm 8-K filed on
February 26, 2008

Lease, Deed of Trust and Security Agreement datatiM14, 2008 among Silicon Laboratories Inc., B#asing BSC,
LLC and Gary S. Farmer (filed as Exhibit 10.1 te Registrar's Current Report on Forn-K filed on March 19, 2008

Participation Agreement dated March 14, 2008 anfiifigon Laboratories Inc., BA Leasing BSC, LLC, \i¢drargo Bank
Northwest, National Association and various ottearicial institutions named therein (filed as Exhilf).2 to the
Registrar’s Current Report on Forn-K filed on March 19, 2008

Certification of the Principal Executive Officeis eequired by Section 302 of the Sarb-Oxley Act of 2002
Certification of the Principal Financial Officers aequired by Section 302 of the Sarbi-Oxley Act of 2002

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

* Incorporated herein by referenceh® indicated filing
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SIGNATURES
Pursuant to the requirements of the Secuiitiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized.

SILICON LABORATORIES INC

April 30, 2008 /s/ Necip Sayine

Date Necip Sayiner
President and
Chief Executive Officer
(Principal Executive Officer

April 30, 2008 /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 Corsiais
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 Silid@boratories Inc.;

2. Based on my knowledge, this report does not cor@aynuntrue statement of a material fact or om#itéde a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

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

4. The registrant’s other certifying officers and éaesponsible for establishing and maintainingldg&ae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined 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 procedutes 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 réjpgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readeragsurance 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 registiadtsclosure controls and procedures and presentbis report our conclusio
about the effectiveness of the disclosure conints procedures as of the end of the period coveyebis report based on
such evaluation; and

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

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

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

Date: April 30, 2008

/sl Necip Sayine

Necip Sayine

President anc

Chief Executive Office
(Principal Executive Officer




Exhibit 31.2

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

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

2. Based on my knowledge, this report does not cor@aynuntrue statement of a material fact or om#itéde a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

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

4. The registrant’s other certifying officers and éaesponsible for establishing and maintainingldg&ae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined 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 procedutes 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 réjpgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readeragsurance 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 registiadtsclosure controls and procedures and presentbis report our conclusio
about the effectiveness of the disclosure conints procedures as of the end of the period coveyebis report based on
such evaluation; and

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

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

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

Date: April 30, 2008

/s/ William G. Bock

William G. Bock

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




Exhibit 32.1
Certification of Chief Executive Officer and Chieihancial Officer

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

(i) the accompanying Quarterly Report on FormQ6f the Company for the fiscal quarter ended Apri008 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 fgidresents, in all material respects, the finarmmialdition and results of operations of the
Company.

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

Date: April 30, 2008

/sl Necip Sayine

Necip Sayine
President anc
Chief Executive Office

/s/ William G. Bock

William G. Bock
Senior Vice President ar
Chief Financial Officel




