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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

X Quarterly report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 for the quarterly period ended July 26,

2009
or

Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 for the transition period from

to
Commission file number 1-6395
(Exact name of registrant as specified in its charter)
Delaware 95-2119684
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

200 Flynn Road, Camarillo, California, 93012-8790
(Address of principal executive offices, Zip Code)
Registrant s telephone number, including area code: (805) 498-2111
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act

of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~
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Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes = No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer or a non-accelerated filer. See definition of
accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer ~

Non-accelerated filer * Smaller reporting company

(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act): Yes © No x

Number of shares of Common Stock, $0.01 par value per share, outstanding at August 28, 2009: 61,440,100
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ITEM 1. Financial Statements

PART I FINANCIAL INFORMATION

SEMTECH CORPORATION AND SUBSIDIARIES

UNAUDITED CONSOLIDATED CONDENSED STATEMENTS OF INCOME

Net Sales
Cost of Sales

Gross Profit

Operating costs and expenses:
Selling, general and administrative
Product development and engineering

Total operating costs and expenses
Operating income
Interest and other income, net

Income before taxes
Provision for taxes

NET INCOME

Earnings per share:
Basic
Diluted

(in thousands, except per share data)

Weighted average number of shares used in computing earnings per share:

Basic
Diluted

See accompanying notes. The accompanying notes are an integral part of these statements.

Table of Contents

Three Months
Ended

July 26, July 27,
2009 2008

$66,317 $77,960
30,165 35,165
36,152 42,795
16,741 18,927
10,893 10,707
27,634 29,634

8,518 13,161

282 1,241
8,800 14,402
1,380 2,738
$ 7,420 $11,664
$ 012 $ 0.19
$ 012 $ 0.19
60,493 61,839
61,044 62,584

@+ L

Six Months Ended
July 26, July 27,

2009 2008
$126,394 $ 152,404
57,510 68,818
68,884 83,586
34,196 39,718
21,280 22,051
55,476 61,769
13,408 21,817
1,572 2,980
14,980 24,797
2,616 5,056
12,364 19,741
0.20 0.32
0.20 0.32
60,429 61,278
60,885 62,135
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SEMTECH CORPORATION AND SUBSIDIARIES
UNAUDITED CONSOLIDATED CONDENSED BALANCE SHEETS

(in thousands, except share data)

Assets

Current assets:

Cash and cash equivalents

Temporary investments

Receivables, less allowances of $820 at July 26, 2009 and $843 at January 25, 2009
Inventories

Deferred income taxes

Other current assets

Total current assets

Non-current assets

Property, plant and equipment, net of accumulated depreciation of $70,295 at July 26, 2009 and $68,387 at
January 25, 2009

Investments, maturities in excess of 1 year

Deferred income taxes

Goodwill

Other intangibles, net

Other assets

Total non-current assets
TOTAL ASSETS

Liabilities and Stockholders Equity
Current liabilities:

Accounts payable

Accrued liabilities

Income taxes payable

Deferred revenue

Accrued taxes

Deferred income taxes

Total current liabilities

Non-current liabilities:

Deferred income taxes

Accrued taxes

Other long-term liabilities

Commitments and contingencies

Stockholders equity:

Common stock, $0.01 par value, 250,000,000 shares authorized, 78,136,144 issued and 60,775,991 outstanding
on July 26, 2009 and 78,136,144 issued and 60,287,427 outstanding on January 25, 2009

Treasury stock, at cost, 17,341,403 shares as of July 26, 2009 and 17,817,688 shares as of January 25, 2009
Additional paid-in capital

Retained earnings

Accumulated other comprehensive income
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July 26,
2009

$ 115,910
151,628
25,581
26,644
4,344
8,979

333,086

32,083
23,513
25,701
25,540
3,785
9,507

120,129

$ 453,215

$ 19,000
14,712
2,226
2,597

727

1,537

40,799

702
3,645
6,792

784
(287,965)
341,635
346,109

714

January 25,
2009

$ 147,666
98,735
27,467
27,986

4,287
7,561

313,702

31,786
12,414
25,544
25,540
2,091
9,718

107,093

$ 420,795

$ 10,653
15,915
2,108
2,808

727

1,604

33,815

101
3,563
5,296

784
(295,844)
338,603
333,747

730
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Total stockholders equity 401,277 378,020
TOTAL LIABILITIES AND STOCKHOLDERS EQUITY $ 453215 $ 420,795

See accompanying notes. The accompanying notes are an integral part of these statements.

Table of Contents



Edgar Filing: SEMTECH CORP - Form 10-Q

Table of Conten

SEMTECH CORPORATION AND SUBSIDIARIES

UNAUDITED CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(in thousands)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operations:

Depreciation and amortization

Deferred income taxes

Stock-based compensation

Tax benefit on stock based compensation

Excess tax benefits on stock based compensation
Loss on disposition of property, plant and equipment
Changes in assets and liabilities:

Receivables, net

Inventories

Prepaid expenses and other assets

Accounts payable

Accrued liabilities

Deferred revenue

Income taxes payable (prepaid)

Other liabilities

Net cash provided by operations

Cash flows from investing activities:

Purchase of available-for-sale investments

Proceeds from sales and maturities of available-for-sale investments
Proceeds from sale of property, plant and equipment

Purchases of property, plant and equipment

Purchases of intangibles

Net cash used in investing activities

Cash flows from financing activities:

Excess tax benefits on stock based compensation
Exercise of stock options

Repurchase of outstanding common stock

Net cash provided by (used in) financing activities
Effect of exchange rate changes on cash and cash equivalents

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

See accompanying notes. The accompanying notes are an integral part of these statements.
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July 26,
2009

$ 12,364

3,724
(1,756)
9,718
1,482
(226)

29

1,886
1,306
(2,133)
8,347
(1,203)
211)
1,031
649

35,007

(158,821)
94,814
4

(3,449)

(2,300)

(69,752)
226
5,472

(2,705)

2,993
“

(31,756)
147,666

$ 115910

July 27,
2008

$ 19,741

4,157
(359)
9,253
3,021
(1,467)
1,175

(4,617)
(6,378)
5,718
7,467
(2,401)
547

(22)
(508)

35,327

(25,958)
27,601

(5,016)

(3,373)
1,467
5,984

(11,161)

(3,710)
4

28,248
172,889

$201,137
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SEMTECH CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
(Unaudited)
Note 1: Basis of Presentation

The accompanying interim consolidated condensed financial statements of Semtech Corporation and its subsidiaries (the Company ) have been
prepared by the Company, without audit, pursuant to the rules and regulations of the Securities and Exchange Commission. In the opinion of the
Company, these unaudited statements contain all adjustments (consisting of normal recurring adjustments) necessary to present fairly, in all
material respects, the financial position of Semtech Corporation and its subsidiaries for the interim periods presented. Certain information and
footnote disclosures normally included in financial statements prepared in accordance with accounting principles generally accepted in the
United States have been condensed or omitted pursuant to such rules and regulations, although the Company believes that the included
disclosures are adequate to make the information presented not misleading.

These consolidated condensed financial statements should be read in conjunction with the consolidated financial statements and the notes thereto
included in the Company s latest annual report on Form 10-K. The results reported in these consolidated condensed financial statements should
not be regarded as necessarily indicative of results that may be expected for any subsequent period or for the entire year.

Certain amounts for prior periods have been reclassified to conform to the current presentation. These reclassifications were not significant and
had no effect on previously reported consolidated operating income, net income, net earnings or stockholder s equity.

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. The accounting estimates
requiring management s most significant and subjective judgments include:

The recognition and measurement of current and deferred income tax assets and liabilities;

The valuation of inventory; and

The valuation and recognition of share-based compensation
Note 2: Fiscal Year

The Company reports on the basis of 52 and 53 week periods and ends its fiscal year on the last Sunday in January. The other quarters generally
end on the last Sunday of April, July, and October. All quarters consist of 13 weeks except for one 14-week quarter in 53-week years. The
second quarter of fiscal years 2010 and 2009 each consisted of 13 weeks. Fiscal year 2010 is a 53-week year. The fourth quarter of fiscal year
2010 will consist of 14-weeks.

Note 3: Recent Accounting Pronouncements

In the first quarter of fiscal year 2010, the Company adopted Statement of Financial Accounting Standards ( SFAS ) No. 141(R), Business
Combinations ( SFAS 141R ), which replaces SFAS No. 141, Business Combinations ( SFAS 141 ). SFAS 141R applies to all transactions and
other events in which one entity obtains control over one or more other businesses. The standard requires the fair value of the purchase price,
including the issuance of equity securities, to be determined on the acquisition date. SFAS 141R requires an acquiror to recognize the assets

acquired, the liabilities assumed, and any noncontrolling interests in the acquiree at the acquisition date, measured at their fair values as of that

date, with limited exceptions specified in the statement. SFAS 141R requires acquisition costs to be expensed as incurred and restructuring costs

to be expensed in periods after the acquisition date. Earn-outs and other forms of contingent consideration are to be recorded at fair value on the
acquisition date. Changes in accounting for deferred tax asset valuation allowances and acquired income tax uncertainties after the measurement
period will be recognized in earnings rather than as an adjustment to the cost of the acquisition. SFAS 141R
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generally applies prospectively to business combinations for which the acquisition date is on or after the beginning of the first annual reporting
period beginning on or after December 15, 2008 with early adoption prohibited. Except as discussed in Notes 12 and 18, the implementation of
SFAS 141R did not have any material impact on our consolidated financial position, results of operations or cash flows.

In April 2008, the Financial Accounting Standards Board ( FASB ) issued FASB Staff Position ( FSP ) 142-3, Determination of the Useful Life of
Intangible Assets ( FSP 142-3 ). FSP 142-3 amends the factors that should be considered in developing renewal or extension assumptions used to
determine the useful life of a recognized intangible asset under SFAS 142. FSP 142-3 is effective for fiscal years beginning after December 15,

2008. The implementation of this standard did not have a material impact on our consolidated financial position, results of operations or cash

flows.

In May 2009, FASB issued SFAS 165, Subsequent Events ( SFAS 165 ). SFAS 165 sets forth: 1) the period after the balance sheet date during
which management of a reporting entity should evaluate events or transactions that may occur for potential recognition or disclosure in the
financial statements; 2) the circumstances under which an entity should recognize events or transactions occurring after the balance sheet date in
its financial statements; and 3) the disclosures that an entity should make about events or transactions that occurred after the balance sheet date.
The implementation of this standard did not have a material impact on our consolidated financial position, results of operations or cash flows.

In June 2009, FASB issued SFAS No. 168, The FASB Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting
Principles ( SFAS 168 ). SFAS 168 eliminates the GAAP hierarchy contained in SFAS No. 162 and establishes one level of authoritative GAAP.
All other literature is considered un-authoritative. This Statement is effective for financial statements issued for interim and annual periods

ending after September 15, 2009. The Company will adopt SFAS 168 in the quarter ending October 25, 2009. The implementation of this

standard is not expected to result in any changes to our Consolidated Financial Statements.

Note 4: Stock Repurchase Program; Treasury Shares

In the first quarter of fiscal year 2009, the Company announced that its Board of Directors authorized the repurchase of up to $50 million of the
Company s common stock from time to time through negotiated or open market transactions (the 2008 Program ). The 2008 Program does not
have an expiration date.

In addition to repurchase activity under the 2008 Program, the Company typically withholds shares from vested restricted stock to pay employee
payroll and income tax withholding liabilities.

Summary of Repurchase and Withholding Activity

Three Months Ended Six Months Ended
July 26, July 27, July 26, July 27,
2009 2008 2009 2008
(in thousands, except share data) Shares Value Shares Value Shares Value Shares Value
Repurchases under the 2008 Program 684,892 $9,939 104,528 $1,390 684,892 $9,939
Shares withheld from vested restricted shares 62,800 $1,011 65,556 $1,192 87,422 $1,316 67,791 $1,222

The Company currently intends to hold the repurchased and withheld shares as treasury stock. The Company typically reissues treasury shares to
settle stock option exercises and restricted share grants.

Table of Contents 10



Edgar Filing: SEMTECH CORP - Form 10-Q

Table of Conten
Note 5: Comprehensive Income

The components of comprehensive income, net of tax, were as follows:

Three Months Ended Six Months Ended

July 26,  July 27, July 26, July 27,
(in thousands) 2009 2008 2009 2008
Net income $ 7420 $ 11,664 $12364  $19,741
Change in net unrealized holding gain (loss) on available-for-sale investments 60 47 (28) (157)
Gain (loss) for translation adjustment 4 2) 12 5
Total comprehensive income $ 7,484 $ 11,615 $12,348 $ 19,589

Note 6: Revenue Recognition

The Company recognizes product revenue when persuasive evidence of an arrangement exists, delivery has occurred, the fee is fixed or
determinable and collectability is probable. A provision for estimated sales returns is recorded in the same period as the related revenues are
recorded. This estimate is based on historical sales returns and other known factors. Actual returns could be different from our estimates and
current provisions for sales returns and allowances, resulting in future charges to earnings.

The Company defers revenue recognition on shipment of products to certain customers, principally distributors, under agreements which provide
for limited pricing credits or return privileges, until these products are sold through to end-users or the return privileges lapse. For sales subject
to certain pricing credits or return privileges, the amount of future pricing credits or inventory returns cannot be reasonably estimated given the
relatively long period in which a particular product may be held by the customer. Therefore, the Company has concluded that sales to customers
under these agreements are not fixed and determinable at the date of the sale and revenue recognition has been deferred.

Note 7: Earnings Per Share

The computation of basic and diluted earnings per common share was as follows:

Three Months Ended Six Months Ended
July 26, July 27, July 26, July 27,

(In thousands, except per share amounts) 2009 2008 2009 2008

Net income $ 7420 $11,664 $12,364 $19,741
Weighted average common shares outstanding basic 60,493 61,839 60,429 61,278
Dilutive effect of employee equity incentive plans 551 745 456 857
Weighted average common shares outstanding diluted 61,044 62,584 60,885 62,135
Basic earnings per common share $ 012 $ 019 $ 020 $ 0.32
Diluted earnings per common share $ 012 $ 019 $ 020 $ 0.32

Basic earnings per common share is computed using the weighted-average number of common shares outstanding during the reporting period.
Diluted earnings per common share incorporates the incremental shares issuable, calculated using the treasury stock method, upon the assumed
exercise of stock options and the vesting of restricted stock.

For the second quarter of fiscal years 2010 and 2009, options to purchase approximately 6.6 million and 7.6 million shares, respectively, were
not included in the computation of diluted net income per share because the options were considered anti-dilutive. For the first six months of
fiscal years 2010 and 2009, options to purchase approximately 8.6 million shares were not included in the computation of diluted net income per
share because the options were considered anti-dilutive.
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Note 8: Stock Based Compensation

Share-based Payment Arrangements. The Company has various equity award plans (the Plans ) that provide for granting stock based awards to
employees and non-employee directors of the Company. The Plans provide for the granting of several available forms of stock compensation. As
of July 26, 2009, the Company has granted stock options ( Options ) and restricted stock under the Plans and has also issued some stock-based
compensation outside of the Plans, including Options and restricted stock issued as inducements to join the Company.

Grant Date Fair Values and Underlying Assumptions: Contractual Terms. The Company uses the Black-Scholes pricing model to value

Options. For awards classified as equity, stock-based compensation cost is measured at grant date, based on the fair value of the award, and is
recognized as an expense over the employee s or director s requisite service period. For awards classified as liabilities, stock based compensation
cost is measured at fair value at each reporting date until the date of settlement, and is recognized as an expense over the employee or director s
requisite service period. Expected volatilities are based on historical volatility using daily and monthly stock price observations.

Assumptions in Determining Fair Value of Options

Three Months Ended Six Months Ended

July 26, July 27, July 26, July 27,
(period average, except fair value on grant date) 2009 2008 2009 2008
Expected lives, in years 5.0 5.0 5.0 5.0
Estimated volatility 40% 39% 40% 41%
Dividend yield
Risk-free interest rate 2.0% 3.1% 2.0% 3.0%
Weighted-average fair value on grant date $5.82 $ 6.46 $4.55 $ 5.50

The estimated fair value of restricted stock was calculated based on the market price of the Company s common stock on the date of grant. Some
of the restricted stock awarded in fiscal year 2010 and prior years are classified as liabilities rather than equity. For awards classified as
liabilities, the value of these awards was re-measured on July 26, 2009.
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Financial Statement Effects and Presentation. The following table shows total pre-tax, stock-based compensation expense included in the
consolidated condensed statements of income for the second quarters and first six months of fiscal years 2010 and 2009, respectively.

Allocation of Stock-based Compensation

Three Months Ended Six Months Ended
July 26, July 27, July 26, July 27,

(in thousands) 2009 2008 2009 2008
Cost of sales $ 344 $ 382 $ 658 $ 786
Selling, general and administrative 3,354 3,010 6,944 6,383
Product development and engineering 1,254 1,039 2,116 2,084

Stock-based compensation, pre-tax
Net change in stock-based compensation capitalized into inventory

Total stock-based compensation

Impact of Stock-based Compensation

(in thousands)
Stock-based compensation
Associated tax effect

Net effect on net income

Effect on earnings per share

Basic

Diluted

Weighted average number of shares
Basic

Diluted

(in thousands)
Tax Benefit Realized from Stock Based Compensation
Note 9: Investments

$ 4952 $ 4,431
41

$ 4,993 $ 4431

Three Months Ended
July 26, July 27,
2009 2008

$ 4952 $ 4,431

(1,364) (1,350)

$ 3,588 $ 3,081

$ 0.06 $ 0.05
$ 0.06 $ 0.05

60,493 61,839
61,044 62,584
Three Months Ended
July 26, July 27,
2009 2008

$ 1,097 $ 1,600

$ 9,718 $ 9,253
36 (22)

$ 9,754 $ 9,231

Six Months Ended
July 26, July 27,
2009 2008

$ 9,718 $ 9,253
(2,486) (2,461)

$ 7,232 $ 6,792

$ 0.12 $ 0.11
$ 0.12 $ 011

60,429 61,278

60,885 62,135
Six Months Ended

July 26, July 27,
2009 2008

$ 1,482 $ 3,021

Certain investments that mature within three months of the balance sheet date, including money market funds, time deposits and U.S.

government obligations, are accounted for as cash equivalents. Temporary and long-term investments consist of government, bank and corporate
obligations. Temporary investments have maturities in excess of three months, but mature within twelve months of the balance sheet date.
Long-term investments mature in excess of one year from the balance sheet date. We determine the cost of securities sold based on the specific
identification method. Realized gains or losses are reported in  Interest and other income, net on the consolidated condensed statements of
income.

The Company classifies its investments as available for sale because it may sell some securities prior to maturity. The Company s investments
are subject to market risk, primarily interest rate and credit risks. The Company s investments are managed by a limited number of outside
professional managers that operate within investment guidelines set by the Company. These guidelines are intended to limit risks and provide
liquidity by restricting the Company s investments to high quality debt instruments with relatively short-term maturities.
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The following table summarizes the Company s investments as of July 26, 2009 and January 25, 2009:

July 26, 2009 January 25, 2009
Unrealized Unrealized
Market Value Cost Basis Gain  Market Value Cost Basis Gain(Loss)
U.S. government issues $ 150,367 $ 150,221 $ 146 $ 89,598 $ 89,222 $ 376
Corporate issues 22,752 22,603 149 16,485 16,501 (16)
Other 2,022 2,015 7 5,066 5,100 (34)
Investments $175,141 $ 174,839 $ 302 $111,149 $ 110,823 $ 326

The following table summarizes the maturities of the Company s investments at July 26, 2009 and January 25, 2009:

Investment maturities

July 26, 2009 January 25, 2009
(in thousands) Market Value Cost Basis Market Value Cost Basis
Within 1 year $151,628 $151,491 $ 98,735 $ 98,424
After 1 year through 5 years 23,513 23,348 12,414 12,399

$175,141 $174,839 $111,149 $110,823

In the second quarter of fiscal years 2010 and 2009, the Company incurred $74,000 of unrealized gain and $48,000 of unrealized loss,

respectively (net of tax), on investments. In the first six months of fiscal years 2010 and 2009, the Company incurred $24,000 and $157,000 of
unrealized loss, respectively (net of tax), on investments. These unrealized gains and losses are the result of fluctuations in the market value of

our investments and are included in Accumulated other comprehensive income on the consolidated condensed balance sheets. The tax associated
with these comprehensive income items for the second quarter of fiscal years 2010 and 2009 was an increase to the deferred tax liability of

$13,000 and a reduction to the deferred tax liability of $30,000, respectively. The tax associated with these comprehensive income items for the
first six months of fiscal years 2010 and 2009 was an increase to the deferred tax liability of $10,000 and a reduction to the deferred tax liability

of $102,000, respectively.

Investments and cash and cash equivalents generated interest income of $0.5 million and $1.4 million in the second quarter of fiscal years 2010
and 2009, respectively. For the first six months of fiscal years 2010 and 2009, investments and cash and cash equivalents generated interest
income of $1.2 million and $3.2 million, respectively.

Note 10: Fair Value

SFAS 157 defines fair value as the price that would be received from selling an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. When determining the fair value measurements for assets and liabilities required or
permitted to be recorded at fair value, the Company considers the principal or most advantageous market in which it would transact and
considers assumptions that market participants would use when pricing the asset or liability, such as inherent risk, transfer restrictions, and risk
of nonperformance. SFAS 157 establishes a fair value hierarchy that requires an entity to maximize the use of observable inputs and minimize
the use of unobservable inputs when measuring fair value. SFAS 157 establishes three levels of inputs that may be used to measure fair value:

Level 1 Quoted prices in active markets for identical assets or liabilities.

Level 2 Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities; quoted prices in markets with
insufficient volume or infrequent transactions (less active markets); or model-derived valuations in which all significant inputs are observable
or can be derived principally from or corroborated by observable market data for substantially the full term of the assets or liabilities.

Level 3 Unobservable inputs to the valuation methodology that are significant to the measurement of fair value of assets or liabilities.
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To the extent that valuation is based on models or inputs that are less observable or unobservable in the market, the determination of fair value

requires more judgment. In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy. In such

cases, for disclosure purposes, the level in the fair value hierarchy within which the fair value measurement is disclosed is determined based on
the lowest level input that is significant to the fair value measurement.

All items recorded or measured at fair value on a recurring basis in the accompanying consolidated condensed financial statements were based
on the use of Level 1 inputs and consisted of the following items as of July 26, 2009:

Quoted Prices in

Active Markets for
Identical Instruments
(in thousands) Total (Level 1)
Assets
Temporary investments $ 151,628 $ 151,628
Investments, maturities in excess of 1 year 23,513 23,513
Other investments-deferred compensation 4,865 4,865
$ 180,006 $ 180,006
Liabilities
Deferred compensation $ (6,349) $ (6,349)
$ (6,349) $ (6,349)

Note 11: Inventories

Inventories, consisting of material, labor, and manufacturing overhead, are stated at the lower of cost (first-in, first-out) or market and consist of
the following:

Inventories:

July 26, January 25,
(in thousands) 2009 2009
Raw materials $ 1,702 $ 2,076
Work in process 15,797 17,670
Finished goods 9,145 8,240

$26,644 $ 27,986
Note 12: Intangible Assets

Goodwill is deemed to have an indefinite life and is not amortized, but it is subject to an annual impairment test. Goodwill is tested for
impairment at the reporting unit level. As of July 26, 2009, all of the reported goodwill is allocated only to the Standard Semiconductor Products
segment.

There were no changes to goodwill during the first six months of fiscal year 2010.

Balance as of Balance as of
(in thousands) January 25, 2009 Adjustments July 26, 2009
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Goodwill $ 25,540 $ $ 25,540

Goodwill is not amortized, but is tested for impairment using a two-step method on an annual basis and whenever events or changes in
circumstances indicate that the carrying value may not be recoverable. The recoverability of goodwill is measured at the reporting unit level by
comparing the reporting unit s carrying amount, including goodwill, to the fair market value of the reporting unit. The Company concluded that
there were no indicators of impairment as of July 26, 2009.
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Intangible assets consist of the following:

Gross Carrying Amount Accumulated Amortization Net Book Value
July 26, January 25, July 26, January 25, July 26, January 25,
(in thousands) 2009 2009 2009 2009 2009 2009
Core technologies $ 6000 $ 6,000 $ (4455 $ (3,909 $1.545 $ 2,091
In-process research and development 2,070 2,070
Other Intangibles 230 30 (60) 30) 170
Other Intangibles $ 8300 $ 6030 $ (4515 $ (3939 $3,785 $ 2,091

As discussed further in Note 18, the Company acquired a business line from Leadis Technology Inc. in the first quarter of fiscal year 2010. The
purchase price has been allocated, based on fair value, to in-process research and development and other intangibles.

In general, intangibles are amortized on a straight-line basis over their estimated useful lives. In-process research and development acquired after
the Company s adoption of FAS 141R, which the Company adopted in the first quarter of fiscal year 2010, is accounted for as an indefinite-lived
intangible asset until the completion or abandonment of the associated effort.

Amortization expense related to intangible assets was approximately $302,000 and $273,000, respectively, for the second quarter of fiscal years
2010 and 2009. During the first six months of fiscal years 2010 and 2009, amortization expense related to intangible assets was approximately
$605,000 and $545,000, respectively. No significant residual value is expected. There are no significant tax-related benefits from these
acquisition related costs.

Note 13: Commitments and Contingencies
Retirement Plans

In the first quarter of fiscal year 2010, the Company suspended all matching contributions to the 401(k) retirement plan maintained for its
employees. The Company contributed approximately $178,000 to this plan in the second quarter of fiscal year 2009 and $440,000 in the first six
months of fiscal year 2009.

The Company contributed approximately $178,000 and $180,000 in the second quarter of fiscal years 2010 and 2009, respectively, to a defined
contribution plan for Swiss employees. For the first six months of fiscal years 2010 and 2009, respectively, the Company contributed
approximately $349,000 and $365,000 to this plan.

Legal Matters

From time to time in the ordinary course of its business, the Company is involved in various claims, litigation, and other legal actions that are
normal to the nature of its business, including with respect to intellectual property, contract, product liability, employment, and environmental
matters.

The Company records any amounts recovered in these matters when collection is certain. Liabilities for claims against the Company are accrued
when it is probable that a liability has been incurred and the amount can reasonably be estimated. Any amounts recorded are based on periodic
reviews by outside counsel, in-house counsel and management and are adjusted as additional information becomes available or assessments
change.

While some insurance coverage is maintained for such matters, there can be no assurance that the Company has a sufficient amount of insurance
coverage, that asserted claims will be within the scope of coverage of the insurance, or that the Company will have sufficient resources to satisfy
any amount due not covered by insurance.

Management is of the opinion that the ultimate resolution of such matters now pending will not, individually or in the aggregate, have a material
adverse effect on the Company s consolidated results of operations, financial position or cash flows. However, the outcome of legal proceedings
cannot be predicted with any degree of certainty.
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Refer to the discussion in Note 10 to the financial statements in Item 8 of the Company s Form 10-K for the year ended January 25, 2009. With
the exception of the matter noted as the Shareholder Derivative Lawsuit , which is now fully resolved and closed, all proceedings discussed in the
Form 10-K remain outstanding.

Note 14: Taxes
The effective tax rate differs from the 35 percent statutory corporate tax rate primarily due to the impact of lower foreign tax rates.

The gross unrecognized tax benefits (before federal impact of state items) at July 26, 2009 and January 25, 2009, are $12.8 million and $12.5
million, respectively. Included in the balance of unrecognized tax benefits at July 26, 2009 and January 25, 2009, are $11.3 million and $11.0
million, respectively, of net tax benefits (after federal impact of state items) that, if recognized, would impact the effective tax rate. The liability
for uncertain tax positions was $4.4 million and $4.3 million, respectively, as of July 26, 2009 and January 25, 2009. This liability is reflected on
the consolidated condensed balance sheets as Accrued taxes. The Company s policy is to include net interest and penalties related to
unrecognized tax benefits within the provision for taxes. A net increase of $3,000 and $4,000, respectively, was recognized in the consolidated
condensed statements of income in the first six months of fiscal years 2010 and 2009. The Company had approximately $37,000 and $34,000 of
net interest and penalties accrued at July 26, 2009 and January 25, 2009, respectively.

Tax years prior to 2006 (fiscal year 2007) are generally not subject to examination by the Internal Revenue Service ( IRS ) except for items with
tax attributes that could impact open tax years. The IRS completed an examination of tax years 2004 (fiscal year 2005) through 2005 (fiscal year
2006) in fiscal year 2009.

For state returns, the Company is generally not subject to income tax examinations for years prior to 2004 (fiscal year 2005). Our significant
foreign tax presence is in Switzerland. Our material Swiss tax filings have been examined through fiscal year 2008. The Company is also subject
to routine examinations by various foreign tax jurisdictions in which it operates.

As of July 26, 2009, the Company is not aware of any tax positions for which it was reasonably possible that the total amounts of unrecognized
tax benefits will significantly increase or decrease within twelve months, other than an uncertain tax position related to determination of
available loss carryforwards in a foreign jurisdiction. This loss carryforward determination is expected to be reviewed by local tax authorities
within the next year. The audit resolution of this issue or eventual closure of the statute of limitations will result in a decrease in the liability for
uncertain tax positions and a $727,000 tax payment if the position is not sustained or a decrease in the liability for uncertain tax positions and a
$727,000 reduction to the tax provision if the tax position is sustained.

Note 15: Restructuring Costs

During the first quarter of fiscal year 2009, the Company initiated a restructuring plan within the Standard Semiconductor Products segment to
reorganize certain Company operations, consolidate research and development activities and reduce its workforce. The reorganization and
consolidation were completed in the second quarter of fiscal year 2009. During the second quarter of fiscal year 2010, the Company recorded
costs of approximately $160,000 for additional lease termination costs. Restructuring charges are included in  Selling, general and administrative
costs on the consolidated condensed statements of income.

The following table summarizes the restructuring charge and liability balance included in Accrued liabilities and Other long-term liabilities on
the consolidated condensed balance sheet as of July 26, 2009.

Restructuring at Additional Cash Payments/ Restructuring at
(in thousands) January 25, 2009 Restructuring Other July 26, 2009
Lease termination costs $ 435 $ 348 $ (160) $ 623
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