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PROSPECTU:

6,800,000 Shares

XX Inphi

Think fast.
COMMON STOCk

Inphi Corporation is offering 6,800,000 shares dsicommon stock. This is our initial public offermand no public market currently exists for our stes.

Our common stock has been approved for listing omeTNew York Stock Exchange under the symbol “IPHI.”

Investing in our common stock involves risks. £ Risk Factors” beginning on page 9.

PRICES 12.00 A SHARE

Underwriting

Discounts
Price to and Proceeds t(
Public Commissions Inphi
Per Share $12.00 $0.84 $11.16
Total $81,600,00( $5,712,00( $75,888,00(

We have granted the underwriters the right to pasghup to an additional 1,020,000 shares of ourroom stock to cover over-allotments.

The Securities and Exchange Commission and stateises regulators have not approved or disappibteese securities or determined if this prospetusithful
or complete. Any representation to the contrarg @iminal offense.

The underwriters expect to deliver the shares afroon stock to purchasers on November 16 , 2010.

MORGAN STANLE DEUTSCHE BANK SECURITIE JEFFERIES & COMPAN’
STIFEL NICOLAUS WEISE NEEDHAM & COMPANY, LL(
November 10, 201
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Neither we nor the underwriters have authorizecaryto provide any information or to make any repréations other than those contained in this jesig or ir
any free writing prospectuses we have preparedtakéeno responsibility for, and can provide no essce as to the reliability of, any other informoatithat others
may give you. This prospectus is an offer to sely dhe shares offered hereby but only under cistamces and in jurisdictions where it is lawfutlmso. The
information contained in this prospectus is curi@mly as of its date. Our business, financial ctodj results of operations and prospects may kchaaged since
that date.

Until December 5, 2010 (the 25th day after the datef this prospectus), all dealers effecting transdions in these securities, whether or not participéng in
this offering, may be required to deliver a prospetus. This delivery requirement is in addition to adealer’s obligation to deliver a prospectus when ding as
an underwriter and with respect to an unsold allotnent or subscription.

For investors outside the United States: Neithenareany of the underwriters have done anythingwwald permit this offering or possession or digition of this
prospectus in any jurisdiction where action fort fi@rpose is required, other than in the UnitedeStay ou are required to inform yourselves abodttarobserve ar
restrictions relating to this offering and the distition of this prospectus outside of the UnitedtSs.
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PROSPECTUS SUMMARY

This summary highlights selected information cargdielsewhere in this prospectus. Because thislysasosummary, it does not contain all of the
information you should consider before investingum common stock. Before making an investmensigdeciyou should carefully read the entire prospect
especially the risks set forth under the headingskRFactors” and our financial statements and reldiotes included elsewhere in this prospectuzrBedes
in this prospectus to “our company,” “we,” “us” andour” refer to Inphi Corporation and its subsidiaries apaedecessors during the period presented ur
the context requires otherwise.

INPHI CORPORATION

We are a fabless provider of high-speed analogs®rdictor solutions for the communications and astng markets. Our analog semiconductor
solutions provide high signal integrity at leadiedge data speeds while reducing system power cgisumOur semiconductor solutions are designed to
address bandwidth bottlenecks in networks, maxirtizeughput and minimize latency in computing earinents and enable the rollout of next generation
communications and computing infrastructures. @lutons provide a vital high-speed interface betweanalog signals and digital information in high-
performance systems such as telecommunicationspiainsystems, enterprise networking equipmengagatter and enterprise servers, storage platfaests,
and measurement equipment and military systemspiade 40G, or 40 gigabits per second, and 100G00 gigabits per second, high-speed analog
semiconductor solutions for the communications reeaad high-speed memory interface solutions ferchmputing market. We have a broad product
portfolio with 17 product lines and over 170 protiuas of December 31, 2009. For the year endedrite=e31, 2009 and the nine months ended Septembe
30, 2010, our total revenue was $58.9 million a6@.8 million, respectively, and our net income B@s3 million and $23.2 million, respectively.

We have ongoing, informal collaborative discussiwith industry and technology leaders such as AdedrMicro Devices, Inc., Alcatélucent, Huawe
Technologies Co., Ltd. and Intel Corporation toigiesrchitectures and products that solve bandwidttienecks in existing and next generation
communications and computing systems. Although aveat have formal agreements with these entitiesemgage in informal discussions with these estitie
with respect to anticipated technological challengext generation customer requirements and indoshventions and standards. We help define imgust
conventions and standards within the markets wgetdy collaborating with technology leaders, araiequipment manufacturers, or OEMs, systems
manufacturers and standards bodies. Our produetdesmigned into systems sold by OEMs, includingédilTechnologies, Inc., Alcatel-Lucent, Cisco
Systems, Inc., Danaher Corporation, Dell Inc., ER&@poration, Hewlett-Packard Company, Huawei, Imiéonal Business Machines Corporation and Orac
Corporation. We believe we are one of a limited hanof suppliers to these OEMs, and in some case®ay be the sole supplier for certain applicatitvs
sell our semiconductor solutions both directlytese OEMs and to other intermediary systems or readahufacturers that, in turn, sell to these OEMsa
result, while we cannot verify each OEM to whichr products may ultimately be sold, the entitiegelisabove represent those OEMs that we have béeroab
verify as end customers. During the year ended Dbee 31, 2009, we sold our semiconductor productadre than 160 customers. Sales directly to Sagisu
accounted for 36% and 33% of our total revenuesaes directly and through distributors to Micrae@unted for 17% and 12% of our total revenuelier t
year ended December 31, 2009 and the nine monttele®eptember 30, 2010, respectively. Our sal8amaesung and Micron are made on a purchase order
basis and we do not have long-term purchase conenisrfrom any of our customers, including SamsurgyMicron. Since 2006, we have shipped more tha
90 million high-speed analog semiconductors. InN®20¢ successfully introduced and began to shigwaproduct in production which we identify as produ
number INSSTE32882-GS04, or the GS04 product, dndhaconsists of an integrated phase lock loofldr, and register buffer. In a computing or storage
system, in order to access the data stored in mera@entral processing unit, or CPU, is requitedend command and address signals to the memory
circuits. Each memory circuit connected to a CPates$ a certain load, or burden, on the CPU. Thexgefioere is a
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limit to how many memory circuits can be connedted CPU, resulting in a limit on the memory capaof the computing or storage system. To overcome
this limit, an integrated phase lock loop, or Pabd register buffer can be used to provide anfexterbetween the CPU and memory to increase theonyem
capacity. A PLL is an electronic circuit used tmelgronize a clock on an integrated circuit withexternal clock source, to minimize any timing misohas. A
register buffer is an electronic circuit that alloer memory circuit to be connected to a CPU, withdaiced load on the CPU. Together, an integraltédand
register buffer provides an interface between tR&J@nd memory to enable the installation of su#ficimemory in computing and storage platforms. Safe
the GS04 product comprised 43% of our total reven®909. There were no other products that geeénaiore than 10% of our total revenue in 2007, 28X
2009. Our total revenue increased to $58.9 millmrthe year ended December 31, 2009 from $43.0amifor the year ended December 31, 2008. Fonthe
months ended September 30, 2010, our total reviecueased to $62.0 million from $41.7 million fdretnine months ended September 30, 2009. As of
September 30, 2010, our accumulated deficit wasg3ilion. Our net income increased to $7.3 millier the year ended December 31, 2009 from aasst |
of $3.4 million for the year ended December 31,820r the nine months ended September 30, 20tGeatuncome increased to $23.2 million from $4.6
million for the nine months ended September 30920@e operate an outsourced manufacturing busmesiel. As a result, we rely on third parties to
manufacture, assemble and test our products. Véepal$orm testing in our Westlake Village, Calif@nfacility.

The proliferation of mobile devices and wirelesamectivity is driving growth in demand for netwdskndwidth as users seek faster access to high-
definition video and multimedia content and applmas. According to the Cisco Visual Networking é&xd global Internet protocol, or IP, traffic is jroted to
increase more than four-fold from 2009 to 2014¢chérzg 63.9 exabytes per month in 2014. Global neol#l traffic is a key driver of this growth, and is
projected to increase at a compound annual groatéhaf 108% from 2009 to 2014. In addition, the egeace of cloud computing, which allows multiplets
to simultaneously execute applications and accatssat high speeds, is creating additional demanddtwork bandwidth and computing resources. Adioor
to the IDC eXchange, New IT Cloud Services Fore@®29-2013, October 2009, spending on public cloased server and storage services is expected to
grow from $3.7 billion in 2009 to $12.8 billion B013, representing a compound annual growth ra8a %f.

In order to handle growing network bandwidth argtéa computing speeds, communications and compayisgms require greater processing resourc
and higher access speeds. As processing powercaadsaspeeds continue to increase, it becomesdifficalt for systems to achieve high signal intiggand
reliable data transmission and recovery using ticatdil semiconductor solutions. Moreover, in maeyworks and computing systems, bandwidth bottlemeck
arise where the physical media and traditional semductor solutions are incapable of supportingribecased data transfer rates and cause signal
deterioration. These signal deterioration issuesygically addressed with high-speed analog semdigotors that maintain or improve signal integatyevery
point of the physical interface by employing sofib&ted analog signal processing techniques torately generate, amplify, reshape, retime and vectbie
transmitted data.

We leverage our proprietary high-speed analog sigmeessing expertise and our deep understandiegstem architectures to address data bottlenec
in current and emerging communications, enterpretevork, computing and storage architectures. \Weous core technology and strength in high-speed
analog design to enable our customers to deploygeneration communications and computing systéatsaperate with high performance at high speeds. \
believe we are at the forefront of developing semdtictor solutions that deliver 100G speeds througthe network infrastructure, including core, metnd
the datacenter. Furthermore, our analog signalgssing expertise enables us to improve throughmpetinputing systems. Our core competitive strengths
include:

. Syster-Level Simulation Capabilities In order to understand and solve system problerasyork closely with systems vendors to develop
proprietary component, channel and system simul:

KS
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We believe that our system-level simulation capids, our analog design and broad process techpalesign capabilities as well as our strengths in
packaging enable us to differentiate ourselvesddiyering advanced high-speed analog signal prongs®lutions. For example, we believe we have
successfully demonstrated the feasibility of outtrgeeneration 100G Ethernet architecture well alafair competitors. Within the server market, vesréa
applied our analog signal processing expertisest@ldp our isolation memory buffer, or iIMB  techngyo which is designed to expand the memory capacity
in existing server and computing platforms. We dnadithe key benefits that our solutions provideuocustomers are as follows:

models. We use these proprietary simulation anidaibn tools to accurately predict system perfarogaprior to fabricating the semiconductor o
alternately to identify and optimize critical sewmductor parameters to satisfy customer systenmregents.

Analog Design Expertis.. High-speed analog circuit design is extremelyllenging at high frequencies. We believe that weateader in
developing broadband analog semiconductors operatifrequencies of up to 100 gigahertz, or GHz: @walog design expertise has enabled ug
to design and commercially ship the first 18 GHxk-and-hold amplifier, 28 GHz linear transimpedaamplifier, 40 GHz transimpedance
amplifier and 50 GHz multiplexer, or MUX, and deitipiexer, or DEMUX, component:

Strong Relationships with Industry Leade. We develop many of our high-speed analog semiettod solutions for applications and systems
that are driven by the industry leaders in the comications and computing markets. As a result ofdamonstrated ability to address our
customers’ technological challenges, our produatetbeen selected to be incorporated, or “desigrnied’ several of their current systems and wg
believe we are well-positioned to continue to depéiigh-speed analog semiconductor solutions feir #merging architectures. For instance, ou
high-speed memory interface designs have beenatatidor Intel’'s Xeor? Core i7 and next generatitaifprms. We also work with
communication companies such as Alc-Lucent, Cisco and Huawei to address their next igeiom 100G efforts

Broad Process Technoloc. We employ process technology experts, devicentolgists and circuit designers who have extenskgerience in
many process technologies including complementatahoxide semiconductor, or CMOS, silicon germanianSiGe, and IlI-V technologies
such as gallium arsenide, or GaAs, and indium phidsp or InP. We believe that our ability to desidgh-speed analog semiconductors in a wide
range of materials and process technologies alisiate provide superior performance, power, costratidbility for a specific set of market
requirements

High-Speed Package Modeling and DesigiWe have developed deep expertise in high-speekaga modeling and design, since introducing th
first high-speed 50 gigahertz multiplexer and ddiplgixer, or 50 GHz MUX and DEMUX, product in 200Qur current packaging and modeling
techniques enable us to deliver semiconductorsatigaenergy efficient, offer high-speed processimg enable advanced signal integrity, all in a
small footprint.

D

High Performance. Our high-speed analog semiconductor solutionslasgned to meet the specific technical requirégsnehour customers in
their respective end markets. For instance, irbtbadband communications market, we believe oulymts achieve the highest signal integrity
and attain superior signal transmission distanceauiired error-free or low-error rates. In the potmg market, we believe our products achieve
industry-leading data transfer rates at the smallest dee

Low Power and Small Footprin. In each of the end markets that we serve, theepbwdget of the overall system is a key considardor the
systems designers. We believe that our high-speald@ signal processing solutions enable our custsiio implement system architectures that
reduce overall system power consumption. We alieswethat at high frequencies, our high-speedanaémiconductor devices typically
consume less power than our competitstahdard designs. In many of our applications, reeahle to design and deliver semiconductors the¢

a smaller footprint and therefore reduce the oVegeitem size
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Faster Time to Market Our customers compete in markets that requirke-gEgeed, reliable semiconductors that can be iatediinto their
systems as soon as new market opportunities devBtomeet our customers’ time-to-market requirersgne work closely with them early in
their design cycles and are actively involved ieitldevelopment processt

Our mission is to enable faster communications@mdputing infrastructure with high-speed analogisenductor solutions that reliably capture critica
analog signals, convert them to useful data, aartsport the data at high speeds. Key elementsraftategy include:

Focus on Markets that Require High Signal Integrigt High Speed: We believe our target markets are driven by etquegrowth trends i
video applications, mobile Internet and cloud cotimgy causing a greater demand for network bandwadid computing speeds. We intend to
continue to focus our efforts in markets where Hégmal integrity at high speeds is imperati

Extend Technology Leadership in Hic-Speed Analog Semiconductor$Ve believe we employ best-in-class technology degign capabilities
in our high-speed analog semiconductor solutions.iviend to continue to invest in research and ldgwneent to extend our leadership in existing
markets and enable the widespread deployment afiextrgeneration technology into newer mark

Expand Global Presenc. We believe that a global presence is criticadouring design wins from both new and existingamsrs given the
continued globalization of supply chains, particiylavith respect to design and manufacturing. Wangb continue the expansion of our sales,
design and technical support organization to broane customer reach in new markets, primarily 8iafdand Europe

Continue to Build Deep Relationships with Customer@/e intend to continue to develop long-term, dudiative relationships with customers
who are regarded as leaders in their respectivi&etsarin addition, we plan to continue to work ellyswith customers to enable them to develop
innovative solutions that address both existing eew performance challenge

Attract and Retain Top Taler. We believe one of our key differentiators resiufethe design of solutions that address compleal, world
problems for our customers. In this respect, camtef analog engineers and systems designerdigatto our success. We intend to continue to
aggressively recruit and seek to retain talentegineering and design personr

Risk Related to Our Business
Investing in our common stock involves substant&ks, including, but not limited to, the following

Fluctuations in our Revenue and Operating Result®ur revenue and operating results can fluctweltéch could cause our stock price to
decline. Factors that may contribute to these flations include, but are not limited to, the redchrcor cancellation of customer orders,
fluctuations in the levels of component inventothiesd by our customers, the gain or loss of sigaift customers, our ability to develop and
market new products and technologies on a timedystend the timing and extent of product developmeats.

History of Losses and Accumulated Defi. As of September 30, 2010, we had an accumulagditcof $37.6 million and have incurred net
losses in each year through 2008, and we may imetiosses in the futur

Dependence on a Limited Number of Custom. We depend on a limited number of customers aadymts for a substantial portion of our
revenue. For example, sales directly to Samsunguated for 36% and 33% of our total revenue anessdirectly and through distributors to
Micron accounted for 17% and 12% of our total reveefar the year ended December 31, 2009 and thenmamehs ended September 30, 2010,
respectively. Some of our customers, including Samgsand Micron, use our products primarily in -speed memory device

4
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. Lack of Lonc-Term Purchase CommitmentSubstantially all of our sales are made on a pseloader basis and we do not have long-term
purchase commitments with any of our customers.|l@$& of, or reduction in sales to, a key custowmi#materially and adversely affect our
operating results

. Lengthy Sales Cycl. We must win competitive bid processes, such wimevn as “design wins,” to enable us to sell oumisenductor products
for use in our customers’ products. The designprotess is lengthy and we may not secure the desigor generate any revenue despite
incurring significant design and development exjemes. Even after securing a design win, we mgyeernce delays in generating rever

. Lengthy and Expensive Qualification Proce. Our customers require our products and our thady contractors to undergo lengthy, expensive
and extensive qualification processes. In additgosiiccessful qualification does not assure amssalthe product to that customer and it can tak
several months or more before a customer takesnmproduction of components or systems that inaatpamur products, if at a

. Need to Continually Develop and Introduce New Prads. Our future success depends on our ability to coatly develop and introduce new
products to meet the changing technology and pedace requirements of our customers, diversifyreuenue base and generate new revenue
replace, or build upon, the success of previousipduced products which may be rapidly maturing. €&ample, in 2009, we successfully
introduced and began to ship a new product in prtioin which we identify as product number INSSTE3285S04, or the GS04 product, and
which consists of an integrated PLL and registéfdouSales of the GS04 product comprised 43% oftotal revenue in 2009. This product has
now matured and, as a result, sales of this praghechow declining in volum

. Market Development of and Demand for 100G Solutic. We are currently investing significant resourttedevelop semiconductor solutions
supporting 100G data transmission rates. If sffitmarket demand for 100G solutions does not dpved develops more slowly than expected,
or if we fail to accurately predict market requiremts or demand for 100G solutions, our businesapetitive position and operating results wc
suffer.

Before you invest in our common stock, you showaetully consider all the information in this prespus including matters set forth under the heading
“Risk Factors.”

Corporate Information

We were incorporated in Delaware in November 2000@om Communications, Inc. and changed our naneptd Corporation in February 2001. Our
principal executive offices are located at 394%Hmm Circle, Suite 1100, Santa Clara, California®b Our telephone number at that location is (£18)
7300. Our website addressasvw.inphi.com Information on our website is not part of thisgpectus and should not be relied upon in detenginihether to
make an investment decision. Substantially allwoflong-lived tangible assets are located in thé@ddnStates. As of September 30, 2010, the net bable of
our long-lived tangible assets located outsidelthi#éed States was approximately $1.1 million, whédmsists mainly of manufacturing fixtures usediby
third-party contractors in Taiwan. In addition, veeently established our international headquante®ngapore, from which we plan to conduct our
international operations.

Inphi®,iIMB™ and the Inphi logo are trademarks or serviaka owned by Inphi. All other trademarks, servitarks and trade names appearing in
prospectus are the property of their respectiveerain
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THE OFFERING

Common stock offered by t 6,800,000 share

Common stock to be outstanding immediately after dfffering

24,048,849 shares (25,068,849 if the underwriteesaise their over-
allotment in full)

Ovel-allotment optior 1,020,000 share

Use of proceeds We intend to use the net proceeds from this offefdm general corporate

purposes, including working capital. $*Use of Proceed”

New York Stock Exchange symb “IPHI”

The number of shares of common stock to be outstgrichmediately after this offering is based on24B,849 shares outstanding as of September 30
2010, and excludes:

6,557,040 shares of common stock issuable upoexékeise of options outstanding as of Septembe2@00, at a weighted average exercise |
of $3.68 per shart

38,571 shares of common stock issuable upon theisgeof warrants outstanding as of September @00 2at an exercise price of $1.54
share;

17,187 shares issuable upon the exercise of odfagmwarrants to purchase convertible preferredikstat a weighted average exercise price of
$7.96 per share, which warrants will convert intarsants to purchase 17,187 shares of common sfmmk the completion of this offering; al

2,000,000 shares of common stock reserved fordugsuance under our 2010 Stock Incentive Plawelisas shares originally reserved for
issuance under our 2000 Stock Option/Stock IssuBfa® or 2000 Stock Plan, but which may becomdahlea for awards under our 2010 Stock
Incentive Plan as described below, which plan béltome effective in connection with this offeringlacontains provisions that will automatically
increase its share reserve each year, as morediesigribed ir“ Executive Compensati—Employee Benefit Plar”

Unless otherwise stated, all information in thisgpectus assume

a -for-7 reverse stock split of our common stock and prefestock effected on November 3, 20

the conversion of all of our outstanding sharepreferred stock into an aggregate of 14,795,41shaf common stock effective upon -
completion of this offering, assuming a ~to-one conversion ratio of our outstanding sharegefiepred stock into common stoc

no exercise of options or warrants outstandingf &eptember 30, 2010;
the filing of our restated certificate of incorptoam immediately prior to the completion of thidering; and

no exercise by the underwriters of their optioptiochase additional shares.

As of September 30, 2010, 159,614 shares remairathlle for future issuance under our 2000 Stdek PUpon the completion of this offering, no
shares of our common stock will remain availableffiure issuance under our 2000 Stock Plan. Staigmally reserved for issuance under our 20 ISt
Plan but which are not issued or subject to outBtengrants on the effective date of our 2010 Stockentive Plan, and shares subject to outstanalitigns or
forfeiture restrictions under our 2000 Stock Plarthe effective date of our 2010 Stock IncentivenRhat are subsequently forfeited or terminatedify
reason before being exercised, up to a numberdifiadal shares not to exceed 428,571 will becoraglable for awards under our 2010 Stock IncenBlen
upon the completion of this offering.
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SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The information set forth below should be read thgewith “Capitalization,” “Selected Financial @&t “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and consolidated financial statements and relatgdsnincluded elsewhere in this prospectus.

The summary statements of operations data forehesyended December 31, 2007, 2008 and 2009 hanedeeived from our audited financial
statements included elsewhere in this prospectus simmary statements of operations data for theemionths ended September 30, 2009 and 2010 and th
summary balance sheet data as of September 30 h2@&een derived from our unaudited consolidfweshcial statements included elsewhere in this
prospectus. Historical results are not necessaudlizative of the results to be expected in thefeit and results of interim periods are not necégsadicative
of results for the entire year.

Nine Months Ended
Year Ended December 31 September 30,
2007 2008 2009 2009 2010
(in thousands, except share and per share dat

Statements of Operations Data

Revenue $ 31,68 $ 32,727 $ 37,617 $ 26,217 $ 41,65¢
Revenue from related par(1) 4,55¢ 10,22% 21,23t 15,47¢ 20,38¢
Total revenue 36,23 42,95« 58,85: 41,69: 62,04
Cost of revenu 16,02¢ 19,24¢ 21,26¢ 14,72¢ 22,08¢
Gross profit 20,20¢ 23,70¢ 37,58: 26,96 39,96
Total operating expen:@ 25,45¢ 27,00¢ 29,49¢ 21,83t 30,18¢
Income (loss) from operatiol (5,24¢) (3,309 8,08t 5,12¢ 9,77¢
Other income (expens (95) (124) 73 2 63
Income (loss) before income tax (5,347 (3,42¢) 8,15¢ 5,131 9,83¢
Provision (benefit) for income tax®) — — 82¢ 528 (13,317)
Net income (loss $ (5,34) $ (3,429 $ 7,32¢ $  4,60¢ $  23,15¢
Net income (loss) allocable to common stockhol $ (5,34) $ (3,429 $ 13C $ — $ 2,51¢
Net income (loss) per shal
Basic $ (6.57) $ (2.66€) $ 0.0€ $ — $ 1.1f
Diluted $ (6.57) $ (2.6€) $ 0.0t $ — $ 0.4¢€
Weightedaverage shares used in computing net income (bes
share:
Basic 813,29( 1,289,43. 1,668,871 1,623,98! 2,183,26
Diluted 813,29( 1,289,43. 2,785,227 3,016,65! 5,634,60.
Pro forma net income per share (unaudit
Basic® $ 0.4¢ $ 1.37
Diluted @ $ 0.4z $ 1.14
Weighted-average shares used in computing pro foeha
income per share (unaudite
Basic® 16,150,57 16,771,83
Diluted @ 17,266,97 20,223,17

(1) Revenue from related party consists of revenue fsamsung, which, together with associated entitiekls over 13% of our outstanding shares of
common stock

Footnotes continued on the following pa

D
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As of September 30, 201

Pro Forma
Actual Pro Forma As Adjusted (5)
(in thousands)

Balance Sheet Data
Cash and cash equivalel $ 25,58: $ 25,58 $ 100,08!
Working capital 27,08« 27,08¢ 101,58
Total asset 73,76: 73,76: 146,69!
Total liabilities 20,68: 20,64 19,69:
Total stockholder equity (deficit) (29,079 53,11t 127,00

The preceding table presents a summary of our belgineet data as of September 30, 2010:

. on an actual basis;

. on a pro forma basis to give effect to the issuaridet, 795,412 shares of common stock issuable timoonversion of all of our outstanding

shares of preferred stock upon completion of thisrimg, and to give effect to the conversion ofrkaats to purchase convertible preferred stock
into warrants to purchase common stock;

. on a pro forma as adjusted basis to give effetligqro forma conversion described above and tleeo$#,800,000 shares of common stock in
offering, after deducting the underwriting discaiahd commissions and estimated offering experesgsbfe by us

Footnotes continued from the prior pay

(2) Stoclk-based compensation expense is included in ourtsesubperations as follow

Nine Months Ended
As of December 31 September 30,
2007 2008 2009 2009 2010
(in thousands)

Operating expense:

Cost of revenu $ 19 $ 11¢ $ 31 $ 17 $ 59
Research and developme 16¢€ 35¢ 47¢ 312 911
Sales and marketir 66 101 23¢ 15€ 324
General and administratiy 574 417 421 314 48¢

(3) The provision (benefit) for income taxes for theawyended December 31, 2009 and the nine monthsleSejggember 30, 2010 included the releases and
reversals of valuation allowances against defetardssets provided in prior periods. Please seehto the notes to our consolidated financial
statements

(4) Please see note 8 to the notes to our consolifiatattial statements for an explanation of the méthsed to calculate net income allocable to prefer
stockholders and net (loss) income attributableotmmon stockholders, including the method usealoutate the number of shares used in the
computation of the per share amou

(5) As of September 30, 2010, we had deferred offecogjs of $1.6 million, of which $0.6 million haddsepaid and $1.0 million was accrued. These
amounts are reflected in the application of theepeals from this offering
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RISK FACTORS

Investing in our common stock involves a high de@ferisk. You should carefully consider the ridkscribed below before making a decision to buy our
common stock. The risks and uncertainties desctiledolv are not the only ones we face. If any ofdlewing risks actually occurs, our businessafiial
condition, results of operations or growth prospgectuld be harmed. In that case, the trading pateur common stock could decline and you migte kdsor part
of your investment in our common stock. Additioigkis and uncertainties not currently known to ushat we currently deem immaterial may also impair
business operations. You should also refer to theranformation set forth in this prospectus, imtihg our financial statements and the related sote

Risks Related to Our Business
Our revenue and operating results can fluctuate fnoperiod to period, which could cause our shareqaito fluctuate.
Our revenue and operating results have fluctuatéla past and may fluctuate from period to peniothe future due to a variety of factors, manywich are

beyond our control. Factors relating to our busirteat may contribute to these fluctuations incltidefollowing factors, as well as other factorsatéed elsewhere
in this prospectus:

. the receipt, reduction or cancellation of ordercbgtomers;

. fluctuations in the levels of component inventotiesd by our customers;

. the gain or loss of significant customers;

. market acceptance of our products and our customeducts;

. our ability to develop, introduce and market newdurcts and technologies on a timely basis;
. the timing and extent of product development cc

. new product announcements and introductions by vsiocompetitors

. incurrence of research and development and refeedproduct expenditures;

. fluctuations in sales by module manufacturers wiooiporate our semiconductor solutions in theidpits, such as memory modules;
. cyclical fluctuations in our markets;

. fluctuations in our manufacturing yields;

. significant warranty claims, including those novered by our suppliers;

. changes in our product mix or customer mix;

. intellectual property disputes; and

. loss of key personnel or the inability to attracalified engineers.

As a result of these and other factors, the restiléy prior quarterly or annual periods shoultl®relied upon as indications of our future rexenr
operating performance. Fluctuations in our revesm operating results could cause our share mridedline.

We have an accumulated deficit and have incurred fedtses in the past. We may incur net losses inftitare.

As of September 30, 2010, we had an accumulatecitd&f$37.6 million. We have incurred net losse®ach year through 2008. We generated net income
(loss) of $(5.3 million), $(3.4 million) and $7.3iltiion for the years ended December 31, 2007, 28082009, respectively. We generated net incon$a @& million
and $23.2 million for the nine months ended Septam30, 2009 and 2010, respectively. We may inctitasses in the future.
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We depend on a limited number of customers for a stalntial portion of our revenue, and the loss of, @ significant reduction in orders from, one or
more of our major customers could negatively impactr revenue and operating results. In addition,wfe offer more favorable prices to attract or ratai
customers, our average selling prices and gross giras would decline.

For the nine months ended September 30, 2010,®lardest customers collectively accounted for #8%ur total revenue. Sales directly to Samsung
accounted for 36% and 33% of our total revenuesahes directly and through distributors to Micraceunted for 17% and 12% of our total revenueterytear
ended December 31, 2009 and the nine months eregedr8ber 30, 2010, respectively. Some of our custepincluding Samsung and Micron, use our products
primarily in high-speed memory devices. We belieue operating results for the foreseeable futuleasntinue to depend on sales to a relatively smainber of
customers. In the future, these customers may demtito purchase our products at all, may purcfeser products than they did in the past or mésraheir
purchasing patterns.

In addition, our relationships with some custonmaey deter other potential customers who compete thiése customers from buying our products. Taetttr
new customers or retain existing customers, we ofi@y these customers favorable prices on our mtsdin that event, our average selling pricesgmds margins
would decline. The loss of a key customer, a redndh sales to any key customer or our inabilthyattract new significant customers could negayivmlpact our
revenue and materially and adversely affect owlt®®f operations.

We do not have longerm purchase commitments from our customers andufr customers cancel or change their purchase conments, our revenue an
operating results could suffer.

Substantially all of our sales to date, includiates to Samsung and Micron, have been made orchgse order basis. We do not have any long-term
commitments with any of our customers. As a resuit,customers may cancel, change or delay prqzirchase commitments with little or no notice tcauns
without penalty. This in turn could cause our raxeto decline and materially and adversely affectresults of operations.

We may face claims of intellectual property infringeent, which could be time-consuming, costly to dedeor settle and result in the loss of significant
rights and which could harm our relationships witbur customers and distributors.

The semiconductor industry is characterized by cmgs that hold patents and other intellectual @ryprights and that vigorously pursue, protect and
enforce intellectual property rights. From timeitoe, third parties may assert against us and ostocers and distributors their patent and othtetlectual propert
rights to technologies that are important to owsibhess.

Claims that our products, processes or technolofginge third-party intellectual property rightggardless of their merit or resolution, could bstlyoto
defend or settle and could divert the efforts atteihdion of our management and technical persoifiwelexample, Netlist, Inc. filed suit against nghe United
States District Court, Central District of Califeanin September 2009, alleging that our iMB  andaie other memory module components infringe tlokee
Netlist's patents. For more details, see “Business—Legatdedings.”

Infringement claims also could harm our relatiopshiith our customers or distributors and mighedéiture customers from doing business with us.d&/e
not know whether we will prevail in these proceegilgiven the complex technical issues and inhenecértainties in intellectual property litigatidhany pending
or future proceedings result in an adverse outcoves;ould be required to:

. cease the manufacture, use or sale of the infringinducts, processes or technology;
. pay substantial damages for infringement;
. expend significant resources to develop non-infriggroducts, processes or technology, which mayasuccessful;
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. license technology from the third-party claimindrimgement, which license may not be available ommercially reasonable terms, or at all;
. cross+license our technology to a competitor to resolvénéringement claim, which could weaken our apitid compete with that competitor;
. pay substantial damages to our customers or end tesdiscontinue their use of or to replace irgiiry technology sold to them with r-infringing

technology, if available
Any of the foregoing results could have a mateaalerse effect on our business, financial condiiod results of operations.

Winning business is subject to lengthy competitiedestion processes that require us to incur sigo#nt expenditures prior to generating any revenue o
without any guarantee of any revenue related togHiusiness. Even if we begin a product design, atomer may decide to cancel or change its proddanp,
which could cause us to generate no revenue fropraduct. If we fail to generate revenue after inaimg substantial expenses to develop our products,
business and operating results would suffer.

We are focused on winning more competitive bid peses, known as “design wins,” that enable uslt@gehigh-speed analog semiconductor solutioms fo
use in our customers’ products. These selectioogsses typically are lengthy and can require ursctar significant design and development expendgwand
dedicate scarce engineering resources in pursaitsofgle customer opportunity. We may not wingbmpetitive selection process and may never gemarat
revenue despite incurring significant design angetteoment expenditures. Failure to obtain a degigncould prevent us from offering an entire getieraof a
product. This could cause us to lose revenue ajqreeus to write off obsolete inventory, and cowlelaken our position in future competitive selettwocesses.
Even after securing a design win, we may experielet@ys in generating revenue from our products @sult of the lengthy development cycle typicadiguired.
Our customers generally take a considerable anmfttithe to evaluate our products. Our design cfi@e initial engagement to volume shipment is tygtlictwo to
three years.

The delays inherent in these lengthy sales cyole®ase the risk that a customer will decide taehreurtail, reduce or delay its product plansadopt a
competing design from one of our competitors, aagsis to lose anticipated revenue. In addition,delgy or cancellation of a custongplans could materially a
adversely affect our financial results, as we mayehincurred significant expense without generaging revenue. Finally, our customers’ failure tocassfully
market and sell their products could reduce denfiandur products and materially and adversely aféer business, financial condition and resultspérations. If
we were unable to generate revenue after incustiigtantial expenses to develop any of our prodaatsbusiness would suffer.

Our customers require our products and our third-fig contractors to undergo a lengthy and expensuealification process which does not assure
product sales. If we are unsuccessful in or delayrdjualifying any of our products with a customeour business and operating results would suff

Prior to purchasing our products, our customersiredhat both our products and our third-partytcactors undergo extensive qualification processés;h
involve testing of our products in the customeystems, as well as testing for reliability. Thisatjfication process may continue for several mondmwever,
qualification of a product by a customer does suge any sales of the product to that customem B&ifter successful qualification and sales ofcalpet to a
customer, a subsequent revision in our third pawtytractors’ manufacturing process or our seleatiom new supplier may require a new qualificagwacess with
our customers, which may result in delays and inhmlding excess or obsolete inventory. After orgducts are qualified, it can take several monthmare before
the customer commences volume production of compsr@ systems that incorporate our products. Despése uncertainties, we devote substantial ressu
including design, engineering, sales, marketingrmadagement efforts, to qualifying our productshveitistomers in anticipation of sales. If we areuensssful or
delayed in qualifying any of our products with astmmer, sales of those products to the customerbrmgyecluded or delayed, which may impede our tr@amd
cause our business to suffer.
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The complexity of our products could result in uneeted defects and we may be subject to warrardintd and product liability, which could result in a
decrease in customers and revenue, unexpected esggeand loss of market share. In addition, our pud liability insurance may not adequately cover oeosts
arising from products defects or otherwise.

Our products are sold as components or as moduiessé in larger electronic equipment sold by aistemers. A product usually goes through an intense
qualification and testing period performed by oustomers before being used in production. We pilynautsource our product testing to third paréesl also
perform some testing in our Westlake Village, Qalifa, facility. We inspect and test parts, or htham inspected and tested in order to screenartg that may be
weak or potentially suffer a defect incurred throdlge manufacturing process. From time to timeavgesubject to warranty or product liability claithat may
require us to make significant expenditures to néfiaese claims or pay damage awards. For exampieptember 2010, we were informed of a claimteel&o
repair and replacement costs in connection withrakents of over 4,000 integrated circuits made bgiureng the summer and fall of 2009. Of these sleipts,
approximately 4% were later confirmed or suspetddthve random manufacturing process anomaliggeinvafer die in the product. Based on our standaranty
provisions, we provided replacement parts to ttetasuer for the known and suspected failures thatdeaurred. In addition, and without informing ursthe fall of
2009, the customer instituted its own larger sogpdacement program that covered the replacemesttof subassemblies in which our product was onky
component. In September 2010, the customer madueteh claim for approximately $18 million agaings for the costs incurred relative to that progrévie believe
the amount of the claim is without merit as our naaty liability is contractually limited to the rep or replacement of the affected Inphi produefsich, to the
extent the customer has requested replacemena/ieasly been completed. A formal claim has yeteoriade and discussions with the customer are oggoin
However, claims of this nature are subject to wesinsks and uncertainties and there can be noas=ithat this matter will be resolved withoutlfer significant
costs to us, including the potential for arbitratar litigation.

Generally, our agreements seek to limit our liafpilo the replacement of the part or to the revergeived for the product, but these limitationdiahility
may not be effective or sufficient in scope inabes. If a customer’s equipment fails in usectfsomer may incur significant monetary damagelsiéiicg an
equipment recall or associated replacement expeasegell as lost revenue. The customer may claahd defect in our product caused the equipméntézand
assert a claim against us to recover monetary desnddne process of identifying a defective or ptgdiy defective product in systems that have beetely
distributed may be lengthy and require significasiources, and we may incur significant replaceroests and contract damage claims from our cust®asewell
as harm to our reputation. In certain situatiomgumstances might warrant that we consider inogrthe costs or expense related to a recall obboer products il
order to avoid the potential claims that may beedishould the customer reasonably rely upon aduat only to suffer a failure due to a design @narfacturing
process defect. Defects in our products could farnrelationships with our customers and damageeputation. Customers may be reluctant to buypooducts,
which could harm our ability to retain existing tarsers and attract new customers and our finanesallts. In addition, the cost of defending thdaerts and
satisfying any arbitration award or judicial judgmevith respect to these claims could harm ourrmss prospects and financial condition. Althoughceney
product liability insurance, this insurance may adéquately cover our costs arising from defectauimproducts or otherwise.

We rely on our relationships with industry and tecblogy leaders to enhance our product offerings amdr inability to continue to develop or maintain
such relationships in the future would harm our dliy to remain competitive

We develop many of our semiconductor products jiplieations in systems that are driven by induatrg technology leaders in the communications and
computing markets. We also work with OEMs, systenmufizcturers and standards bodies to define indesinyentions and standards within our target mark&e
believe these relationships enhance our abiligctieve market acceptance and widespread adogtmur products. If we are unable to continue toedep or
maintain these relationships, our semiconductartgwls would become less desirable to our custonoerssales would suffer and our competitive posittould be
harmed.
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If we fail to accurately anticipate and respond toarket trends or fail to develop and introduce newenhanced products to address these trends on a
timely basis, our ability to attract and retain cimners could be impaired and our competitive pasiticould be harmed.

We operate in industries characterized by rapitnging technologies and industry standards asasdkchnological obsolescence. We have developed
products that may have long product life cycled@f/ears or more, as well as other products in molatile high growth or rapidly changing areas,jehhmay have
shorter life cycles of only two to three years. Wédieve that our future success depends on outyatuildevelop and introduce new technologies amdipcts that
generate new sources of revenue to replace, at bpon, existing product revenue streams that neagependent upon limited product life cycles. Ifave not able
to repeatedly introduce, in successive years, medytts that ship in volume, our revenue will likelot grow and may decline significantly and rapidh 2009, we
successfully introduced and began to ship a newdymtan production which we identify as product henINSSTE32882-GS04, or the GS04 product, andwhic
consists of an integrated phase lock loop, or Rird register buffer. Sales of the GS04 product cmag 43% of our total revenue in 2009. There werether
products that generated more than 10% of our tetednue in 2007, 2008 or 2009. As we continue tovguur business in 2010, the GS04 product has natuned.
As a result, sales of the GS04 product are nowirdeglin volume. We currently expect that by 20h#& S04 product will no longer be material to aialrevenue
This underscores the importance of the need féo gentinually develop and introduce new productdiversify our revenue base as well as generateregenue tc
replace and build upon the success of previoustpduiced products which may be rapidly maturing.

To compete successfully, we must design, develapket and sell new or enhanced products that peavickeasingly higher levels of performance and
reliability while meeting the cost expectationsoaf customers. The introduction of new product®blycompetitors, the delay or cancellation of @fptan for whick
any of our semiconductor solutions are designezintarket acceptance of products based on newesnative technologies or the emergence of new inglus
standards could render our existing or future petgluncompetitive from a pricing standpoint, obsoknd otherwise unmarketable. Our failure to gudie or
timely develop new or enhanced products or tectgietin response to technological shifts could ltéswdecreased revenue and our competitors windesgign
wins. In particular, we may experience difficultiggh product design, manufacturing, marketing ertification that could delay or prevent our deysfent,
introduction or marketing of new or enhanced prasluglthough we believe our products are fully cdieat with applicable industry standards, propnigta
enhancements may not in the future result in fafiformance with existing industry standards undlezicumstances. Due to the interdependence abuar
components in the systems within which our prodaats the products of our competitors operate, custs are unlikely to change to another design, edogpted,
until the next generation of a technology. As ailte& we fail to introduce new or enhanced proutat meet the needs of our customers or peaeteat markets
in a timely fashion, and our designs do not gateptance, we will lose market share and our coniyeiposition, very likely on an extended basis] aperating
results will be adversely affected.

If sufficient market demand for 100G solutions doest develop or develops more slowly than expeatedf, we fail to accurately predict market
requirements or market demand for 100G solutionsiy @usiness, competitive position and operatinguks would suffer.

We are currently investing significant resourcedegelop semiconductor solutions supporting 100t@ ttansmission rates in order to increase the eummb
such solutions in our product line. If we fail tecarately predict market requirements or marketatehfor 100G semiconductor solutions, or if our G00
semiconductor solutions are not successfully dgneglamr competitive in the industry, our busines$ suiffer. If 100G networks are deployed to a lessdent or
more slowly than we currently anticipate, we may nealize any benefits from our investment. Assule our business, competitive position, marketretand
operating results would suffer.
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Our target markets may not grow or develop as werently expect and are subject to market risks, asfywhich could materially harm our business,
revenue and operating results.

To date, a substantial portion of our revenue fe@s fattributable to demand for our products inctramunications and computing markets and the grofvth
these overall markets. These markets have fluduateize and growth in recent times. Our operategylts are impacted by various trends in thes&ets® These
trends include the deployment and broader markeptazh of next generation technologies, such agigabits per second, or Gbps or G, and 100G, in
communications and enterprise networks, timingeoftrgeneration network upgrades, the introductiwh laroader market adoption of next generation serve
platforms, timing of enterprise upgrades and theduction and deployment of high-speed memoryrfates in computing platforms. We are unable taljstehe
timing or direction of the development of these ke#ts with any accuracy. For example, we expectttimtleployment of different types of memory desitmr
which our IMB™ product is designed will be substaltyi dependent on the development of next generatover platforms. We have not generated anyfgigni
revenue from our iMB" product to date, and if theelepment or adoption of next generation servetf@ims is delayed, or if these server platformsdo
interoperate with memory devices for which our iMBroghuct is designed, we may not realize revenue fsamiMB ™ product. In addition, because some of our
products are not limited in the systems or geogagieas in which they may be deployed, we canmays determine with accuracy how, where or intaclvh
applications our products are being deployed. iftatget markets do not grow or develop in ways W currently expect, demand for our semicondugtoducts
may decrease and our business and operating results suffer.

We rely on a limited number of third parties to mafacture, assemble and test our products, and thi&uf@ to manage our relationships with our third-
party contractors successfully could adversely affeur ability to market and sell our products arir reputation. Our revenue and operating result®wd
suffer if these third parties fail to deliver proaiis or components in a timely manner and at reasbleacost or if manufacturing capacity is reduced eliminated
as we may be unable to obtain alternative manufaaig capacity.

We operate an outsourced manufacturing busineselmbs a result, we rely on third-party foundry eafabrication and assembly and test capacity. \te a
perform testing in our Westlake Village, Californfacility. We generally use a single foundry fbetproduction of each of our various semiconduci©tsrently,
our principal foundries are Global Communicatioesn&onductors, Inc., or GCS, Sumitomo Electric Bevinnovations Inc., Taiwan Semiconductor Manufaag
Company Ltd., or TSMC, TowerJazz Semiconductor atdl United Monolithic Semiconductors S.A.S., or UM also use third-party contract manufacturers fo
a significant majority of our assembly and testrafiens, including Kyocera Corporation, Natel Eregnng Co., Inc., Orient Semiconductor Electroritts, or
OSE, Signetics Korea Co., Ltd. and STATS ChipPAG. Lt

Relying on third-party manufacturing, assembly gesting presents significant risks to us, including following:

. failure by us, our customers or their end custorteergialify a selected supplier;
. capacity shortages during periods of high demand;

. reduced control over delivery schedules and quality

. shortages of materials;

. misappropriation of our intellectual property;

. limited warranties on wafers or products suppleds; and

. potential increases in prices.

The ability and willingness of our third-party ceentors to perform is largely outside our contibbne or more of our contract manufacturers oeoth
outsourcers fails to perform its obligations inragly manner or at
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satisfactory quality levels, our ability to bringoglucts to market and our reputation could suffer.example, if that manufacturing capacity is i@tlor eliminated
at one or more facilities, including as a respdogée recent worldwide decline in the semiconduitdustry, or any of those facilities are unatddeep pace with
the growth of our business, we could have diffieslfulfilling our customer orders and our reveroeld decline. In addition, if these third partfes to deliver
quality products and components on time and abredsle prices, we could have difficulties fulfigjrour customer orders, our revenue could decliiecam
business, financial condition and results of openatwould be adversely affected.

Additionally, as many of our fabrication and assgn#nd test contractors are located in the PaBiia region, principally in Taiwan, our manufactugin
capacity may be similarly reduced or eliminated thueatural disasters, political unrest, war, lastoikes, work stoppages or public health criseshss outbreaks
of HIN1 flu. This could cause significant delayshipments of our products until we are able tdt shir manufacturing, assembly or test from theetd
contractor to another third-party vendor. There loamo assurance that alternative capacity coulnbteined on favorable terms, if at all.

Our costs may increase substantially if the wafeuhdries that supply our products do not achieveistactory product yields or quality.

The wafer fabrication process is an extremely cacaf#d process where the slightest changes indsigml, specifications or materials can result inemal
decreases in manufacturing yields or even the sisgpe of production. From time to time, our thirdrfy wafer foundries have experienced, and ardylilce
experience manufacturing defects and reduced metouiiag yields related to errors or problems initheanufacturing processes or the interrelationsiigheir
processes with our designs. In some cases, odrphity wafer foundries may not be able to detees¢ defects early in the fabrication process tardene the
cause of such defects in a timely manner. We mayrisubstantial research and development expengedtmtype or development stage products as wkfytiae
products for production.

Generally, in pricing our semiconductors, we asstimémanufacturing yields will continue to increasven as the complexity of our semiconductors
increases. Once our semiconductors are initialglified with our third-party wafer foundries, minimm acceptable yields are established. We are reggerior the
costs of the wafers if the actual yield is abowertinimum. If actual yields are below the minimura are not required to purchase the wafers. Thenmoimi
acceptable yields for our new products are genel@ier at first and increase as we achieve fuddpiction. Unacceptably low product yields or otheyduct
manufacturing problems could substantially increhseoverall production time and costs and advegiisgbact our operating results on sales of our pet&l Produc
yield losses will increase our costs and reducegooss margin. In addition to significantly harmiogr operating results and cash flow, poor yieldy melay
shipment of our products and harm our relationshiipls existing and potential customers.

We do not have any long-term supply contracts withr gontract manufacturers or suppliers, and any digption in our supply of products or materials
could have a material adverse affect on our busisesevenue and operating results.

We currently do not have long-term supply contragth any of our third-party contract manufacturéfte make substantially all of our purchases on a
purchase order basis, and our contract manufastarernot required to supply us products for agidis period or in any specific quantity. We exptat it would
take approximately nine to 12 months to transifrem our current foundry or assembly services tw peoviders. Such a transition would likely requare
qualification process by our customers or their emstomers. We generally place orders for prodwitts some of our suppliers several months prich&®
anticipated delivery date, with order volumes basedur forecasts of demand from our customersokiingly, if we inaccurately forecast demand for ptoducts
we may be unable to obtain adequate and cost-eiéeftiundry or assembly capacity from our thirdtgarontractors to meet our customers’ delivery megqoents,
or we may accumulate excess inventories. On oacasie® have been unable to adequately respond tganged increases in customer
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purchase orders and therefore were unable to bédrafi this incremental demand. None of our thiedtp contract manufacturers have provided any asserto us
that adequate capacity will be available to us iwithe time required to meet additional demandoiar products.

Our foundry vendors and assembly and test vendaysatiocate capacity to the production of other panies’ products while reducing deliveries to us on
short notice. In particular, other customers thiatlarger and better financed than us or that favg-term agreements with our foundry vendor oeagsdy and test
vendors may cause our foundry vendor or assemllytest vendors to reallocate capacity to thoseooausts, decreasing the capacity available to usd@ieot have
long-term supply contracts with our third-party et manufacturers and if we enter into costhaagements with suppliers that include nonrefunddbfmsits or
loans in exchange for capacity commitments, comenitisito purchase specified quantities over extepeedds or investment in a foundry, our operatiegults
could be harmed. We may not be able to make arty awangement in a timely fashion or at all, and amangements may be costly, reduce our finarfiexibility,
and not be on terms favorable to us. Moreover, ifieeable to secure foundry capacity, we may bigateld to use all of that capacity or incur peealtiThese
penalties may be expensive and could harm our diaéresults. To date, we have not entered intd sutangements with our suppliers. If we need ardibundry
or assembly and test subcontractor because ofasededemand, or if we are unable to obtain timetladequate deliveries from our providers, we migiitbe able
to cost effectively and quickly retain other verglty satisfy our requirements.

Many of our customers depend on us as the sole sedor a number of our products. If we are unable tieliver these products as the sole supplier or as
one of a limited number of suppliers, our relationgps with these customers and our business wouléfesu

A number of our customers do not have alternatiugces for our semiconductor solutions and dependsaas the sole supplier or as one of a limitedbar
of suppliers for these products. Since we outsoaurenanufacturing to third-party contractors, ability to deliver our products is substantiallypéedent on the
ability and willingness of our third-party contracs to perform, which is largely outside our cohtfofailure to deliver our products in sufficiequantities or at all
to our customers that depend on us as a sole sapplas one of a limited number of suppliers mayétrimental to their business and, as a reauitredationship
with the customer would be negatively impactedvéfare unable to maintain our relationships wittsthcustomers after such failure, our businesdiaudcial
results may be harmed.

If we are unable to attract, train and retain qudied personnel, particularly our design and techmicpersonnel, we may not be able to execute ouritesss
strategy effectively

Our future success depends on our ability to attrad retain qualified personnel, including our egement, sales and marketing, and finance, anitydlarty
our design and technical personnel. We do not kwbether we will be able to retain all of these pergel as we continue to pursue our business sjrateg
Historically, we have encountered difficulties imitng qualified engineers because there is a lichfieol of engineers with the expertise requiredunfield.
Competition for these personnel is intense in #raisonductor industry. As the source of our tecbgigial and product innovations, our design andrigeth
personnel represent a significant asset. The lbgeaervices of one or more of our key employespecially our key design and technical persoraredur inability
to attract and retain qualified design and tecHrpeasonnel, could harm our business, financiab@@n and results of operations.

We may not be able to effectively manage our grovethd we may need to incur significant expenditurtesaddress the additional operational and control
requirements of our growth, either of which couldahm our business and operating results.

To effectively manage our growth, we must contitmiexpand our operational, engineering and findrsgistems, procedures and controls and to improve o
accounting and other internal management systehis. T
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may require substantial managerial and financsdueces, and our efforts in this regard may natumeessful. Our current systems, procedures artdot®may not
be adequate to support our future operations. lfailéo adequately manage our growth, or to imerour operational, financial and management inféiona
systems, or fail to effectively motivate or manage new and future employees, the quality of owdpcts and the management of our operations coifierswhich
could adversely affect our operating results.

We face intense competition and expect competitioincrease in the future. If we fail to compete efftively, it could have an adverse effect on our
revenue, revenue growth rate, if any, and markeasé.

The global semiconductor market in general, ancctmmunications and computing markets in particues highly competitive. We compete or plan to
compete in different target markets to various degron the basis of a number of principal competféctors, including product performance, powetdst,
features and functionality, customer relationshgize, ease of system design, product roadmaptatégu and reliability, customer support and pridée expect
competition to increase and intensify as more angelr semiconductor companies enter our marketsedsed competition could result in price pressedyced
profitability and loss of market share, any of whaould materially and adversely affect our bussnesvenue and operating results.

Currently, our competitors range from large, in&ional companies offering a wide range of semicetal products to smaller companies specializing in
narrow markets. Our primary competitors includedloom Corporation, Hittite Microwave Corporationtegrated Device Technology, Inc. and Texas Instnis
Incorporated, as well as other analog signal pongscompanies. We expect competition in the markewhich we participate to increase in the futaseexisting
competitors improve or expand their product offgsinin addition, as we develop our 100G semicormssilution, we may face competition from comparsiesh a
Broadcom and NetLogic Microsystems, Inc.

Our ability to compete successfully depends on efgmboth within and outside of our control, in¢hglindustry and general economic trends. During pa
periods of downturns in our industry, competitiarthie markets in which we operate intensified ascagtomers reduced their purchase orders. Manyrof o
competitors have substantially greater financial ather resources with which to withstand simildverse economic or market conditions in the futlifeese
developments may materially and adversely affectcamrent and future target markets and our abititgompete successfully in those markets.

We use a significant amount of intellectual properity our business. Monitoring unauthorized use of oumtellectual property can be difficult and costly
and if we are unable to protect our intellectual gperty, our business could be adversely affected.

Our success depends in part upon our ability téepteur intellectual property. To accomplish thig rely on a combination of intellectual propenights,
including patents, copyrights, trademarks and tssteets in the United States and in selectedgoreduntries where we believe filing for such petiten is
appropriate. Effective protection of our intellegtproperty rights may be unavailable, limited ot applied for in some countries. Some of our potsiand
technologies are not covered by any patent or paggiication, as we do not believe patent provectif these products and technologies is crit@alur business
strategy at this time. A failure to timely seekgqratprotection on products or technologies genepakcludes us from seeking future patent protaeabio these
products or technologies. We cannot guarantee that:

. any of our present or future patents or patentrdawill not lapse or be invalidated, circumventetsillenged or abandone

. our intellectual property rights will provide contjiize advantages to us;

. our ability to assert our intellectual propertytrig against potential competitors or to settleeniror future disputes will not be limited by our
agreements with third partie

. any of our pending or future patent applicationt e issued or have the coverage originally sought
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. our intellectual property rights will be enforcedjurisdictions where competition may be intensabere legal protection may be weak;

. any of the trademarks, copyrights, trade secretdtar intellectual property rights that we preseamploy in our business will not lapse or
invalidated, circumvented, challenged or abandooe

. we will not lose the ability to assert our inteligal property rights against or to license our textbgy to others and collect royalties or otherrpants.

For example, we filed a complaint against NetlisEederal District Court in November 2009 allegingt Netlist infringes two of our patents. Netbsiserts in its
amended answer to the complaint that it does riohge the patents, that the patents are invaliitaat one of the patents is unenforceable dueemuiitable
conduct before the United States Patent and Trade®féice, or the USPTO. For more details, see ‘iBass—Legal Proceedings.”

In addition, our competitors or others may desiguad our protected patents or technologies. Effedhtellectual property protection may be unaadlié or
more limited in one or more relevant jurisdictiortative to those protections available in the BaiStates, or may not be applied for in one or melerant
jurisdictions. If we pursue litigation to assert antellectual property rights, an adverse decisioany of these legal actions could limit our &pito assert ou
intellectual property rights, limit the value ofra@chnology or otherwise negatively impact ouribess, financial condition and results of operation

Monitoring unauthorized use of our intellectual pedy is difficult and costly. Unauthorized use afr antellectual property may have occurred or meguw ir
the future. Although we have taken steps to minéntie risk of this occurring, any such failurederitify unauthorized use and otherwise adequatelegt our
intellectual property would adversely affect ousimess. Moreover, if we are required to commertigation, whether as a plaintiff or defendant, aoly would this
be time-consuming, but we would also be forcedbui significant costs and divert our attention affdrts of our employees, which could, in turrsuk in lower
revenue and higher expenses.

We also rely on contractual protections with oustomers, suppliers, distributors, employees andwtemts, and we implement security measures degitp
protect our trade secrets. We cannot assure yothtbse contractual protections and security measwill not be breached, that we will have adequateedies for
any such breach or that our suppliers, employeesmsultants will not assert rights to intellectpedperty arising out of such contracts.

In addition, we have a number of third-party patemd intellectual property license agreements. Sofntleese license agreements require us to makdiroee
payments or ongoing royalty payments. We cannotaguee that the third-party patents and technolegyicense will not be licensed to our competitorathers in
the semiconductor industry. In the future, we megdto obtain additional licenses, renew existicgnise agreements or otherwise replace existiimtdogy. We
are unable to predict whether these license agnetsnsan be obtained or renewed or the technologyeaeplaced on acceptable terms, or at all.

Average selling prices of our products often decseaover time, which could negatively impact our e@ue and gross margins.

Our operating results may be impacted by a dedtitee average selling prices of our semiconducibrompetition increases in our target markets,may
need to reduce the average unit price of our prisdacanticipation of competitive pricing pressunesw product introductions by us or our compesitand for other
reasons. If we are unable to offset any reductiomsir average selling prices by increasing ouesablumes or introducing new products with higiergins, our
revenue and gross margins will suffer. To maintinrevenue and gross margins, we must developnarediuce new products and product enhancemenss on
timely basis and continually reduce our costs dsageour customers’ costs. Failure to do so waaldse our revenue and gross margins to decline.
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We are subject to order and shipment uncertaintiasd differences between our estimates of customamdnd and product mix and our actual results
could negatively affect our inventory levels, sakesd operating results.

Our revenue is generated on the basis of purchrdsesowith our customers rather than ldagn purchase commitments. In addition, our custsroan canci
purchase orders or defer the shipments of our ptedwnder certain circumstances. Our products areufactured using semiconductor foundries accorttirgur
estimates of customer demand, which requires osale separate demand forecast assumptions for ewstymer, each of which may introduce significant
variability into our aggregate estimates. It ididiflt for us to forecast the demand for our pragduo part because of the complex supply chaiwéen us and the
end-user markets that incorporate our products.tbweir lengthy product development cycle, it igical for us to anticipate changes in demand faorvarious
product features and the applications they senadldov sufficient time for product development adekign. We have limited visibility into future caster demand
and the product mix that our customers will requiveich could adversely affect our revenue forexasid operating margins. Moreover, because somerdaget
markets are relatively new, many of our customereeHdifficulty accurately forecasting their produetjuirements and estimating the timing of theiw meoduct
introductions, which ultimately affects their dendaor our products. Our failure to accurately fasicdemand can lead to product shortages thatgaedie
production by our customers and harm our custoelationships. Conversely, our failure to forecastlshing demand or shifts in product mix can regukxcess or
obsolete inventory. The rapid pace of innovationun industry could also render significant pori@f our inventory obsolete. Excess or obsoleteritory levels
could result in unexpected expenses or increasesrireserves that could adversely affect our lmssinoperating results and financial conditiorcdntrast, if we
were to underestimate customer demand or if sefftamanufacturing capacity were unavailable, wddéarego revenue opportunities, potentially losgrket shar
and damage our customer relationships. In additiog,significant future cancellations or defer@product orders or the return of previously sotdducts due to
manufacturing defects could materially and advgrsapact our profit margins, increase our writifs due to product obsolescence and restrict bilityato fund out
operations.

We rely on third-party sales representatives andmdisitors to assist in selling our products. If wiail to retain or find additional sales represeniaes and
distributors, or if any of these parties fail to ferm as expected, it could reduce our future sales

In 2009, we derived 78% of our total revenue fraes by our direct sales team and third-party salpesentatives. In addition, in 2009 and the nioaths
ended September 30, 2010, approximately 22% andd3%r sales were made through third-party distobs, respectively. Two of our distributors, whill
solely to Micron, accounted for 12% of our totaleaue in each of 2009 and the nine months endegi®@bpr 30, 2010. We are unable to predict the éxeewhich
these third-party sales representatives and distnib will be successful in marketing and selling products. Moreover, many of these third-partgsa
representatives and distributors also market alhd@mpeting products, which may affect the extenivhich they promote our products. Even where our
relationships are formalized in contracts, ourd¥party sales representatives and distributorsdfeere the right to terminate their relationshipthws at any time.
Our future performance will also depend, in pantoar ability to attract additional third-party salrepresentatives and distributors who will be ablmarket and
support our products effectively, especially in keds in which we have not previously sold our piidulf we cannot retain our current distributordiond additiona
or replacement third-party sales representatived@siributors, our business, financial conditiow aesults of operations could be harmed. Additignd we
terminate our relationship with a distributor, waynbe obligated to repurchase unsold products.atferd a reserve for estimated returns and priatitsrdf actual
returns and credits exceed our estimates, our tpgnasults could be harmed.
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The facilities of our third-party contractors andistributors are located in regions that are subjdotearthquakes and other natural disasters.

The facilities of our third-party contractors andtdbutors are subject to risk of catastrophicsldse to fire, flood or other natural or man-mabasters. A
number of our facilities and those of our contraenufacturers are located in areas with above geesaismic activity and also subject to typhoorts@ther Pacific
storms. Several foundries that manufacture our mafee located in Taiwan, Japan and California,ahadf the third-party contractors who assemblé &st our
products are located in Asia. In addition, our lpeadters are located in California. The risk ofeanthquake in the Pacific Rim region or Califorisigignificant due
to the proximity of major earthquake fault linesrexample, in 2002 and 2003, major earthquakesrozt in Taiwan. Any catastrophic loss to any @fst facilities
would likely disrupt our operations, delay prodoati shipments and revenue and result in signifieapenses to repair or replace the facility. Irtipalar, any
catastrophic loss at our California locations womlgterially and adversely affect our business.

We rely on third-party technologies for the developmt of our products and our inability to use suceahnologies in the future would harm our ability to
remain competitive.

We rely on third parties for technologies thatiategrated into our products, such as wafer fabidneand assembly and test technologies used bganiract
manufacturers, as well as licensed architectuentgogies. If we are unable to continue to usecenise these technologies on reasonable termfsthersie
technologies fail to operate properly, we may retble to secure alternatives in a timely manneit ail, and our ability to remain competitive wdblde harmed. In
addition, if we are unable to successfully licetesshnology from third parties to develop futuredgwrots, we may not be able to develop such prodonetdimely
manner or at all.

Our business would be adversely affected by theadepe of existing members of our senior managemésam and other key personnel.

Our success depends, in large part, on the comtiooetributions of our senior management teamaitiqular, the services of Young K. Sohn, our Rtest
and Chief Executive Officer, and Dr. Gopal Raghaware of our founders and our Chief Technical @ffias well as other key personnel, including mi. Nguyen
one of our founders and our Vice President of Neitimg, Communications and Multi-Market Productsabidition, we have not entered into non-compete
agreements with members of our senior managemamt f€he loss of any member of our senior manageteant or key personnel could harm our ability to
implement our business strategy and respond toagiidly changing market conditions in which we @ter

Potential future acquisitions could be difficult totegrate, divert attention of key personnel, dipt our business, dilute stockholder value and inipaur
operating results.

As part of our business strategy, we have pursnddray continue to pursue acquisitions in the fithat we believe will complement our business,
semiconductor solutions or technologies. For exampe recently acquired all of the outstanding ebaf Winyatek Technology Inc., a Taiwanese compAny
acquisition involves a number of risks, many of efthcould harm our business, including:

. difficulties in integrating the operations, techogies, products, existing contracts, accountingmerdonnel of the target company;

. realizing the anticipated benefits of any acquositi

. difficulties in transitioning and supporting custers, if any, of the target company;

. diversion of financial and management resources fegisting operations;

. the price we pay or other resources that we davatgexceed the value we realize, or the value wéddwave realized if we had allocated the purchase

price or other resources to another opportul
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. potential loss of key employees, customers andesfi@alliances from either our current businesthertarget company’s business;

. assumption of unanticipated problems or latentllias, such as problems with the quality of theget compar’s products

. inability to generate sufficient revenue to offaetuisition costs

. dilutive effect on our stock as a result of anyiggbased acquisitions;

. inability to successfully complete transactionshvatsuitable acquisition candidate; and

. in the event of international acquisitions, risksaciated with accounting and business practicsatie different from applicable U.S. practices and

requirements

Acquisitions also frequently result in the recoglof goodwill and other intangible assets thatsargject to potential impairments, which could haom
financial results. As a result, if we fail to prafyeevaluate acquisitions or investments, we mayachieve the anticipated benefits of any such ias@gpns, and we
may incur costs in excess of what we anticipate fHilure to successfully evaluate and executeiaitifuns or investments or otherwise adequatelyeskithese
risks could materially harm our business and fimanesults.

Tax benefits that we receive may be terminated educed in the future, which would increase our cest

In 2010, we began to expand our international presé¢o take advantage of the opportunity to re@diitional engineering design talent, as wellasibre
closely align our operations geographically withi oustomers and suppliers in Asia. In certain iméponal jurisdictions, we have also entered igreaments with
local governments to provide us with, among othargs, favorable local tax rates if certain minimariteria are met. These agreements may requite oeet
several requirements as to investment, headcoudnaetivities to retain this status. We currentljidnee that we will be able to meet all the termd aonditions
specified in these agreements. However, if adveliaages in the economy or changes in technologgtfiternational demand for our products in arotegeen
manner or if we fail to otherwise meet the condis®f the local agreements, we may be subjectdidiadal taxes, which in turn would increase oustso

Changes in our effective tax rate may harm ourltgsd operations. A number of factors may increasefuture effective tax rates, including:

. the jurisdictions in which profits are determinedoe earned and taxed;

. the resolution of issues arising from tax audithwarious tax authorities;

D changes in the valuation of our deferred tax asseddiabilities and in deferred tax valuation alémces;

. changes in the value of assets or services traadfer provided from one jurisdiction to another;

. adjustments to income taxes upon finalization ofotss tax returns;

. increases in expenses not deductible for tax pesascluding write-offs of acquired in-processe@sh and development and impairments of goodwill
in connection with acquisition

. changes in available tax credits;

. changes in tax laws or the interpretation of saxhlaws, and changes in U.S. generally accepteabating principles; and

. a decision to repatriate non-U.S. earnings for Wiwe have not previously provided for U.S. taxes.
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We will be subject to additional regulatory complie@ requirements, including Section 404 of the Sanlea-Oxley Act of 2002, as a result of becoming a
public company and our management has limited expace managing a public compan

We have never operated as a public company andnetll significant legal, accounting and other exgess that we did not incur as a private compang. Th
individuals who constitute our management team Hiavieed experience managing a publicly traded canyp and limited experience complying with the
increasingly complex and changing laws pertainmgublic companies. Our management team and o#reopnel will need to devote a substantial amotititree
to new compliance initiatives and we may not susialy or efficiently manage our transition intgpablic company. We expect rules and regulation siscthe
Sarbanes-Oxley Act of 2002 to increase our legdlfarance compliance costs and to make some aeswitore time-consuming and costly. We will neetiite a
number of additional employees with public acconugind disclosure experience in order to meet ngoimg obligations as a public company. For exampéetior
404 of the Sarbanes-Oxley Act of 2002 requires dhatmanagement report on, and our independergtezgd public accounting firm attest to, the effestess of
our internal control over financial reporting inrannual report on Form 10-K for the fiscal yeadiag December 31, 2011. Section 404 compliance azgrt
internal resources and will take a significant antaf time and effort to complete. We may not bkedb successfully complete the procedures andfication and
attestation requirements of Section 404 by the tiraewill be required to do so. If we fail to do sw,if in the future our Chief Executive Officerhfef Financial
Officer or independent registered public accounfing determines that our internal controls oveaficial reporting are not effective as defined ur®kxtion 404,
we could be subject to sanctions or investigatimnIhe New York Stock Exchange, or NYSE, the Sei@siand Exchange Commission, or the SEC, or other
regulatory authorities. Furthermore, investor ppticas of our company may suffer, and this couldseaa decline in the market price of our stoclespective of
compliance with Section 404, any failure of ouemial controls could have a material adverse etfeatur stated results of operations and harmejputation. If we
are unable to implement these changes effectivedffiwiently, it could harm our operations, findacreporting or financial results and could resalan adverse
opinion on internal controls from our independemditors.

Our insiders who are significant stockholders magrtrol the election of our board and may have inésts that conflict with those of other stockholders

Our directors and executive officers, together wittmbers of their inmediate families and affiliafedds, beneficially owned, in the aggregate, ntbes
67.1% of our outstanding capital stock as of Sepwmn30, 2010, and will beneficially own, in the agggate, more than 49.8% of our outstanding cagitedk
immediately after this offering. In addition, ere# affiliated with Walden International, Tallwodd..P. and Mayfield Fund beneficially owned 20.320,1% and
18.2%, respectively, of our outstanding capitatktas of September 30, 2010, and will beneficialkn, in the aggregate, more than 42.0% of our ant8hg capite
stock immediately after this offering. Lip-Bu Tdbiosdado Banatao and David Ladd, who are affiliatéti Walden International, Tallwood I, L.P. and ield
Fund, respectively, are currently three of the ergembers of our board of directors. As a resualing together, this group has the ability to eisgsignificant
control over most matters requiring our stockhadtlepproval, including the election and removativéctors and significant corporate transactions.

Risks Related to Our Industry
We may be unable to make the substantial and protgctesearch and development investments whichraguired to remain competitive in our business.

The semiconductor industry requires substantis@stment in research and development in order teldp\and bring to market new and enhanced
technologies and products. Many of our productgioated with our research and development effortstave provided us with a significant competitayantage.
Our research and development expense was $17i8miill 2007, $17.5 million in 2008 and $17.8 mitli;n 2009. We are
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committed to investing in new product developmendiider to remain competitive in our target markéf{e do not know whether we will have sufficiensoarces t
maintain the level of investment in research ancelimment required to remain competitive. In addifiwve cannot assure you that the technologieshndrie the
focus of our research and development expenditvitebecome commercially successful.

Our business, financial condition and results of emtions could be adversely affected by worldwidereomic conditions, as well as political and econicm
conditions in the countries in which we conduct binsss.

Our business and operating results are impacteddblglwide economic conditions, including the cutrBaropean debt crisis. Uncertainty about curréotbal
economic conditions may cause businesses to centinpostpone spending in response to tighter tornegiemployment or negative financial news. Thiguim coulc
have a material negative effect on the demanddosemiconductor products or the products into Widar semiconductors are incorporated. Althoughtthiéed
States economy has recently shown signs of recpthexystrength and duration of any economic regoweélt be impacted by the European debt crisis ted
reaction to any efforts to address the crisis. Mldtfactors relating to our international opera@nd to particular countries in which we opecatgld negatively
impact our business, financial condition and resaftoperations. These factors include:

. changes in political, regulatory, legal or econogvaditions;

. restrictive governmental actions, such as resbnstion the transfer or repatriation of funds amdifm investments and trade protection meas
including export duties and quotas and customedutnd tariffs

. disruptions of capital and trading markets;

. changes in import or export requirements;

. transportation delays;

. civil disturbances or political instability;

. geopolitical turmoil, including terrorism, war oolgical or military coups;

. public health emergencies;

. differing employment practices and labor standards;

. limitations on our ability under local laws to peot our intellectual property;

. local business and cultural factors that differfrour customary standards and practi

. nationalization and expropriatio

D changes in tax laws;

. currency fluctuations relating to our internationgkrating activities; and

. difficulty in obtaining distribution and support.

A significant portion of our products are manufaetly assembled and tested outside the United Statgsconflict or uncertainty in these countrias;luding
due to natural disasters, public health concerolgtjqgal unrest or safety concerns, could harmlmusiness, financial condition and results of openst In addition,
if the government of any country in which our protiuare manufactured or sold sets technical stdadar products manufactured in or imported initicountry
that are not widely shared, it may lead some ofcmistomers to suspend imports of their productstimit country, require manufacturers in that coutt
manufacture products with different technical stadd and disrupt cross-border manufacturing redatigps which, in each case, could harm our business
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Changes in current or future laws or regulations dne imposition of new laws or regulations, incluaj new or changed tax regulations, environmental
laws and export control laws, or new interpretatiothereof, by federal or state agencies or foregpvernments could impair our ability to compete in
international markets.

Changes in current laws or regulations applicablestor the imposition of new laws and regulationthe United States or other jurisdictions in whige do
business, such as China, Japan, Korea, Singapdr€aavan, could materially and adversely affect lousiness, financial condition and results of ofena. For
example, we have entered into agreements with pmaérnments to provide us with, among other thif@grable local tax rates if certain minimum en& are me
as discussed in our risk factor entitled “Tax b@eehat we received may be terminated or reducete future, which would increase our costs.” Ehagreements
may require us to meet several requirements as/gstment, headcount and activities to retaindtatus. If we fail to otherwise meet the conditiohshe local
agreements, we may be subject to additional taxeish in turn would increase our costs. In additipotential future U.S. tax legislation could imp#ee tax
benefits we effectively realize under these agregme

Due to environmental concerns, the use of leadotimer hazardous substances in electronic compoaedtsystems is receiving increased attention. In
response, the European Union passed the Restrmidtazardous Substances, or RoHS, Directive,l&gia that limits the use of lead and other hazasd
substances in electrical equipment. The RoHS Diredtecame effective July 1, 2006. We believe thatcurrent product designs and material supplynshare in
compliance with the RoHS Directive. If our proddetsigns or material supply chains are deemed rfwé in compliance with the RoHS Directive, we and third
party manufacturers may need to redesign produititscomponents meeting the requirements of the RDH&ctive and we may incur additional expense al as
loss of market share and damage to our reputation.

In addition, we are subject to export control lavegulations and requirements that limit which prctd we sell and where and to whom we sell our yortsd
In some cases, it is possible that export licemsmdd be required from U.S. government agenciesdone of our products in accordance with the Export
Administration Regulations and the Internationaffic in Arms Regulations. We may not be succesisfubtaining the necessary export licenses imathnces.
Any limitation on our ability to export or sell oproducts imposed by these laws would adversecafiur business, financial condition and resulisperations. In
addition, changes in our products or changes iorgmd import laws and implementing regulationy roieeate delays in the introduction of new produts
international markets, prevent our customers freplaying our products internationally or, in sonases, prevent the export or import of our prodtetertain
countries altogether. While we are not aware of@thgr current or proposed export or import regoires which would materially restrict our ability sell our
products in countries such as China, Japan, K&iegapore or Taiwan, any change in export or impgtlations or related legislation, shift in apgeb to the
enforcement or scope of existing regulations, @nge in the countries, persons or technologiegtadgby these regulations, could result in deccease of our
products by, or in our decreased ability to exporgell our products to, existing or potential cusers with international operations. In such eveut,business and
results of operations could be adversely affected.

We are subject to the cyclical nature of the semidantor industry, which has suffered and may suffegom future recessionary downturns.

The semiconductor industry is highly cyclical asdtharacterized by constant and rapid technologltahge, rapid product obsolescence and pricecerosi
evolving standards and wide fluctuations in produugiply and demand. The industry experienced afisignt downturn during the current global receasidhese
downturns have been characterized by diminishedymtodemand, production overcapacity, high inventevels and accelerated erosion of average seghings.
The most recent downturn and any future downtuowgdcnegatively impact our business and operatsglts. Furthermore, any upturn in the semiconducto
industry could result in increased competitiondocess to third-party foundry and assembly capaéiy are dependent on the availability of this cétgdo
manufacture and assemble our integrated circudseNf our
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third-party foundry or assembly contractors has/joled assurances that adequate capacity will biéaéalato us in the future.
Our products must conform to industry standardsander to be accepted by end users in our markets.

Our products comprise only a part of larger elegtr@ystems. All components of these systems migirninly comply with industry standards in order to
operate efficiently together. These industry stadslare often developed and promoted by larger emiep who are industry leaders and provide othempcments
of the systems in which our products are incorgataln driving industry standards, these larger gamnies are able to develop and foster product stasygs within
which our products can be used. We work with a nemalb these larger companies in helping developsig standards with which our products are conbpatif
larger companies do not support the same indutindards that we do, or if competing standards gejenarket acceptance of our products could berselye
affected, which would harm our business.

Some industry standards may not be widely adoptéthplemented uniformly, and competing standardy siél emerge that may be preferred by our
customers. Products for communications and comguatpplications are based on industry standardsateatontinually evolving. Our ability to competethe future
will depend on our ability to identify and ensu@pliance with these evolving industry standardsee €mergence of new industry standards could remder
products incompatible with products developed theosuppliers or make it difficult for our produttsmeet the requirements of certain OEMs. As altese coulc
be required to invest significant time and effartido incur significant expense to redesign oudpobs to ensure compliance with relevant stand#frdsir products
are not in compliance with prevailing industry stards for a significant period of time, we couldssopportunities to achieve crucial design wins.riés not be
successful in developing or using new technologrda developing new products or product enhancésnmat achieve market acceptance. Our pursuiecéssary
technological advances may require substantial éinteexpense.

Risks Related to this Offering and our Common Stock

Our share price may be volatile and you may be uleato sell your shares at or above the offering qei

Prior to this offering, there has not been a publarket for our common stock. We cannot predictekient to which a trading market will develop omh
liquid that market might become. The initial pubdifering price for our shares was determined hyotiations between us and representatives of themriters

and may not be indicative of prices that will priégvthe trading market. The market price of slsaméour common stock could be subject to widetflations in
response to many risk factors listed in this proggeand others beyond our control, including:

. actual or anticipated fluctuations in our finanaehdition and operating results;

. changes in the economic performance or market tiahsof other companies that provide high-speedagnsemiconductor solutions;

. loss of a significant amount of existing business;

. actual or anticipated changes in our growth raggive to our competitors;

. actual or anticipated fluctuations in our compesit@perating results or changes in their growtesa

. issuance of new or updated research or reportediyrisies analysts;

. our announcement of actual results for a fiscabplethat are higher or lower than projected resmitsur announcement of revenue or earnings gue
that is higher or lower than expect:

. regulatory developments in our target markets &ffgas, our customers or our competitors;

. fluctuations in the valuation of companies perceéifsg investors to be comparable to us;
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. share price and volume fluctuations attributabletmnsistent trading volume levels of our shares;

. sales or expected sales of additional common s

. terrorist attacks or natural disasters or otheh®wents impacting countries where we or our custsrhave operations; a
. general economic and market conditions.

Furthermore, the stock markets have experiencedragtprice and volume fluctuations that have aéfigéend continue to affect the market prices oftgqui
securities of many companies. These fluctuatiotendfiave been unrelated or disproportionate tofpleeating performance of those companies. Thesalbrarket
and industry fluctuations, as well as general enunppolitical and market conditions such as reioess interest rate changes or international cayrdluctuations,
may cause the market price of shares of our constamk to decline. If the market price of shareswf common stock after this offering does not egdie initial
public offering price, you may not realize any reton your investment in us and may lose somelaf gour investment. In the past, companies tlaieh
experienced volatility in the market price of thgtock have been subject to securities class alitigation. We may be the target of this typeitightion in the
future. Securities litigation against us could tesBusubstantial costs and divert our managensesitention from other business concerns, whicldcseriously harr
our business.

If securities or industry analysts do not publislkesearch or reports about our business, or if théyaoge their recommendations regarding our stock
adversely, our stock price and trading volume coudlecline.

The trading market for our common stock will bduehced by the research and reports that industsgeurities analysts publish about us or our lassinlf
one or more of the analysts who cover us downgoadestock, our stock price would likely declineolie or more of these analysts cease coverage acbowpany
or fail to regularly publish reports on us, we abldse visibility in the financial markets, whiah furn could cause our stock price or trading vaumdecline.

Substantial future sales of our common stock in thablic market could cause our stock price to fall.

Additional sales of our common stock in the pubtiarket after this offering, or the perception tthetse sales could occur, could cause the marleg pfiour
common stock to decline. Upon the completion of thffering, we will have 24,048,849 shares of comratock outstanding, assuming no exercise of our
outstanding options. All shares sold in this offgrivill be freely transferable without restrictionadditional registration under the Securities #fc1933, or the
Securities Act, except for any shares held by diilrades as defined in Rule 144 under the Secesithct. The remaining 17,248,849 shares of comrtomks
outstanding after this offering will be eligiblerfsale at various times beginning 180 days afterdite of this prospectus upon the expiration df-lap agreements
as described below and subject to vesting requinésrend the requirements of Rule 144 or Rule 701.

Our directors, executive officers and substantiallyf our stockholders have agreed with limitedeptions that they will not sell any shares of awon stoct
owned by them without the prior written consenMadrgan Stanley & Co. Incorporated and Deutsche Baedurities Inc., on behalf of the underwriters,dgeriod
of 180 days from the date of this prospectus. Attame and without public notice, Morgan Stanleyl@eutsche Bank may in their sole discretion redesmsme or
all of the securities from these lock-up agreemernits to the expiration of the lock-up period. Aesale restrictions end, the market price of ounmon stock could
decline if the holders of those shares sell themremperceived by the market as intending to kelint In addition, after this offering, the holdefsapproximately
14,851,170 shares of common stock, including sharbs issued upon the conversion of the prefesteck, and upon the exercise of warrants to puechhares of
our capital stock, will be entitled to contractuights to cause us to register the sale of thoaeeshunder the Securities Act. All of these sharessubject to the 180-
day lock-up period. Registration of these shareteun
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the Securities Act would result in these sharesivéung freely tradable without restriction under Becurities Act immediately upon the effectivenefsthe
registration statement. We also intend to filegisteation statement on Form S-8 under the SeesrAit to register approximately 2,000,000 sharekeuour 2010
Stock Incentive Plan.

As a new investor, you will experience immediatedasubstantial dilution.

Purchasers in this offering will immediately exgerce substantial dilution in net tangible book ealBecause our common stock has in the past bédatso
prices substantially lower than the initial pubditering price that you will pay, you will suffemimediate dilution of $7.01 per share in net targylimok value. The
exercise of outstanding options and warrants msyltrén further dilution.

Management may apply our net proceeds from this dffg to uses that do not increase our market valoeimprove our operating results.

We intend to use our net proceeds from this ofefar general corporate purposes, including asigdetermined amounts related to working capital and
capital expenditures. Our management will have idenable discretion in applying our net proceeds you will not have the opportunity, as part of ygwestmen
decision, to assess whether we are using our neepds appropriately. Until the net proceeds weivecare used, they may be placed in investmeatsithnot
produce income or that lose value. We may use eupimceeds for purposes that do not result inirengase in our results of operations, which caaldse the pric
of our common stock to decline.

We may not be able to obtain capital when desiredavorable terms, if at all, or without dilution tour stockholders and our failure to raise capitalhen
needed could prevent us from executing our growtrategy.

In the absence of this offering, we believe thatexisting cash and cash equivalents, and castsffoywn our operating activities, will be sufficielatmeet ou
anticipated cash needs for at least the next 12hmoWe operate in an industry, however, that makegprospects difficult to evaluate. It is possitiiat we may nc
generate sufficient cash flow from operations dreolvise have the capital resources to meet ourddapital needs. If this occurs, we may need andit financing
to execute on our current or future business giedeincluding to:

. invest in our research and development effortsibgdhadditional technical and other personnel;
. expand our operating infrastructure;

. acquire complementary businesses, products, sereiceechnologies; or

. otherwise pursue our strategic plans and respoodrpetitive pressures.

If we raise additional funds through the issuanfcequity or convertible debt securities, the petaga ownership of our stockholders could be sigaiftly
diluted, and these newly-issued securities may hiais, preferences or privileges senior to thafsexisting stockholders, including those acquirstgres in this
offering. If we raise additional funds by obtainilogins from third parties, the terms of those firiag arrangements may include negative covenanither
restrictions on our business that could impairaperational flexibility, and would also require tasincur interest expense. We have not made arraeges to obtain
additional financing and there is no assuranceatditional financing will be available on termsdaable to us, or at all. If adequate funds areavailable or are
not available on acceptable terms, if and when e@&edur ability to fund our operations, take adagetof unanticipated opportunities, develop or anbaur
products, or otherwise respond to competitive presscould be significantly limited.
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Delaware law and our corporate charter and bylawalwontain anti-takeover provisions that could delay or discourag&eover attempts that stockholde
may consider favorable.

Provisions in our certificate of incorporation amgdaws, that we intend to adopt before the comgetif this offering, may have the effect of delayor
preventing a change of control or changes in ouragament. These provisions include the following:

the right of our board of directors to elect a dice to fill a vacancy created by the expansioonwfboard of directors;
the classification of our board of directors sat haly a portion of our directors are elected epehr, with each director serving a three-year term;

the requirement for advance notice for nominationslection to our board of directors or for prepg matters that can be acted upon
stockholder meeting;

the ability of our board of directors to alter diylaws without obtaining stockholder approval;

the ability of our board of directors to issue,witit stockholder approval, up to 10,000,000 shaf@seferred stock with rights set by our board of
directors, which rights could be senior to those@mhmon stock

the required approval of holders of at least twiodthof the shares entitled to vote at an eleatibdirectors to adopt, amend or repeal our bylaws o
amend or repeal the provisions of our certificdtacorporation regarding the election and remafalirectors and the ability of stockholders togak
action by written consent; al

the elimination of the right of stockholders tol@bpecial meeting of stockholders and to takmadiy written consent.

In addition, because we are incorporated in Delayae are governed by the provisions of Sectiond@Be Delaware General Corporation Law. These
provisions may prohibit or restrict large stocktestg] in particular those owning 15% or more of autstanding voting stock, from merging or combinwigh us.
These provisions will be in our certificate of imporation and bylaws and under Delaware law coiddalirage potential takeover attempts and couldaethe
price that investors might be willing to pay forasés of our common stock in the future and resuttiur market price being lower than it would withthese

provisions.

We do not currently intend to pay dividends on ownemon stock and, consequently, your ability to ae¥e a return on your investment will depend on
appreciation in the price of our common stock.

We have never declared or paid any cash dividendsiocommon stock and do not currently intenddead for the foreseeable future. We currently idten
invest our future earnings, if any, to fund ourwgtio. Therefore, you are not likely to receive amjidends on your common stock for the foreseealiieré and the
success of an investment in shares of our comnuwk still depend upon any future appreciation inrthelue. There is no guarantee that shares otommon
stock will appreciate in value or even maintain phiee at which our stockholders have purchaseid shares.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statem#érasinvolve risks and uncertainties. The forwkroking statements are contained principally in the
sections entitled “Prospectus Summary,” “Risk Fesstd'Management'’s Discussion and Analysis of Finah€ondition and Results of Operations” and “Bess.”
In some cases, you can identify forward-lookindesteents by terms such as “may,” “might,” “will,” bgective,” “intend,” “should,” “could,” “can,” “wold,”
“expect,” “believe,” “estimate,” “predict,” “poterdl,” “plan,” or the negative of these terms, aimdikar expressions intended to identify forward#atg statements.
These statements reflect our current views witheesto future events and are based on assumgi@hsubject to risks and uncertainties. Given thesertainties,
you should not place undue reliance on these faaking statements. Forward-looking statementhishe, but are not limited to, statements about:

. anticipated trends and challenges in our businedgtee markets in which we operate, including tleekat for 40G and 100G high-speed analog
semiconductor solution

. our plans for future products, such as our iMB ogkland data recovery, or CDR, and serializer-dalgser, or SERDES, products, and enhancements
of existing products

. our expectations regarding our expenses and reyarmaieding our expectations that our researchdenklopment, sales and marketing and general anc
administrative expenses may increase in absolutarsit

. our anticipated cash needs and our estimates liegavdr capital requirements and our needs fortamdil financing, as further discussed under
“Managemer’'s Discussion and Analysis of Financial Conditiod &esults of Operatio—Operating and Capital Expenditure Requiren™;

. our anticipated growth strategies, including thdsscribed under “Business—Our Strategy”;

. our ability to retain and attract customers, patédy in light of our dependence on a limited nienbf customers for a substantial portion of our
revenue

. the anticipated costs and benefits of our recemuiaition of Winyatek Technology Inc.; and

. our expectations regarding competition as morelamgr semiconductor companies enter our marketsaarexisting competitors improve or expand

their product offerings

These statements involve known and unknown risksetainties and other factors which may causeaotual results, performance or achievements to be
materially different from any future results, perfmnces or achievements expressed or implied bfotierd-looking statements.

We discuss many of these risks in this prospectggeater detail under the heading “Risk Factoksd, these forward-looking statements represent ou
estimates and assumptions only as of the dateépthspectus. Unless required by U.S. federalrgezsilaws, we do not intend to update any of ¢hiesward-
looking statements to reflect circumstances or ®viédrat occur after the statement is made.

You should read this prospectus and the documbatsie reference in this prospectus and have diteelxhibits to the registration statement, of whids
prospectus is a part, completely and with the ustdading that our actual future results may be risdiie different from what we expect. We qualifyl af our
forward-looking statements by these cautionaryestants.

The market data and certain other statistical médion used throughout this prospectus are baséudependent industry publications, governmental
publications, reports by market research firmsthepindependent sources. Some data are also basmg good faith estimates.
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USE OF PROCEEDS

We estimate that we will receive net proceeds ftoim offering of approximately $73.9 million, aftéeducting the underwriting discounts and commissio
and estimated offering expenses payable by us.

The principal purposes for this offering are torease our working capital, create a public mar&ebfir common stock, facilitate our access to thigip
capital markets and increase our visibility in cuarkets.

We intend to use our proceeds from this offeringgeneral corporate purposes, including workingteapnd capital expenditures. The amount and nah
these expenditures will vary depending on a nurobéactors, including competitive and technologidalelopments and the rate of growth, if any, oflmusiness.
In addition, we also may use a portion of the nmeteeds to acquire complementary businesses, gedutechnologies. However, we are not currently
contemplating any such acquisitions other thanaequisition of Winyatek Technology Inc., which @dson June 30, 2010.

As of the date of this prospectus, however, we meteletermined all of the anticipated uses forgleeeeds of this offering or the amounts that vitle w
actually spend on the uses set forth above. Thaiatamd timing of actual expenditures may vary ifigantly depending upon a number of factors, idohg the
amount of cash generated from our operations, cttiveeand technological developments and the o&growth, if any, of our business. Accordingly,rou
management will have significant flexibility in dgmg the net proceeds of this offering. Pending akthe net proceeds as described above, we ihdengest the
net proceeds of this offering in short-term, ingeearing, investment-grade securities.

DIVIDEND POLICY

We have never declared or paid any cash dividendshares of our capital stock. The holders of amvertible preferred stock are entitled to noncuatiué
dividends per annum of $6.5 million when and ifldeed by our board of directors. After the $6.5limil per year dividend payments, if any, have beexle in a
full calendar year, the holders of all of our cortime preferred stock participate with the holdef®ur common stock on an as-converted commorkgiasis in
dividends declared by our board of directors.

We expect to retain all of our earnings to finatteeexpansion and development of our business andiomot currently intend to pay any cash dividens
our capital stock in the foreseeable future. Owrb®f directors will determine future dividendsany.
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CAPITALIZATION

The following table describes our capitalizatioroaSeptember 30, 2010:
. on an actual basis;

. on a pro forma basis to give effect to the issuaridet, 795,412 shares of common stock upon theearsion of all of our outstanding shares of
preferred stock, and to give effect to the conwersif warrants to purchase convertible preferredisinto warrants to purchase common stock and the
filing of our amended and restated certificatenairporation upon the completion of this offeriagd

. on a pro forma as adjusted basis to give effettidqro forma conversion described above and tleeocsmhares of common stock in this offering, afte
deducting the underwriting discounts and commissamd estimated offering expenses payable b

You should read this table together with “Managenseadiscussion and Analysis of Financial Conditiord&Results of Operations” and our consolidated
financial statements and the related notes apgeatg@where in this prospectus.

As of September 30, 201

Pro Forma
Actual Pro Forma As Adjusted
(in thousands, except share an
per share data)

Preferred stock warrant outstand $ 34 $ — $ o
Convertible and redeemable convertible preferredkst$0.001 par value per share; 34,603,385 slarthorized;

14,795,412 shares issued and outstanding, actuahares authorized, issued or outstanding, prod@nd

pro forma as adjuste 82,15¢ — —
Stockholder equity (deficit):
Preferred stock, $0.001 par value per share; neestaaithorized, issued or outstanding, actual;0I)0®0 shares

authorized, no shares issued or outstanding, prog@nd pro forma as adjust — — —
Common stock, $0.001 par value per share; 60,00G08res authorized; 2,453,437 shares issued and

outstanding, actual; 500,000,000 shares authoriZ&@248,849 shares issued and outstanding, preafcand

24,048,849 shares issued and outstanding, pro fasnaajuste: 2 17 24
Additional paic-in capital 8,341 90,52( 164,40:
Accumulated defici (37,619 (37,619 (37,619
Accumulated other comprehensive incc 197 197 197

Total stockholder equity (deficit) (29,079) (518}, LAl 127,00:

Total capitalizatior $53,11¢ $53,11¢ $127,00:

The actual, pro forma and pro forma as adjusteatinétion set forth in the table:

. excludes 6,557,040 shares of common stock issugole the exercise of options outstanding as ofedelpér 30, 2010, at a weighted average exercise
price of $3.68 per shar

. excludes 38,571 shares of common stock issuable tiygoexercise of warrants outstanding as of Sdptei30, 2010, at an exercise price of $1.54 per
share;

. excludes 17,187 shares issuable upon the exeifcigarants to purchase convertible preferred statk, weighted average exercise price of $7.96 per

share, which warrants will convert into warrantptochase 17,187 shares of common stock upon theletion of this offering
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. excludes 2,000,000 shares of common stock reséovédture issuance under our 2010 Stock Incerfilan as well as shares originally reserved for
issuance under our 2000 Stock Plan, but which neapime available for awards under our 2010 Stocgrtiee Plan as described below, which plan
will become effective in connection with this offegy and contains provisions that will automaticatigrease its share reserve each year, as moye full
described ir* Executive Compensati—Employee Benefit Pla’”; and

. assumes no exercise of the option to purchaseiaulishares granted to the underwriters.

As of September 30, 2010, 159,614 shares remaiveglhble for future issuance under our 2000 Stdek PUpon the completion of this offering, no stsaoé
our common stock will remain available for futussuance under our 2000 Stock Plan. Shares origireerved for issuance under our 2000 Stock Riamvhich
are not issued or subject to outstanding grantherffective date of our 2010 Stock Incentive Pard shares subject to outstanding options oeitore restriction
under our 2000 Stock Plan on the effective dateuof2010 Stock Incentive Plan that are subsequémtigited or terminated for any reason before peirercised,
up to a number of additional shares not to exc@&J5¥ 1 will become available for awards under dit@Stock Incentive Plan upon the completion of tiffering.
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DILUTION

Our pro forma net tangible book value as of Septm3b, 2010 was $46.1 million, or $2.67 per shdmmmon stock. Pro forma net tangible book valee p
share represents the amount of our total tangideta less total liabilities, divided by the prenfi@a number of shares of common stock outstandssyraing the
issuance of 14,795,412 shares of common stock tipppaonversion of all of our outstanding shareSerfies A preferred stock, Series B preferred stSekies C
preferred stock, Series D preferred stock and Sé&ripreferred stock, and to give effect to the eosion of warrants to purchase convertible preéesteck into
warrants to purchase common stock. Net tangiblé batue dilution per share represents the diffeedmetween the amount per share paid by purchasshsues of
common stock in this offering and the pro formataegible book value per share of common stock idiately after completion of this offering on a gooma as
adjusted basis. After giving effect to the saléhef shares of common stock by us at the initialipudifering price of $12.00 per share, and aftedacting the
underwriting discounts and commissions and estichatfering expenses payable by us, our net tangibtk value as of September 30, 2010 would have bee
$120.0 million, or $4.99 per share of common stddkis represents an immediate increase in nethiénbbok value of $2.32 per share of common stoakxisting
common stockholders and an immediate dilution intaegible book value of $7.01 per share to nevestors purchasing shares of common stock in tifiésiog.

The following table illustrates this per share tdn:

Initial public offering price per sha $12.0¢
Pro forma net tangible book value per share befaseoffering $2.67
Increase in pro forma net tangible book value pere attributable to new investc _2.3¢
Pro forma net tangible book value per share dfiisrdffering 4.9¢
Dilution in pro forma net tangible book value pbeee to new investol $ 7.01

If the underwriters exercise their own over-allottheption in full, the pro forma net tangible boedue per share of our common stock after givirigafto
this offering would be approximately $5.24 per shand the dilution in pro forma net tangible beakue per share to investors in this offering woléd
approximately $6.76 per share of common stock.

The following table summarizes as of Septembe28@0, on the pro forma basis described above,uh#er of shares of common stock purchased from us,
the total consideration paid and the average meceshare paid by existing and new investors pwingashares of common stock in this offering, befdeducting
the underwriting discounts and commissions ananeséd offering expenses.

Shares Purchasec Total Consideration Average Price
Number Perceni Amount Perceni Per Share
Existing stockholder 17,248,84 72% $ 83,545,40 51% $ 2.0¢€
New investors 6,800,001 28 81,600,00! 49 12.0C
Total 24,048,84 100.(% $165,145,40 100.(%

The table above assumes no exercise of the omtiparthase additional shares granted to the undersur
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If the underwriters’ option to purchase additiosléres is exercised in full, the number of shaeds by existing stockholders will be reduced to 680the
total number of shares of common stock to be oudtg upon completion of this offering, and the fnemof shares of common stock held by investorigiaating
in this offering will be further increased to 7,8Q00, or 31% of the total number of shares of comistock to be outstanding.

The table above excludes:

. 6,557,040 shares of common stock issuable upoexéeeise of options outstanding as of Septembe2@D0, at a weighted average exercise price of
$3.68 per share

. 38,571 shares of our common stock issuable upoaxécise of warrants outstanding as of Septembe2(@®L0, at an exercise price of $1.54 per share;

. 17,187 shares issuable upon the exercise of wartamurchase convertible preferred stock, at @hted average exercise price of $7.96 per share,
which warrants will convert into warrants to purska 7,187 shares of common stock upon the complefithis offering;

. amounts paid by us in connection with the repurehsfeiture or cancellation of shares of commimrls; and

D 2,000,000 shares of common stock reserved fordugsuance under our 2010 Stock Incentive Plaweilsas shares originally reserved for issuance

under our 2000 Stock Plan but which may becomeahlaifor awards under our 2010 Stock IncentivenRlia described below, which plan will beco
effective in connection with this offering and caimis provisions that will automatically increaseshare reserve each year, as more fully desciribed
“Executive Compensati—Employee Benefit Plar”

To the extent that any outstanding options or wesrare exercised, there will be further dilutiomew investors.

As of September 30, 2010, 159,614 shares remaiveglhble for future issuance under our 2000 Stdek PUpon the completion of this offering, no stsaoé
our common stock will remain available for futussuance under our 2000 Stock Plan. Shares origireserved for issuance under our 2000 Stock Riamhich
are not issued or subject to outstanding grantherffective date of our 2010 Stock Incentive Pard shares subject to outstanding options oeitore restriction
under our 2000 Stock Plan on the effective dateuof2010 Stock Incentive Plan that are subsequémtigited or terminated for any reason before peirercised,
up to a number of additional shares not to exc@8d5¥1, will again become available for awards urde 2010 Stock Incentive Plan upon the completibthis
offering.
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UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION

On June 30, 2010, we acquired all of the outstandirares of Winyatek Technology Inc., or WinyagK,aiwanese company, in exchange for $7.9 million o
consideration comprised of $3.3 million in cash 818,713 shares of Series E preferred stock vadt&d.5 million. Winyatek is primarily engaged hretresearch,
design, development, manufacture and sale of Né&a&hRController System-On-Chip, secure digital/imuiédia card controller and card reader products.

The accompanying unaudited pro forma combined firzstatements reflect the acquisition of Winyatiskng the acquisition method of accounting in
accordance with U.S. Generally Accepted Accouninigciples, or GAAP. Pro forma data is based omenily available information and certain estimaied
assumptions as explained in the notes to the utealigio forma combined financial statements. Prméodata is not necessarily indicative of the foahresults
that would have been attained had the acquisitbonarred on January 1, 2009. As actual adjustnmaagsdiffer from the pro forma adjustments, the famona
amounts presented should not be viewed as indeafioperations in future periods. The unauditedfprma combined financial information does noteef any
cost savings, operating synergies or revenue eehaats that the combined company may achieve esu#t of the acquisition.

The unaudited pro forma combined statements ofatipeis for the year ended December 31, 2009 anditieemonths ended September 30, 2010 illustra
effect of the acquisition of Winyatek as if the arsition had occurred on January 1, 2009. The uitedigiro forma combined statement of operationgteryear
ended December 31, 2009 combines the audited statevhoperations of Winyatek for the year endedddeber 31, 2009 and our audited statement of apesat
for the year ended December 31, 2009. The unaugiteébrma combined statement of operations fomihe months ended September 30, 2010 combines the
unaudited statement of operations of Winyatekliergeriod from January 1, 2010 to June 30, 20Eddé#te of acquisition, and our unaudited staterokoperation:
for the nine months ended September 30, 2010. &futictional currency of Winyatek is the New Taiw2ollar, the statement of operations information of
Winyatek for the year ended December 31, 2009 anehanths ended June 30, 2010 have been trandtatmdNew Taiwan dollars into US Dollars using the
average exchange rates for the periods of $0.08@%@031, respectively. The unaudited pro formalgioed financial information has been adjusted te @iffect to
pro forma events that are (1) directly attributabl¢he acquisition, (2) factually supportable, é8pexpected to have a continuing impact on ounlwioed results.
The detailed assumptions used to prepare the pmafinancial information are contained in the sdi@ the unaudited pro forma combined financiakstents, and
such assumptions should be reviewed in their @ntire

The pro forma combined financial statements andmapanying notes thereto should be read togethérauit financial statements for the year ended
December 31, 2009 and nine months ended Septerah2080, and Winyatek’s financial statements ferybar ended December 31, 2009, included elsevitere
this prospectus.

35



Table of Contents

Inphi Corporation and Subsidiaries

Unaudited Pro Forma Combined Statement of Operatioa
For the Nine Months Ended September 30, 2010

Inphi Corporation
Nine Months Endec

September 30,

Thousands of dollars except per share amou Hisztgrli?:al
Revenue $ 41,65¢
Revenue from related par 20,38¢

Total revenue 62,047
Cost of revenu 22,08¢
Gross profit 39,96!
Operating expens:
Research and developme 16,91
Sales and marketir 6,471
General and administratiy 6,80:%
Amortization of intangible ass —

Total operating expen: 30,18¢
Income (loss) from operatiol 9,77¢
Other income (expens 63
Income (loss) before income tax 9,83¢
Provision (benefit) for income tax (13,317

Net income (loss $ 23,15¢

Net income allocable to common stockholc $ 2,51¢
Net income per shar

Basic $ 1.1

Diluted $ 0.4¢€
Weightedaverage shares used in computing net incom

share:
Basic 2,183,26°
Diluted 5,634,60:
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Winyatek
Technology Inc.
Six Months Endec

June 30,
2010
Historical

$ 1,12¢
1,12¢

797

32¢€

452
16¢€
17¢
122
92z

(597)
_ &
(601)

$ (601)

Pro Forma
Adjustment

(Note 2)

10C (b)
(100)

73 (c)
(219(d)
(123)(a)
(26¢)

16¢

16¢

5 tec
0

Inphi
Corporation
Pro Forma Nine

Months Ended
September 30,
2010

$ 42,78:
20,38¢
63,17(
22,98¢
40,18

17,36¢

6,71:

6,765

30,83¢

9,34¢

59

9,407
(13,31)

22,72

2,45¢

& ||

©“

ILiLE
0.44

&

2,183,26°
5,634,60:
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Inphi Corporation and Subsidiaries

Unaudited Pro Forma Combined Statement of Operatioa
For the Year Ended December 31, 2009

Inphi
Corporation
For the Year

Ended
December 31

Thousands of dollars except per share amou Hisztg(rji(g:al
Revenue $ 37,617
Revenue from related par 21,23t
Total revenue 58,85:
Cost of revenu 21,26¢
Gross profit 37,58
Operating expens:
Research and developme 17,84
Sales and marketir 7,704
General and administratiy 3,94
Amortization of intangible ass —
Total operating expen: 29,49¢
Income (loss) from operatiol 8,08t
Other income (expens 73
Income (loss) before income tax 8,15¢
Provision (benefit) for income tax: 82¢
Net income (loss $  7,32¢
Net income allocable to common stockholc $  13C
Net income per shar
Basic $ 0.0¢€
Diluted $ 0.0t
Weighte(-average shares used in computing net income pes::
Basic 1,668,871
Diluted 2,785,227
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Winyatek
Technology Inc

For the Year
Ended
December 31,
2009 Historical

$ 1,57¢
1,57¢

824

751

Inphi

Corporation

Pro Forma

for the Year

Pro Forma Ended
Adjustment December 31
(Note 2) 2009

$ — $ 39,192
— 21,23¢
— 60,427
20C (b) 22,29:
(200 38,13¢
— 18,96¢
14€ (c) 8,38:
— 4,51¢
(287)(a) —
(141 31,86¢
(59 6,26¢
- = 1
(59 6,33¢
(329)(e) 501
(®) =
1,668,871
2,785,27
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Inphi Corporation
Notes to the Unaudited Pro Forma Combined FinanciaBtatements
(Amounts in thousands except share and per share amnts)
1. General

On June 30, 2010, the Company acquired all of thistanding shares of Winyatek Technology, Inc. (‘yih exchange for consideration of $7.9 million
comprised of $3.3 million in cash and 313,713 shafeSeries E Preferred stock valued at $4.5 millwTl is primarily engaged in the research, design
development, manufacture and sale of Nand Flashr@lter System-On-Chip, secure digital/multi-medad controller, and card reader products.

The Company issued 313,713 shares of Series Ergréfstock that has a total fair value of $4.5inllbased on a valuation performed as of June ®),2
the acquisition date.

The following table summarizes the purchase prilceation on June 30, 2010:

Net assets acquire

Cash $ 80¢
Receivable: 174
Inventories 492
Other current asse 10C
Property and equipme 68
Customer relationshig 73C
Developed technolog 80C
In-process research and developn 11C
Other noncurrent asse 34
Accounts payable and accrued expet (539
Deferred tax liabilities, ne @7y
Total identifiable net asse 2,601
Goodwill 5,281

$7,88:

The acquisition of WTI includes a contingent coesation arrangement that requires additional camatibn to be paid by the Company based on achient
of certain revenue and gross margin metrics of \OHr the three fiscal quarters starting July 1,20he amount of contingent consideration, if dayayable on
or before May 15, 2011. The amount of considerati@nCompany could pay under the agreement ramges$0 to $2 million. The fair value of the contarg
consideration on the acquisition date was deterdniade insignificant as the probability of WTI &¥ing the revenue and gross margin requiremernte.
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Inphi Corporation

Notes to the Unaudited Pro Forma Combined FinanciaBtatement—(Continued)
(Amounts in thousands except share and per share amunts)

Identifiable intangible assets consist of develo@athnology of $800 and customer relationships7@&0 The Company used a relief-from-royalty mettwd
value developed technology, based on market-derwgalties for similar fundamental technologieseTklief-from-royalty method estimates the cosiirsgy that
accrue to the owner of an intangible asset thatidvotherwise be payable as royalties or license eerevenues earned through the use of the a$setoyalty rate
used is based on an analysis of licensing agresmelated to similar technologies. Revenue is ptefover the expected remaining useful life ofdeeeloped
technology. The market-derived royalty rate is thpplied to estimate the royalty savings. Custorakationships represent future projected revenagwiil be
derived from sales of products to existing cust@mBeveloped technology and customer relationshihde amortized on a straight-line method, which
approximates the pattern of economic consumptiar their estimated useful lives as follows:

Developed technology 4 years
Customer relationships 5 years

The Company capitalized $110 of in-process reseandhdevelopment (“IPR&D”) costs related to the VéEhuisition. Upon completion of the projects, the
related IPR&D assets will be amortized over thetireated useful lives. If any of the projects abaredoned, the Company will be required to imparrilated
IPR&D asset. The fair value of IPR&D was deterministhg the relief-from-royalty method similar teetprocess as discussed above.

The Company incurred acquisition costs of $219 Whvere included in general and administrative espen the Company’s statement of operations for the
nine months ended September 30, 2010.

On July 14, 2010, the Company granted 147,198 giptibns to WTI employees with an exercise pric8b2.02. The stock-based compensation expense
related to these stock options was not includeal @® forma adjustment.

2. Pro Forma Adjustments to the Unaudited Pro FormaCombined Statement of Operations

Pro forma adjustments to the Unaudited Pro Fornmalidoed Statement of Operations for the nine moettged September 30, 2010 and the year ended
December 31, 2009 assume the acquisition was canated on January 1, 2009.

The unaudited pro forma combined statements ofatipers have been adjusted as follows:
(@) Elimination of WT’s historical intangible asset amortization expe
D January 1, 2010 to June 30, 2010, $123

. January 1, 2009 to December 31, 2009, $287

(b)  Amortization expense related to the fair value @feloped technology acquire
. January 1, 2010 to June 30, 2010, $100

D January 1, 2009 to December 31, 2009, $200

(c) Amortization expense related to the fair valuewstomer relationships acquire
. January 1, 2010 to June 30, 2010, $73

. January 1, 2009 to December 31, 2009, $146
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Inphi Corporation

Notes to the Unaudited Pro Forma Combined FinanciaBtatement—(Continued)
(Amounts in thousands except share and per share amunts)

(d) Elimination of acquisition costs of $219 includedtihe Company’s statement of operations for the mionths ended September 30, 2010 as they will
not have a continuing impact on the combined res

(e) Adjustment to the tax provision as a result of fdluation allowance recognized against deferredtaets and deferred tax liabilities related & th
intangible assets recorded in purchase accour

) Reduction in net income allocable to common stotkdrs as a result of increased allocation of nedime to Series E preferred shal
. January 1, 2009 to December 31, 2009, $240

The unaudited pro forma combined statements ofatipeis for the nine months ended September 30, 20d@he year ended December 31, 2009 do not
include the effect on interest income related ®$8.3 million in cash consideration as the am@inbt deemed material.
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SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial dgttauld be read together with “Management’s Discumsaind Analysis of Financial Condition and Resufts o
Operations” and our consolidated financial stateimand related notes included elsewhere in thisgactus. The selected balance sheet data as ofmbec81,
2008 and 2009, and the selected statements oftaperalata for each of the years ended Decembe2@7,, 2008 and 2009, have been derived from oditexu
financial statements included elsewhere in thispectus. The selected balance sheet data as ofnbec&1, 2005, 2006 and 2007 and the selectedrstate of
operations data for the years ended December 85, &0d 2006 have been derived from our auditedhfilsh statements not included in this prospecttie Jelected
consolidated balance sheet data as of Septemb2030,and the selected consolidated statemenfsestions data for the nine months ended Septe&the&2009
and 2010 have been derived from our unaudited diolased financial statements included elsewheithigprospectus. Historical results are not necégsa
indicative of the results to be expected in theretand results of interim periods are not necédgsadicative of results for the entire year.

Nine Months Ended
Year Ended December 31 September 30,

2005 2006 2007 2008 2009 2009 2010
(in thousands, except share and per share dat

Statement of Operations Data

Revenue $ 6,61¢ $ 19,74: $ 31,68 $ 32,723 $ 37,610 $ 26,21 $ 41,65¢
Revenue from related pai(®) 18 1,551 4,55¢€ 10,225 21,23t 15,47¢ 20,38¢

Total revenue 6,63¢€ 21,29¢ 36,231 42,95¢ 58,85: 41,69: 62,047
Cost of revenu(® 2,714 11,24« 16,02¢ 19,24¢ 21,26¢ 14,72¢ 22,08¢
Gross profit 3,92: 10,05/ 20,20¢ 23,70¢ 37,58 26,96« 39,96!
Operating expens:

Research and developm¢d?) 10,29¢ 11,64¢ 17,33: 17,501 17,847 13,74¢ 16,911

Sales and marketir() 2,031 3,19( 5,157 6,33¢ 7,70¢ 5,43¢ 6,471

General and administrati(2) 1,27C 2,44¢ 2,96¢€ 3,16¢ 3,947 2,65] 6,808

Total operating expen 13,60¢ 17,28: 25,45t 27,00¢ 29,49¢ 21,83t 30,18¢

Income (loss) from operatiol (9,68]) (7,227) (5,24¢) (3,309 8,08t 5,12¢ 9,77¢

Other income (expens 19¢€ 40% (95) (124) 73 2 63
Income (loss) before income tax (9,487 (6,827) (5,34)) (3,429 8,15¢ 5,131 9,83¢
Provision (benefit) for income tax(3) — — — — 82¢ 52t (13,31))

Net income (loss $ (948) $ (682) $ (534) $ (3420 $ 7,32¢ $  4,60¢ $  23,15¢
Net income (loss) allocable to common stockholi $ (9,489 $ (6,82 $ (534) $ (3429 $ 13C $ — $ 2,51¢
Net income (loss) per shai

Basic $ (2829 $ (1639 $ (65) $ (260 % 00¢ $ — 3 1.1

Diluted $ (282 $ (163 $ (65) $_ (260 $ 0.0f $ — $ 0.4€
Weightet-average shares used in computing net income (esshare

Basic 335,32 417,23: 813,29( 1,289,43: 1,668,87 1,623,981 2,183,26'

Diluted 8851828 417,23: 813,29( 1,289,43: 2,785,27 3,016,65! 5,634,60
Pro forma net income per share (unaudit

Basic() $ 0.4¢ $ 1.37

Diluted (4) $ $ 1.14
Weightec-average shares used in computing pro forma netiaqeer share

Basic(4) 16,150,57 16,771,83

Diluted ¥ 17,266,97 20,223,17

(1) Revenue from related party consists of revenue fBamsung, which, together with associated entttielsls over 13% of our outstanding shares of comstock.

Footnotes continued on the following pa

41



Table of Contents

As of December 31

2009

As of
September 3C

2010

2005
Balance Sheet Data

Cash and cash equivalel $ 12,58¢
Working capital 13,25¢
Total asset 19,287
Total liabilities 3508
Convertible preferred stoc 67,56¢

Total stockholder equity (deficit)

Footnotes continued from the prior pay

(2) Stoclk-based compensation expense is included in ourtsesubperations as follow

$(51,85) $(58,07 $(62,01) $(63,807)

As of December 31

$ 19,06:
20,05¢
34,47
11,58¢
77,61¢

25,58
27,084
73,76
20,68!
82,154

$(54,73) $ (29,079

Nine Months Ended

September 30

200t

Operating expenses

Cost of revenu $—

Research and developme
Sales and marketir
General and administratiy

per share amount

42

2009

$

31z
15€
314

(3) The provision (benefit) for income taxes for theyended December 31, 2009 and the nine monthslSefgember 30, 2010 included the releases
reversals of valuation allowances against defetagdssets provided in prior periods. Please seehto the notes to our consolidated financiakstents

(4) Please see note 8 to the notes to our consolifiatattial statements for an explanation of the méthsed to calculate net income allocable to prefer
stockholders and net (loss) income allocable tomomstockholders, including the method used toutate the number of shares used in the computafitime

2010

$ 59

911
324
48¢
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our finahcondition and results of operations should bad in conjunction with the consolidated financial
statements and related notes thereto includedigypgiospectus. In addition to historical informaticthis discussion and analysis contains forwarokiag
statements that involve risks, uncertainties arsliegptions. Our actual results could differ matdyidfom those discussed in the forward-lookingestants. We
discuss factors that we believe could cause orrimrte to these differences below and elsewhetbignprospectus, particularly in the “Risk Factorséction.

Overview

We are a fabless provider of high-speed analogam@rductor solutions for the communications and astmg markets. Our analog semiconductor solutions
provide high signal integrity at leading-edge dsgaeds while reducing system power consumption.s@miconductor solutions are designed to addrazdwieth
bottlenecks in networks, maximize throughput andimize latency in computing environments and enéierollout of next generation communications and
computing infrastructures. Our solutions providétal high-speed interface between analog signadsdigital information in high-performance systesngh as
telecommunications transport systems, enterprisganking equipment, datacenter and enterprise sgrgerage platforms, test and measurement equipeanel
military systems. We provide 40G and 100G high-dps®alog semiconductor solutions for the commuidoatmarket and high-speed memory interface salatio
for the computing market. We have a broad prododfqio with 17 product lines and over 170 produas of December 31, 2009. We have ongoing, informa
collaborative discussions with industry and tecbgglleaders such as AMD, Alcatel-Lucent, Huawei btel to design architectures and products thatesol
bandwidth bottlenecks in existing and next genenatiommunications and computing systems. Althoughda not have any formal agreements with theséesti
we engage in informal discussions with these @stitvith respect to anticipated technological cinglés, next generation customer requirements ancsind
conventions and standards. We help define indestnyentions and standards within the markets wgetdy collaborating with technology leaders, OEBstems
manufacturers and standards bodies.

The history of our product development and salesmarketing efforts is as follows:

. From 2000 to 2002, we were primarily engaged indieeelopment of our core higdpeed analog products and proprietary system aotbhie models t
address bottlenecks in emerging network architestuspecifically, during this period, we developed shipped our 50 GHz MUX and DEMUX
products. During this period, we also began devakt work on our initial 40G produci

. In 2003, we introduced and shipped 13G, 25G andI6@{ products, 20G MUX and 40G transimpedanceldies and modulator drivers for the
communications, test and measurement and militamkets. During this period, we also began the dgraknt of our first generation high-speed PLLs
and register solution used primarily in conjunctimith double data rate 2, or DDR2, modules for¢bmputing market

. In 2005, we introduced and shipped our high-spedd Rnd register solution used primarily in conjtio with DDR2 modules for the computing
market.
. In 2006, we began development of our second geaersingle chip high-speed PLLs and register sotutd be used primarily in conjunction with

double data rate 3, or DDR3, modules for the compgunarket and were the first to introduce thisduret to the market. In addition, we introduced and
shipped trac-anc-hold amplifiers for the communications mark

. In 2007, we began volume shipments of our high-gftle_s and register solution used primarily in eogtion with DDR2 modules, and continued
development of our single chip h-speed PLLs and register solution, used primarilyanjunction with DDR3 module
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. In 2008, we began volume shipments of our 40G dsif@r the communications market and commencecdsips of our high-speed PLLs and register
solution used primarily in conjunction with DDR3 thdes for the computing marke
. In 2009, due to the launch of Intel's Nehalem-bgslatform servers, we began volume shipments osmgle chip high-speed PLLs and register

solution to be used primarily in conjunction wittbB3 modules. We also shipped engineering samplésedirst generation of our isolation memory
buffer, or iMB™ , for the computing market. We alsegan development of our second generation iMB uymtdhe architecture for which has been
adopted by the Joint Electronic Device Enginee@ogincil, or JEDEC, and development of our low po®®OS SERDES product for next generat
100G Ethernet in enterprise networ

Our products are designed into systems sold by Odkiding Agilent, Alcatel-Lucent, Cisco, DanahBell, EMC, HP, Huawei, IBM and Oracle. We
believe we are one of a limited number of supplierthese OEMs, and in some cases we may be thewgddier for certain applications. We sell bottedtly to
these OEMs and to module manufacturers, originsigtlemanufacturers, or ODMs, and subsystems provithat, in turn, sell to these OEMs. During therysradec
December 31, 2009, we sold our products to mone 168 customers. A significant portion of our revernas been generated by a limited number of custom
Sales directly to Samsung accounted for 36% and &384r total revenue and sales directly and thiodigtributors to Micron accounted for 17% and 1@%ur
total revenue for the year ended December 31, 280%he nine months ended September 30, 2010 atesdye. Substantially all of our sales to dategliding our
sales to Samsung and Micron, are made on a purohdsebasis. Since the beginning of 2006, we haigped more than 90 million high-speed analog
semiconductors. Our total revenue increased ta®Bdlion for the year ended December 31, 2009 f&#8.0 million for the year ended December 31, 26@8 the
nine months ended September 30, 2010, our totehtevincreased to $62.0 million from $41.7 millfonthe nine months ended September 30, 2009. As of
September 30, 2010, our accumulated deficit waseh3ifllion.

Sales to customers in Asia accounted for 54%, 6480/d% of our total revenue in 2007, 2008 and 28&hectively. Because many of our customers ar
OEM manufacturers are located in Asia, we antigighat a majority of our future revenue will continto come from sales to that region. Althoughrgda
percentage of our sales are made to customersidn s believe that a significant number of thetsyss designed by these customers are then sofditosers
outside Asia.

In April 2010, we received approval from the goveent of Singapore to set up an international headers from which to conduct our international
operations. Because of its geographic alignmerit suppliers and customers, we established our tipesan Singapore to become a new internationatiearters
office for receiving and fulfilling orders for prodt shipped to locations outside the United St&&@wgapore has a strong university system and tableshed group
of technologybased companies from which to recruit new enginé#esintend to build a team of engineering capsbiifi Singapore both for development as we
testing associated with manufacturing. Internatioperations in Singapore commenced on May 1, 200 expect to transition our international operet from
the United States to our Singapore subsidiary tnout 2010 and 2011. Prior to this time, we didemiduct any business operations from our Singapabvsidiary
as this subsidiary was established for the purpbserving as an international headquarters officen which to conduct our international operations.

Demand for new features changes rapidly. It isaliff for us to forecast the demand for our produit part because of the complex supply chain éeitwus
and the end-user markets that incorporate our jptedDue to our lengthy product development cyitlis, critical for us to anticipate changes in demhdor our
various product features and the applications #egye to allow sufficient time for product develogmhand design. Our failure to accurately foredastand can
lead to product shortages that can impede produbtjoour customers and harm our customer relatipas&onversely, our failure to forecast declindemand or
shifts in product mix can result in excess or obsoinventory.
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Although revenue generated by each design winleadming of the recognition of that revenue caryagnificantly, we consider ongoing design winse
a key factor in our future success. We considezsagth win to occur when an OEM or contract manufi@tnotifies us that it has selected our prodtectse
incorporated into a product or system under devety. The design win process is typically lengtyg as a result, our sales cycles will vary basethe market
served, whether the design win is with an existingew customer and whether our product is undesideration for inclusion in a first or subsequgeneration
product. In addition, our customers’ products thabrporate our semiconductors can be complex andequire a substantial amount of time to defilesjgn and
produce in volume. As a result, we can incur sigaift design and development expenditures in cistantes where we do not ultimately recognize, peggnce
delays in recognizing revenue. Our customers génenaler our products on a purchase order basiedé@/not have any long-term purchase commitmentsxgess
of one year) from any of our customers. Once oadpct is incorporated into a customer’s design, én@w, we believe that our product is likely to dooé to be
purchased for that design throughout that produié€ycle because of the time and expense ageacwith redesigning the product or substitutingaiarnative
semiconductor. Our design cycle from initial engageat to volume shipment is typically two to thresays. Product life cycles in the markets we seypially
range from two to 10 years or more and vary byiapfibn.

On June 30, 2010, we acquired all of the outstandirares of Winyatek Technology Inc., in exchargebB.3 million in cash, 313,713 shares of our &eE
preferred stock and earn-out consideration up {62000 to be determined based on certain opgratatrics.

Critical Accounting Policies and Significant Managenent Estimates

Our consolidated financial statements are preparadcordance with U.S. Generally Accepted Accaoun®rinciples, or GAAP. In connection with the
preparation of our consolidated financial statemene are required to make assumptions and essmataut future events, and apply judgments thatathe
reported amounts of assets, liabilities, revenyperses and the related disclosures. We base sumations, estimates and judgments on historigagiéence,
current trends and other factors that manageméiet/bs to be relevant at the time our consolidéiteghcial statements are prepared. On a regulas,bas review
the accounting policies, assumptions, estimateguadgiments to ensure that our consolidated findistéiements are presented fairly and in accordesitteGAAP.
However, because future events and their effectsatebe determined with certainty, actual resutsla differ from our assumptions and estimates, suah
differences could be material.

Our significant accounting policies are discusseddte 1 of the notes to our consolidated finarst@iements. We believe that the following accaounti
estimates are the most critical to aid in fully aretanding and evaluating our reported financisits, and they require our most difficult, subjeetor complex
judgments, resulting from the need to make estisnal®ut the effect of matters that are inherenilyentain. We have reviewed these critical accogrgistimate:
and related disclosures with our audit committee.

Revenue Recognitio

Our products are fully functional at the time ofpshent and do not require production, modificatimrcustomization. We recognize revenue from product
sales when persuasive evidence of an arrangemists,edelivery has occurred, the fee is fixed dedainable and collection is reasonably assured.f€iis
considered fixed or determinable at the executfaancagreement, based on specific products andtigjeario be delivered at specified prices, whiglevidenced by
a customer purchase order or other persuasivereadaf an arrangement. Our agreements with nonifrigbr customers do not include rights of return o
acceptance provisions. Product revenue is recodnipen shipment of product to end customers.

Approximately 22% of our sales were made througiritutors in 2009. Sales to distributors are ideldiin deferred revenue and we include the reletsts
in inventory until sales and delivery to the endtomers
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occurs. Two distributor arrangements, which togetteeounted for 12% of our total revenue in 200@wafor limited price protection and rights of storotation on
product unsold by the distributors. The price pebta rights allow distributors the right to a cited the event of declines in the price of ourguot that they hold
prior to the sale to a specific end customer. tnahent that we reduce the selling price of praglheld by distributors, deferred revenue relatedigtributors with
price protection rights is reduced upon natificatio the customer of the price change. Stock mtdti the two distributor arrangements is limitedeturns for
exchange only for a small percentage of product-{®8%) purchased over a limited period of time (dgrihe immediately prior three to nine months).&dtthan
these two arrangements, no other customer arramgsiimelude any rights of return or acceptance igions. There were no material product returnsrimep
protection credits in 2007, 2008 and 2009. Reveroegnition on product sales through distributsrkighly dependent on receiving pertinent and ateutata fror
our distributors in a timely fashion. Distributgeeovide us periodic data prior to the release afamnsolidated financial statements regarding tloelyct, price,
quantity and end customer when products are reasldiell as the quantities of our products thdytsive in stock.

We have not experienced any significant salesmetfrom end customers due to our stringent quatitytrol standards. We monitor collectability of aonts
receivable primarily through review of the accourseivable aging. Our policy is to record an abiowe for doubtful accounts based on specific cotledssues w
have identified, aging of underlying receivabled aistorical experience of uncollectible balandes of December 31, 2009 and September 30, 201(almwance
for doubtful accounts was $68,000.

We have not made any material changes in the atiogumethodology we use to record the allowanceltarbtful accounts during the past three years. If
actual results are not consistent with the assumgtand estimates used, for example, if the firsdraindition of the customer deteriorated, we maydguired to
record additional expense that could materiallyatiegly impact our operating results. To date, hesvesubstantially all of our receivables have besliected
within the credit term of 30 to 45 days.

Inventory Valuation

We value our inventory, which includes materiadddr and overhead, at the lower of cost or matkest is computed using standard cost, which apprate:
actual cost, on a first-in, first-out basis. Weigdically write-down our inventory to the lower cbst or market based on our estimates that conRistarical usage
and future demand. These factors are impacted behand economic conditions, technology changew, product introductions and changes in strateigection.
The calculation of our inventory valuation requireanagement to make assumptions and to apply judgmgarding forecasted customer demand and teogical
obsolescence that may turn out to be inaccuratenbory valuation reserves were $905,000, $938,8906,000 and $1,389,000 as of December 31, 2@WAR and
2009 and as of September 30, 2010, respectivahgnbory valuation reserves, once established, @reeversed until the related inventory has beésh @oscrapped.

We have not made any material changes in the atiogumethodology we use to record inventory reseigring the past three years. We do not beliese
is a reasonable likelihood that there will be aerniat change in the future estimates or assumptiwaitswe use to calculate our inventory reservevéier, if
estimates regarding customer demand are inacoorateanges in technology affect demand for cepiadducts in an unforeseen manner, we may be expgosed
losses or gains that could be material.

Product Warranty

Our products are under warranty against defeatsaterial and workmanship generally for a periodé year. We accrue for estimated warranty cotsteat
time of sale based on anticipated warranty claintsactual historical warranty claims experiencauding knowledge of specific product failures tha¢ outside of
our typical experience. The warranty obligatiodésermined based on product failure rates, costicement and failure analysis cost. We monitodpct returns
for warranty-related matters and monitor an accioraihe
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related warranty expense based on historical esspeei Our warranty obligation requires manageneentgke assumptions regarding failure rates andréail
analysis costs. If actual warranty costs diffengigantly from these estimates, adjustments mayelired in the future, which would adversely effeur gross
margins and operating results. The warranty ligbds of December 31, 2008 was not material. Ir020@& provided a warranty liability of $450,000. &k
September 30, 2010, the warranty liability was $6@0.

In September 2010, we were informed of a claimteeldo repair and replacement costs in connectitimshipments of over 4,000 integrated circuits eby
us during the summer and fall of 2009. Of thesprskints, approximately 4% were later confirmed @pgated to have random manufacturing process aresmnal
the wafer die in the product. These anomalies ntlzeleircuitry of a small number of random die prurfdry wafer susceptible to failure under certaistomer
specific system operating conditions. At the tinislipment, we established an initial warranty resend added to that accrual as the problem veasifted and
reliable information became available. The foundho produced the wafers has informed us that théaim anomalies are normal in a Gallium ArsenideGaAs,
manufacturing process.

In March 2010, we developed additional tests teescrout the wafer die that might be susceptibtbisotype of failure and resumed shipments to tietamer
with no subsequent additional reported incidentse®l on our standard warranty provisions, we hawdged replacement parts to the customer for tiewn and
suspected failures that had occurred.

In addition and without informing us, in the fafl 2009 the customer instituted its own larger scafgacement program that covered the replacenfesritoe
subassemblies in which our product was only onepmomant. In September 2010, the customer made tal itiaim for approximately $18 million against fos the
costs incurred relative to that program. We belighneeamount of the claim is without merit as ournaaty liability is contractually limited to the pair or
replacement of our affected products, which toetkient the customer has requested replacemenra/ieasly been completed. A formal claim has yeteonade and
discussions with the customer are ongoing. Attinig, we believe our current warranty reservesadiegjuate to address the matter and that our ablgatinder our
standard warranty provisions have been fulfilledwidver, claims of this nature are subject to variosks and uncertainties and there can be noasseithat this
matter will be resolved without further significasdsts to us, including the potential for arbiwator litigation. If and when the amount of any &iddal loss, if any,
becomes both probable and determinable, we magdered to record an incremental reserve. The mestaontinues to place orders with us for the sparts and
we currently expect to continue to do business thith customer for both current and future products

Goodwill and Purchased Intangible Assets.

Goodwill is recorded as the difference, if any vietn the aggregate consideration paid for an aitignisind the fair value of the acquired net tateynd
intangible assets. The amounts and useful livegraess to intangible assets acquired, other thamgdl impact the amount and timing of future aniation. The
value of our intangible assets, including goodvatiuld be impacted by future adverse changes suidfayany future declines in our operating resyitsa decline i
the valuation of technology company stocks, inaigdihe valuation of our common stock, (c) a furtsignificant slowdown in the worldwide economy bet
semiconductor industry, (d) any failure to meetpgbeformance projections included in our foreca$tsiture operating results or (e) the abandonréany of our
acquired in-process research and development psojte evaluate goodwill and purchased intangibtets deemed to have indefinite lives, on an artrass in
the fourth quarter or more frequently if we beliéndicators of impairment exist. Significant manamgat judgment is required in performing periodipaiment
tests. The testing for a potential impairment addwill involves a two-step process. The first siegplves comparing the estimated fair values of eorting units
with their respective book values, including godtivifi the estimated fair value exceeds book valyedwill is considered not to be impaired and dditonal steps
are necessary. If, however, the fair value of #porting unit is less than book value, then theyiag amount of the goodwill is compared with itsglied fair value.
The estimate of implied fair value of goodwill magquire valuations of certain internally generaded
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unrecognized intangible assets such as our tecgyobastomer relationships, patents and tradem#éritee carrying amount of goodwill exceeds the lieg fair
value of that goodwill, an impairment loss is regiagd in an amount equal to the excess. If ouracasults, or the plans and estimates used imgfuopairment
analyses, are lower than the original estimated tsassess the recoverability of these assetspule incur additional impairment charges. On J80g2010, we
acquired all of the outstanding shares of Winyateghnology Inc. for which we recorded goodwill addntifiable intangible assets of $5,281 and $1,640
respectively. See note 2 to the notes to our cafeteld financial statements.

Stock-Based Compensation

Effective January 1, 2006, we adopted authoritagivielance for stock-based compensation which require measurement and recognition of compensation
expense for all share-based payment awards magatmyees and directors based on the grant datediaies of the awards. The fair value is estimaigdg the
Black-Scholes option pricing model. The value & #ward that is ultimately expected to vest is gaized as expense over the requisite service peiodur
consolidated statements of operations. We electé@at share-based payment awards with gradeshgesthedules and time-based service conditiomssasgle
award and recognize stock-based compensation exjpena straight-line basis (net of estimated faufes) over the requisite service period. Stocletas
compensation expenses are classified in the statesheperations based on the department to whiehelated employee reports.

We account for stock options issued to non-emplgye@ccordance with the guidance for equity-basganents to non-employees. Stock option awards to
non-employees are accounted for at fair value utiaddlack-Scholes option pricing model. Our mamaget believes that the fair value of stock optisnsiore
reliably measured than the fair value of the s@wvi@ceived. The fair value of the unvested portitine options granted to non-employees is re-omegiseach
period. The resulting increase in value, if anyeisognized as expense during the period the tetsrvices are rendered.

The Black-Scholes option pricing model requires aggament to make assumptions and to apply judgmedgtermining the fair value of our awards. The
most significant assumptions and judgments inckgteanating the fair value of underlying stock, esteel volatility and expected term. In addition, teeognition o
stock-based compensation expense is impacted inyadst forfeiture rates.

We estimated the expected volatility from the histl volatilities of several unrelated public coamges within the semiconductor industry because our
common stock has no trading history. When seledtiegoublic companies used in the volatility cadtidn, we selected companies in the semiconduathrsiry
with comparable characteristics to us, includiragstof development, lines of business, market aligation, revenue and financial leverage. The Wwied average
expected life of options was calculated using thekfied method of prescribed guidance providedly SEC. This decision was based on the lackleVaat
historical data due to our limited experience drellack of active market for our common stock. Tiek-free interest rate is based on the U.S. Trgagelds in
effect at the time of grant for periods correspogdp the expected term of the options. The expediadend rate is zero based on the fact that ave mot
historically paid dividends and have no intentiorpay cash dividends in the foreseeable future.fdtieiture rate is established based on the hiesibaverage
period of time that options were outstanding andstdd for expected changes in future exercisepatt

Year Ended December 31 Nine Months Endec
2007 2008 2009 September 30, 201
Risk-free interest rat 4.5€% 4.1% 2.61% 3.0&%
Expected life (in years 6.25 6.2t 6.2t 6.4€
Dividend yield — — — —
Expected volatility 55.00% 55.0(% 68.0(% 60.0(%
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We do not believe there is a reasonable likelihibad there will be material changes in the estisated assumptions we use to determine stock-based
compensation expense. In the future, if we detegrttiat other option valuation models are more nealsie, the stock-based compensation expense thegoosd in
the future may differ significantly from what wevearecorded using the Black-Scholes option prichaylel.

We have regularly conducted contemporaneous vahmtd assist us in the determination of the falu of our common stock for each stock option gran
Our board of directors was regularly apprised &zt valuation was being conducted and considaeetktevant objective and subjective factors deeimedrtant
by our board of directors in each valuation conddcOur board of directors also determined thatsimptions and inputs used in connection with satuations
reflected our board of directors’ best estimatewfbusiness condition, prospects and operatin@ieance at each valuation date. The deemed faievzer
common share underlying our stock option grantsaedermined by our board of directors with inpainfrmanagement at each grant date.

Below is a summary of our stock option grants Far year ended December 31, 2009 and through JuB0l4 and the contemporaneous valuations for such
grants:

Estimated

Date of Grant Number of Shares Exercise Pric¢ Fair Value

February 25, 200 376,68! $ 1.47 $ 147
April 30, 2009 5,142 1.47 1.47
August 27, 200! 210,85: 2.62 2.62
October 30, 200 61,06¢ 3.74 3.74
December 11, 200 45,99¢ 4.44 4.44
February 24, 201 188,56t 5.37 5.37
April 30, 2010 1,064,071 9.2¢ 9.2¢
July 14, 201( 446,11( 12.0z 12.0z

On April 30, 2010, our board of directors approgegrant of 17,142 restricted stock awards to a neerabour board of directors with a fair value & 29.
The award vests 25% after one year of service laaafter in 36 equal monthly installments.

On August 17, 2010, our board of directors grarféd 42 restricted stock awards to a new membeuioboard of directors with a fair value of $12.02e
award vests 25% after one year of service anddfteren 36 equal monthly installments.

In the absence of a public trading market for mammon stock, our board of directors reviewed asdubsed a variety of objective and subjective facto
when exercising its judgment in determining thendee fair value of our common stock. These factersegally include the following:

. the nature and history of our busine

. general economic conditions and specific industryomk;

. our book value and financial conditic

. our operating and financial performance;

. contemporaneous independent valuations performpdradic intervals;

. the introduction of new products;

. the market price of companies engaged in the samsienilar line of business having their equity sdtes actively traded in a free and open market;

. Lhe _Iikelihood of achieving a liquidity event, sua$ an initial public offering or sale given prdiraj market conditions and the nature and histdrguwy
usiness
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. the differences between our preferred and comnawksh respect of liquidation preferences, conwersights, voting rights and other features; and

. the adjustment necessary to recognize lack of neiokiy.

The valuation of our common stock was performeddcordance with the guidelines outlined in the Aimeer Institute of Certified Public Accountants
Practice Aid\Valuation of Privately-Held-Company Equity Secestissued as Compensatiom order to value the common stock, we first deiaed our enterpris
value (associated with both preferred and commaiityqWe used the income approach in determinigenterprise value. The income approach estinvatas
based on the expectation of future net cash flilnaswere then discounted back to the present @shate of return available from alternative comparof similar
type and risk. We also used the market approaehreasonableness check against the value indicdgidved from the income approach. The market agro
measures the value of an asset or business thesughalysis of recent sales or offerings of comyaravestments or assets, and in our case, foausedmparing
us to similar publicly traded entities. In applyitidgs method, valuation multiples are: (a) derifienin historical operating data of selected complarabtities;

(b) evaluated and/or adjusted based on the streiagith weaknesses of our company relative to thgpaoable entities; and (c) applied to our operatiata to arrive
at a value indication. The market approach has beasidered in each valuation performed. Due tcsipeificance of the differences in the range afducts we
offer and our size compared to the selected esititve ultimately do not principally rely on thispgpach in determining the fair value of our comnstock. Instead,
we used this method as a reasonableness cheake limgtance for the December 11, 2009 valuationdideise the market approach in determining thevigue of
our common stock. Specifically, the valuation waséx on the price paid for the acquisition of aeofivate fabless semiconductor company by anlateet third
party that was announced in November 2009. The eosnpcquired was deemed by our board of directob& tcomparable to us at that time, based on kistare
and revenue, overlapping markets served and cetisénssions that had taken place between the dwpanies.

For each valuation, we prepared a financial foretmabe used in the computation of the value oésted capital for both the market approach andnireco
approach. The financial forecast took into accaunmtpast experience and future expectations. Hhkeassociated with achieving this forecast wassasskin
selecting the appropriate discount rate. Therghisrient uncertainty in these estimates as the gema used are highly subjective and subject tmgks as a result
of new operating data and economic and other condithat impact our business.

In order to determine the value of our common sttioé resulting enterprise value was allocated antbe holders of preferred stock and common steakg
the Black-Scholes option pricing model. The aggtegalue of the common stock derived from applaabtf the Black-Scholes option pricing model waanth
divided by the number of shares of common stocktanting to arrive at the per share value. Thespare value was then adjusted for a lack of maboKeje
discount which was determined based on the anglgsfermed on the restricted stock of companiessghmrestricted stock is freely traded, as wed pst option
model calculation.

In 2010, we also began utilizing a probability-wigd expected return method, or PWERM, as a reasemess check to validate the fair value of our
common stock based on the methods discussed aboeeecent growth and expansion of our businefiseitatter half of 2009, combined with a continutnend of
general improvement in the capital markets, hadigeal us better visibility into the likelihood ofliguidity event in the next two years. This vaioatmodel
includes the following steps:

. We estimate the timing of each possible liquidityjomme and its future value. In our analysis, wesatered potential liquidity scenarios relatedro a
initial public offering, a sale and bankrupt:
. We determine the appropriate allocation of valuthtocommon stockholders under each liquidity sdermsed on the rights and preferences of «

class of stock
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. The resulting value of common stock under eachas@eis multiplied by a present value factor, céted based on our cost of equity and the expected
timing of the event

. The value of common stock is then multiplied byeatimated probability for each of the expected &eetermined by our management.

. We then calculate the probability-weighted valuegieare of common stock and apply a lack of mabiktydiscount.

The calculated fair values as of February 24, 28 April 30, 2010 of grants using the income apphy market approach and probability-weighted etqubc
return method were consistent.

Discussion of Significant Factors Considered inrBéalue Determinatiot

The following discusses the significant factorssidared by our board of directors in determining flar value of our common stock at each of theabn
dates specified below. In each of these periodsboard of directors took into account changesuntotal revenue and trends in our business, inietudales
volumes, including sales of our high-speed memuotgrface devices, design wins and the introduaifomew products, as well as the application ofszalint rate
and lack of marketability discount.

February 25, 2009 and April 30, 2009
The most significant factors considered by our Baxdrdirectors in determining the fair value of @@mmon stock at these valuation dates were asifsll
. The most recent independent contemporaneous vatugport as of December 31, 2008.

. The value of our invested capital based on thenrecapproach decreased from $104 million to $84ianilsince the last valuation date of June 30,
2008. This was due to a wide variety of variabtethe valuation model but was primarily driven bgtegline in the general economy due to the
financial crisis in the fourth quarter of 2008 amdesulting decline in our business outlo

. Discount rate applied was 19% based on the catullatighted average cost of capital, a 1% incréase the previous valuation, reflecting greater
uncertainty due to the general economic uncertantglescribed abov
. Lack of marketability discount was determined &#2

August 27, 2009
The most significant factors considered by our Bazrdirectors in determining the fair value of @ammon stock at the valuation date were as follows
. The most recent independent contemporaneous vatugport as of July 31, 2009.

. The value of our invested capital based on thenrecapproach increased from $84 million to $131liamlkince the last valuation date. This was due to
a wide variety of variables in the valuation molet was primarily driven by an improvement in therld economy since the financial crisis of 2008,
an improvement in the confidence of our longer terrtiook, as well as the introduction of Intel’siNdembased platform servers using more advat
storage capability, which enabled our technologsdbieve greater market she

. Discount rate applied was 16% based on the caulilatights average cost of capital, a 3% decreasethe previous valuation.

. Lack of marketability discount was determined &#2@ 5% decrease from the previous valuation.
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October 30, 2009
The most significant factors considered by our Bazrdirectors in determining the fair value of @ammon stock at the valuation date were as follows

The most recent independent contemporaneous vatuaport as of October 1, 2009.

The value of our invested capital based on thenrecapproach increased from $131 million to $16lionilsince the last valuation date. This was due
to a wide variety of variables in the valuation rablut was primarily driven by an improved businestiook, based on the return of a more robust
enterprise server market in the second half of 286%vell as the continued success of Intel's Nehabased platform servers using more advanced
storage capability, which enabled our technologgdbieve broader market adoption and greater mahage. The strong growth from the second
quarter to the third quarter of 2009 was validdigaur actual results, which resulted in furthepiovements in both our near term and long term
business outloo}

Discount rate applied was 15% based on the catulilatighted average cost of capital, a 1% redudtam the previous valuatiol

Lack of marketability discount was determined &1 % 5% decrease from the previous valuai

December 11, 2009

To determine the fair value of our common stocktfar stock options granted on December 11, 200%oard of directors adjusted the valuation modebfa
October 1, 2009 to consider the increased valuevested capital from $161 million to $180 milliamaccordance with the market approach, basedepribe an
unrelated company agreed to pay when it announsedtquisition of a private fabless semiconductongany which was deemed by our board of directers b
comparable to us at that time, based on historg, @nd revenue, overlapping markets served andiceliscussions that had taken place between thedmpanies.

February 24, 2010

The most significant factors considered by our Bazrdirectors and its probability assessment aplpl determining the fair value of our common ktatthe
valuation date were as follows:

The most recent independent contemporaneous vatugport as of January 31, 20

The estimated value of our invested capital basetthe income approach increased from $180 mill@$203 million since the last valuation based
marked improvement in the enterprise server maxkaetemonstrated by an unexpected increase inafabess older generation product due to
advantageous system-level economics. The salerafemond generation single chip high-speed PLLsregidter solution was also generally expected
to expand through the course of 2010, although @rders for production quantities of the newer tedbgy had not yet been placed. In addition, the
improvement in both the overall economy and theisenductor industry contributed to a stronger besgsoutlook

Discount rate applied was 16% based on the catullatighted average cost of capital, a 1% incréase the previous valuation.
Lack of marketability discount was determined ab%2, a decrease of 2.5% from the previous valuation

PWERM scenario probabilities—Based upon early bssimeitiook and an uncertain economy for 2010, camagement estimated a 10% probability
and 35% probability that we would complete an aipublic offering through January 31, 2011 anduday 31, 2012, respectively. There was also an
approximate 30% and 20% chance assessed that we b®sold or acquired in approximately two yeard three years, respectively. A bankruptcy
scenario was deemed unlikely and was assignedbapitity of approximately 5%
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April 30, 2010

The most significant factors considered by our Baxrdirectors and its probability assessment aplph determining the fair value of our common ktatthe
valuation date were as follows:

The most recent independent contemporaneous \vatuaport as of March 31, 2010.

The estimated value of our invested capital basetthe income approach increased from $203 mill#$302 million since the last valuation date. This
was due to a wide variety of variables in the vatuamodel but was primarily driven by an improvaasiness outlook based upon a more robust
enterprise server market in 2010, volume produadiaters being placed and confirming market accegetaf our next generation low voltage registers
and PLLs as well as increased visibility on ourampnities in the 100G Ethernet market in the 2@12019 time frame

Discount rate applied was 14% based on the catmlilatighted average cost of capital, a 2% decreasethe previous valuation.
Lack of marketability discount was determined ab%2, the same as the previous valuation.

PWERM scenario probabilities—Our management alsmestd a 25% probability and 30% probability tha would complete an initial public
offering through September 30, 2010 and June 301 2@spectively. There was also an approximate @208:20% chance assessed that we could be
sold or acquired in approximately one year andyears, respectively. A bankruptcy scenario was @ekamlikely and was assigned a probability of
approximately 5%

July 14, 2010 and August 17, 2010

The most significant factors considered by our Baxrdirectors and its probability assessment aplghly determining the fair value of our common ktat
the valuation date were as follows:

The most recent independent contemporaneous vatuaport as of June 1, 2010.

The estimated value of our invested capital basetthe income approach increased from $302 millm$339 million since the last valuation date. This
was due to a wide variety of variables in the viiuramodel but was primarily driven by a one petaeduction in the discount rai

Lack of marketability discount was reduced from52a.to 10% since the last valuation.

PWERM scenario probabilities@ur management also estimated a 60% and a 10%hplibbthat we would complete an initial public efing througt
September 30, 2010 and June 30, 2011, respectiMetye was also an approximate 17.5% and 10% chaessessed that we could be sold or acquired
in approximately one year and two years, respdgtivebankruptcy scenario was deemed unlikely, aagd assigned a probability of approximately
2.5%.

We believe consideration of the factors descrildem/a by our board of directors was a reasonableoapp to estimating the fair value of our commarctkt
for those periods. Determining the fair value of oommon stock requires complex and subjectiverjuelgts, however, and there is inherent uncertamgur
estimates of fair value.

Based upon the initial public offering price of $0@ per share, the aggregate intrinsic value dftantling stock options vested and expected toasest
September 30, 2010 was $54.5 million, of which 638illion related to vested options and $15.9 mwiillrelated to options expected to vest.

Income Taxes

Deferred tax assets and liabilities are determbreexed on differences between financial reportirdjtar bases of assets and liabilities, and are inedsising
the enacted tax rates and laws that will be incefienen
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and where the differences are expected to revfegecord a valuation allowance to reduce defelar@ssets to the amount that we believe is mhetylthan not
to be realized. In assessing the need for a valualiowance, we considered historical levels abme, projections of future income, expectatiorts rigk associate
with estimates of future taxable income and ong@inglent and practical tax planning strategiestiEoextent that we believe it is more likely thant that some
portion of our deferred tax assets will not beizeal, we would increase the valuation allowanceregaleferred tax assets. Although, we believe tti@ajudgment
we used is reasonable, actual results can differtala change in market conditions, changes itatas and other factors.

From inception through 2008, we incurred annuaéss and accordingly, we determined that a valnatilmwance should be recorded against all of our
deferred tax assets. We considered future taxabteme and prudent and feasible tax planning stiegeq determining the need for a valuation alloeeand
evaluated the need for a valuation allowance agalar basis. The determination of recording agasing a tax valuation allowance is made, in pantsuant to an
assessment performed by management regardindéiiadiod that we will generate sufficient futureahle income against which the benefits of our detktax
assets may or may not be realized. This assessawites management to exercise significant judgraed make estimates with respect to our abilityenerate
revenue, gross profits, operating income and taxetgiome in future periods. Among other factorshagement must make assumptions regarding curreint an
projected overall business and semiconductor imgasinditions, operating efficiencies, our abilitytimely develop, introduce and consistently mawtifre new
products to meet our customerngeds and specifications, our ability to adapethhological changes and the competitive enviroipvemich may impact our abilit
to generate taxable income and, in turn, realizevtiiue of our deferred tax assets. Significantudative operating losses in 2008 and prior yeamsgettainty with
respect to the acceptance of our products by esiiers and significant economic uncertaintiehi@rharket made our ability to project future taxaibkcome
highly uncertain and volatile at December 31, 200¢hough 2009 was our first profitable year, otthg last three quarters of the year were profitable the vast
majority of our pre-tax income was generated inl#ist two quarters of the year. Based upon managesressessment of all available evidence, inclydin
relatively short period of recent profitability qued with significant uncertainties associated vaitl 2010 business outlook, we have concludedf Beocember 31,
2009, that it was not more likely than not that nat deferred tax assets would be realized. Seeoft the notes to our consolidated financialkestents.

In March 2010, we received our first substantiadmfity of production orders for a new low voltageguct, product number INSSTE32882-GS02, or the
GSO02 product, which is a new low voltage versioowf integrated PLL and register buffer. This new holtage product is widely expected in the matkete
significant and is expected to begin shipping ghhvolumes for both us and our competitors witlew intel platform in the second half of 2010. T&S02 product
has been launched and is currently in full comna¢mioduction and is shipping in commercial volurfike arrival of these production orders from onewflargest
customers reduced concerns and increased our eacédn the strength of our business outlook fertthlance of 2010. In addition, certain other newsdpct
introductions began to gain traction with custompreviding additional confidence in our longemteoutlook. We also achieved further clarity aroeedtain
contingencies related to ongoing litigation andaierother product acceptance concerns that ex&t®dcember 31, 2009. Furthermore, during thé dusirter of
2010, we unexpectedly received additional ordersifoolder product that allowed us to exceed therallplan for the quarter and continue our re¢emid of
profitability into the first quarter of 2010. AsitApril 30, 2010 meeting, based on a review ofptbsitive developments that materialized in the fixgarter of 2010,
our board of directors decided to authorize manayerno retain investment bankers and proceed viéthspto pursue a potential initial public offerirgased on
these positive developments and an additional guaftprofitable operation, we reassessed the farealvaluation allowance at March 31, 2010 anccbafed that
change in circumstances had occurred. Managememnueed that, based on our prospects and busingkmk, it was now reasonable to conclude thatihore
likely than not that our deferred tax assets wéllrbalized. Accordingly, we then released thevfaluation allowance recorded against our defera@dssets based
on the weight of positive evidence that existeMatch 31, 2010. Significant judgment is requirediédermine the timing and extent of a valuationvadloce release
and our
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ability to utilize deferred tax assets will conterto be dependent on our ability to generate seffidaxable income in future periods.

On January 1, 2007, we adopted the authoritatiigagiee on accounting for uncertainty in income sassued by the Financial Accounting Standards @&oar
The guidance prescribes a recognition thresholdnaeasurement attribute for the financial statemecgnition and measurement of a tax position taken
expected to be taken, in a tax return. As a resuhie implementation, we determined the tax ligpfor uncertain tax positions based on a tstep process. The fil
step is to determine whether it is more likely tima that each income tax position would be susthipon audit. The second step is to estimate a@abune the tax
benefit as the amount that has a greater than B@dhbod of being realized upon ultimate settleinaith the tax authority. There was no net cumukagffect of
applying the recognition and measurement provisigran adoption as the unrecognized tax benefitedsed deferred tax assets, which were fully offgehe
valuation allowance. The assessment of each takigogequires significant judgment and estimaWe. believe our tax return positions are fully suped, but tax
authorities could challenge certain positions, Whitay not be fully sustained. All tax positions pegiodically analyzed and adjusted as a reswgvehts, such as
the resolution of tax audits, issuance of new ratijihs or new case law, negotiations with tax aitiles, and expiration of statutes of limitations.

Results of Operations and Key Operating Metrics
The following describes the line items in the gtatats of operations, which we consider to be oyrdgerating metrics

RevenueWe generate revenue from sales of our semicondpeobatucts to end customers. A portion of our preslissold indirectly to customers through
distributors.

We design and develop high-speed analog semicomdswiutions for the communications and computiragkats. Our revenue is driven by various trends in
these markets. These trends include the deployamehbroader market adoption of next generation @0¢100G technologies in communications and engerpr
networks, the timing of next generation network antkerprise server upgrades in different geogralplei@tions worldwide, the introduction and broaderket
adoption of next generation server platforms sichtel’s Nehalem-based platform, and the deploytro€&high-speed memory interfaces in server andprding
platforms.

Our revenue is also impacted by changes in the puanid average selling prices of our semicondymimducts. Our products are typically characteriaga
life cycle that begins with higher average sellpngges and lower volumes, followed by broader maddeoption, higher volumes, and average sellinggsrihat are
lower than initial levels.

We operate in industries characterized by rapibdgnging technologies and industry standards asasekchnological obsolescence. Our revenue griswth
dependent on our ability to continually develop ardbduce new products to meet the changing teogyeand performance requirements of our customers,
diversify our revenue base and generate new revien@place, or build upon, the success of preWomsroduced products which may be rapidly matgriAs a
result, our revenue is impacted to a more signifiextent by product life cycles for a variety ebgucts and to a much lesser extent, if any, bysamgle product. In
2007 and 2008, there were no products that repedemore than 10% of our total revenue. In 2009sueeessfully introduced and began to ship a nedymt in
production which integrated a new PLL, along witheav register buffer. Sales of this newly introdiipart comprised 43% of our total revenue in 2GG9we
continue to grow our business in 2010, this prodhast now matured. As a result, sales of this prodecnow declining in volume. We currently expiet by 2011
the new product introduced in 2009 will no longerrbaterial to our total revenue.
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The following table is based on the geographictiocato which our product is initially shipped. itmost cases this will differ from the ultimate Idcat of the
end user of a product containing our technology.dates to our distributors, their geographic lazatmay be different from the geographic locatiohthe ultimate
end customer. Sales by geography for the periatisated were:

Nine Months Ended

Year Ended December 31 September 30,
2007 2008 2009 2009 2010
(in thousands)
Korea $12,06¢ $15,147 $18,307 $13,78: $11,01¢
United State: 14,60¢ 12,26t 10,727 6,95¢ 9,852
China 262 2,25¢ 9,92¢ 7,77¢ 21,22
Japar 5,187 5,90: 5,68¢ 4,44¢ 5,061
Taiwan 1,07¢ 1,54¢ 5,681 3,44~ 5,61¢
Other 3,03« 5,837 8,51¢ 5,28¢ 9,28(

$36,231 $42,95¢ $58,85: $41,69: $62,04

Cost of revenueCost of revenue includes cost of materials suchiaders processed by third-party foundries, cosge@ated with packaging and assembly,
test and shipping, cost of personnel, includinglstioased compensation, as well as equipment assdaidth manufacturing support, logistics and qyadissurance,
warranty costs, write down of inventories, amotta of production mask costs, overhead and othdiréct costs, such as allocated occupancy andniiion
technology, or IT, costs.

As some semiconductor products mature and unitwetuincrease, their average selling prices mayrdecrhese declines are often paired with improves
in manufacturing yields and lower wafer, assemilg test costs, which offset some of the margin ¢gdo that results from lower prices. However, guwss profit,
period over period, may fluctuate as a result @ingfes in average selling prices due to new pradtreductions or existing product transitions ifaoger scale
commercial volumes, manufacturing costs as wedllagproduct mix.

Research and developmerResearch and development expense includes pers@tateld expenses, including salaries, stock-besetpensation and
employee benefits. It also includes pre-producéingineering mask costs, software license expepset®type wafer, packaging and test costs, design a
development costs, testing and evaluation cosfsedtion expense and other indirect costs. Alkaech and development costs are expensed assdcWe
expect research and development expense to incasaseesult of the establishment of a design camtee United Kingdom and our acquisition of Watgk
Technology Inc. In addition, we expect research @eklopment expense to increase in absolute dakwe continue to invest resources to develoe m@ducts
and enhance our existing product portfolio.

Sales and marketingSales and marketing expense consists primarilplafies, stock-based compensation, employee bgneéitvel, promotions, trade
shows, marketing and customer support, commissagments to employees, depreciation expense andiathieect costs. We expect sales and marketingesg tc
increase in absolute dollars to support the grafitbur business and promote our products to cuaedtpotential customers.

General and administrative General and administrative expense consists pifintf salaries, stock-based compensation, em@dyanefits and expenses for
executive management, legal, finance and humanress. In addition, general and administrative esps include fees for professional services aner atldirect
costs. After this offering, we expect general adohimistrative expense to increase in absolute dotlae to the general growth of our business aad dlsts
associated with becoming a public company for, agrather things, SEC reporting and compliance, idiclg compliance with the Sarbanes-Oxley Act of 2002
director fees, insurance, transfer agent fees iami¢hs expenses.
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Provision (benefit) for income taxes$n each period since our inception to Decembe2B09, we have recorded a valuation allowance ferfull amount of
our deferred tax asset, as the realization ofuli@mount of our deferred tax asset is uncertéirerefore, no deferred tax expense or benefit wasgnized in the
consolidated financial statements. In 2009, a iowifor current income tax has been recorded pifyndue to our inability to use net operating lessryforwards
for state tax purposes in California and alterreatiinimum tax for federal tax purposes. For themonths ended September 30, 2010, we recordettaxgenefi
of $13.3 million, which reflects an effective taate benefit of 135%. The effective tax rate berwfit35% differs from the statutory rate of 35%nparily due to a
release of our deferred tax valuation allowance tmd lesser extent, foreign income taxes provatddwer rates, geographic mix in profitabilitydarecognition of
California research and development credits.

The following table sets forth a summary of outestagent of operations for the periods indicated:

Nine Months Ended

Year Ended December 31 September 30,
2007 2008 2009 2009 2010
(in thousands)

Total revenug $36,237  $42,95:  $58,85. $41,69: $ 62,047
Cost of revenu 16,02¢ 19,24¢ 21,26¢ 14,72¢ 22,08¢
Gross profit 20,20¢ 23,70¢ 37,58¢ 26,96¢ 39,96!
Operating expens:

Research and developme 17,33: 17,50: 17,847 13,74¢ 16,91

Sales and marketir 5,157 6,33¢ 7,704 5,43¢ 6,471

General and administratiy 2,96¢ 3,16¢ 3,94 2,651 6,80¢
Total operating expens: 25,458 27,00¢ 29,49¢ 21,83¢ 30,18¢
Income (loss) from operatiol (5,24¢) (3,309 8,08t 5,12¢ 9,77¢
Other income (expens (95) (124) 73 2 63
Income (loss) before income tax (5,34)) (3,429) 8,15¢ 5,131 9,83¢
Provision (benefit) for income tax — — 82¢ 528 (13,31)

Net income (loss $(5,34) $(3,42f) $7,32¢ $ 4,606 $23,15¢

The following table sets forth a summary of outestaent of operations as a percentage of eachténeto the revenue:

Nine Months Ended

Year Ended December 31 September 30
2007 2008 2009 2009 2010

Total revenue 10C% 10C% 10C% 10C% 10C%
Cost of revenu 44 45 36 35 36
Gross profit 56 59 64 65 64
Operating expens:

Research and developme 49 41 30 33 27

Sales and marketir 14 15 13 13 10

General and administratiy 8 7 7 7 11
Total operating expens: 71 63 50 53 48
Income (loss) from operatiol (15 (©)] 14 12 16
Other income (expens — — — — —
Income (loss) before income tax (15) (8) 14 12 16
Provision (benefit) for income tax — — 2 1 (21

Net income (loss (15% (8)% 12% 11% 37%
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Comparison of Nine Months Ended September 30, 2608 September 30, 2010

Revenue
Nine Months Ended September 3C Change
2009 2010 Amount %
(dollars in thousands)
Total revenue $ 41,69: $ 62,04 $20,35¢ 49%

Total revenue for the nine months ended Septene2®L0 increased by $20.4 million due to an ingeda the number of units sold of our high-speed
memory interface products. The increase in unitiveds was a result of a wider acceptance of ouryatsdand technology in new server platforms, suchtel’s
Nehalen-based platform servers. This increase was paridiset by a year over year decrease in averdtiegsprice of certain products of approximately 5@ur
average selling price decreased primarily as dtrethe maturation of certain products that wieteoduced in 2009 and then transitioned to broacl@rket
adoption and higher volumes over the course of/éae.

Cost of Revenue and Gross Profit

Nine Months Ended September 3C Change
2009 2010 Amount %
(dollars in thousands)
Cost of revenu $  14,72¢ $ 22,08¢ $ 7,35¢ 50%
Gross profit $ 26,96¢ $ 39,96 $12,99° 48%
Gross profit as a percentage of reve 65% 64% — (1%)

Cost of revenue for the nine months ended SepteBhe2010 increased by $7.4 million primarily doean increase in the number of units purchased by
customers as described above. Gross profit pegentecreased by 1% because of a decline in aveedigey price due to change in our product mix.

Research and Developme

Nine Months Ended September 3C Change
2009 2010 Amount %
(dollars in thousands)
Research and developme $  13,74¢ $ 16,91 $3,162 23%

Research and development expense for the nine mentted September 30, 2010 increased by $3.2 mdlie to the increase in research and development
headcount and the acquisition of Winyatek Technplog., which resulted in a $2.0 million increasgpiersonnel costs and stock-based compensatiomsxpe
$0.4 million increase in prproduction engineering mask costs and packagingldpment expense and engineering software expdr&®million. The increase
personnel and development expense was primariedidy our strategy to expand our product offeriagg enhance our existing products. Specifically, w
accelerated the development of our products fot gemeration communications networks and high-speeahory interfaces.

Sales and Marketing

Nine Months Ended September 3C Change
2009 2010 Amount %
(dollars in thousands)
Sales and marketir $ 5,43¢€ $ 6,471 $1,03¢ 19%
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Sales and marketing expense for the nine monthasdeBdptember 30, 2010 increased by $1.0 milliomawily due to an increase in personnel costs, oty
stock-based compensation expense of $0.7 milliod,aa increase of $0.1 million for expenses inaioe trade shows and communication to introducepoaalucts
to potential customers.

General and Administrative

Nine Months Ended September 3C Change
2009 2010 Amount %
(dollars in thousands)
General and administratiy $ 2,651 $ 6,80¢ $4,152 157%

General and administrative expenses for the ninetinscended September 30, 2010 increased by $4i@ampkimarily due to third-party professional fees
Outside legal fees increased by $1.5 million relgtemarily to litigation matters described in ndte of the notes to our consolidated financialestants.
Accounting and consulting fees increased by $0lBomidue to expenses incurred for our 2009 audit quarterly reviews and the establishment of absgliary in
Singapore. Other professional fees increased I8/1i§0lion for consulting services in informatiorctenology and human resource functions. General and
administrative headcount increased, resulting$0.8 million increase in personnel costs and stzaked compensation expense. In addition, rent sgpecreased
by $0.2 million due to new building leases for taffices in California.

Provision (benefit) for Income Ta:

Nine Months Ended September 3C Change
2009 2010 Amount %
(dollars in thousands)
Provision (benefit) for income te $ 528 $ (13,31)) $(13,84() N/M

The income tax benefit of $13.3 million for the @imonths ended September 30, 2010 reflects artigéeax rate benefit of 135%. The effective tatera
benefit of 135% for the nine months ended Septer@@eR010 differs from the statutory rate of 35%marily due to a release of our deferred tax vadtumat
allowance and, to a lesser extent, foreign incaareg provided at lower rates, geographic mix iffifaioility and recognition of California researchdadevelopment
credits. The total valuation allowance releaselieryear ending December 31, 2010 was $24 mill@frthe $24 million valuation allowance that wasesed,
approximately $21.5 million has been recognizedebincome during the nine months ended Septenthe2®.0. For the nine months ended September 39, 28
a result of a full valuation allowance on our dededrtax assets, the provision for income taxesistetsof state income taxes recorded due to otnilityato use net
operating loss carry forwards for state tax purpaseCalifornia and federal income taxes relatedlternative minimum tax.

Comparison of the Years Ended December 31, 2000828nd 2009

Revenue
Change
Year Ended December 31 2008 2009
2007 2008 2009 Amount % Amount %
(dollars in thousands)
Total revenue $36,231 $42,95¢ $58,85: $6,717 19%  $15,89¢ 37%

Total revenue for the year ended December 31, B@if#8ased by $6.7 million due to a 28% increaghémnumber of units sold, partially offset by a resd
decrease in average selling price of 7%. The iseré@revenue was driven by the introduction of mext generation high-speed communications procaradisour
high-speed memory interface products in enterpaseisthe broader adoption of our semiconductor ymtsdin next generation servers and computing quiaus.

59



Table of Contents

Total revenue for the year ended December 31, B@f8ased by $15.9 million due to a combinatiom @P6 increase in the number of units sold and an
increase in average selling price of 29%, primatilg changes in product mix. The increase in rewevas primarily driven by the increased adoptiohigh-speed
memory interfaces by our end customers.

Cost of Revenue and Gross Profit

Change
Year Ended December 31 2008 2009
2007 2008 2009 Amount % Amount %
(dollars in thousands)
Cost of revenu $16,02¢ $19,24¢ $21,26¢ $3,221 20% $ 2,02( 10%
Gross profi 20,20¢ 23,70¢ 37,58: 3,49¢ 17% 13,87¢ 5%
Gross profit as a percentage of reve 56% 55% 64% — D)% — 9%

Cost of revenue and gross profit for the year eridecember 31, 2008 increased by $3.2 million an8 #8llion, respectively, compared to the prior yea
primarily due to an increase in the number of upitechased by customers consistent with the ovieiaiase in revenue. Product costs as a perceotageenue
were relatively unchanged compared to the prioioper

Cost of revenue in 2009 increased by $2.0 millismaesult of an increase in the number of uniid 502009, compared to 2008 specifically for oighth
speed memory interface products. Gross profit andsggprofit as a percentage of revenue increas2f relative to 2008 primarily because of a shifiroduct
mix to newer higher margin products shipping inwoé.

Research and Developme

Change
Year Ended December 31 2008 2009
2007 2008 2009 Amount % Amount %
(dollars in thousands)
Research and developme $17,33: $17,50! $17,847 $ 16¢ 1% $ 34¢ 2%

Research and development expense for the year &eminber 31, 2008 increased by $0.2 million dubédncrease in new product development and
product enhancement projects.

Research and development expense for the year &wtminber 31, 2009 increased by $0.3 million prilpaue to continued product enhancements
initiatives. Specifically, the increase is relatecpre-production engineering mask costs of $0J8aniand additional personnel costs, includingcktbased
compensation of $0.2 million. These increases wargally offset by a reduction in recruiting exjges by $0.2 million due to payment of fees to asida
recruitment company for new employees hired in 2008

Sales and Marketing

Change
Year Ended December 31 2008 2009
2007 2008 2009 Amount % Amount %
(dollars in thousands)
Sales and marketir $5157 $6,33¢ $7,70¢ $1,18Z 23%  $1,36: 22%

Sales and marketing expense for the year endedhiiere31, 2008 increased by $1.2 million from thiempyear primarily due to hiring of sales persontwel
support increasing sales activities. Specificathg, change was
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primarily due to an increase in personnel costduiting stock-based compensation expense of $1llibmioffset by a decrease in commission experfiskd S
million, due to a change in sales mix between dicestomers and sales through third-party reprasess.

Sales and marketing expense for the year endednidexe31, 2009 increased by $1.4 million from 20@&parily due to an increase in sales activities.
Personnel costs, including stock-based compensetipense increased by $0.2 million and commissipese increased by $0.5 million. In addition, neéirig
expenses increased by $0.3 million.

General and Administrative

Change
Year Ended December 31 2008 2009
2007 2008 2009 Amount % Amount %
(dollars in thousands)
General and administratiy $2,96¢ $ 3,16¢ $ 3,947 $ 20¢ % $ 77¢ 25%

General and administrative expense for the yeageiecember 31, 2008 increased by $0.2 million fteenprior period primarily due to the hiring of
additional personnel to support increasing busiaessities. Personnel costs, including stock-basmdpensation expense in 2008, increased by $0lidmi

General and administrative expense for the yeae@cember 31, 2009 increased compared to 200 ddritional personnel costs of $0.6 million whic
consist of salaries of new employees, stock-basetpensation and incentive pay.

Provision for Income Taxe:

Change
Year Ended December 31 2008 2009
2007 2008 2009 Amount % Amount %
(dollars in thousands)
Provision for income taxe $ — $ — $ 82¢ $ — —% $ 82¢ N/M

During 2007 and 2008, we did not record a provig@mrincome tax primarily due to net losses realiaed a full valuation allowance on our deferred ta
assets.

The provision for income taxes in 2009 consistedtafe income taxes recorded due to our inabiityse net operating loss carryforwards for state ta
purposes in California and Federal income taxegedlto alternative minimum tax.
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Quarterly Results of Operations

The following table presents our unaudited quartesbults of operations for the seven quartersénperiod ended September 30, 2010. This unaudited
quarterly information has been prepared on the dzasis as our audited financial statements anddied all adjustments, consisting of only normalireng
adjustments, necessary for the fair statementeirtformation for the quarters presented. You sthoeidd this information in conjunction with our cofidated
financial statements and the related notes theféi® results of operations for any quarter areneaessarily indicative of results of operationsdnoy future period.

Three Months Ended

Mar. 31, Jun. 30, Sept. 30, Dec. 31, Mar. 31, Jun. 30, Sept. 30,
2009 2009 2009 2009 2010 2010 2010
(in thousands)

Total revenue $10,33¢ $12,98¢ $18,37( $17,16( $19,08¢ $21,09¢ $21,86:

Cost of revenu 3,70¢ 4,652 6,37: 6,541 7,181 7,344 7,55k

Gross profi 6,63 8,33¢ 11,99° 10,61¢ 11,89¢ 13,75¢ 14,307
Operating expens:

Research and developme 4,707 4,327 4,714 4,09¢ 5,06¢ 5,12¢ 6,71¢

Sales and marketir 1,662 1,74z 2,032 2,26¢ 2,07¢ 2,04¢ 2,347

General and administratiy 73¢ 967 94E 1,29¢ 1,90¢ 2,56¢ 2,332

Total operating expen: 7,10¢ 7,03€ 7,691 7,662 9,044 9,74% 11,39¢

Income (loss) from operatiol (47%) 1,29¢ 4,30¢ 2,95¢ 2,85¢ 4,012 2,90¢

Other income (expens 14 11 (23 71 27 (34) 70

Income (loss) before income t (461) 1,30¢ 4,28t 3,027 2,882 3,97¢ 2,97¢

Provision (benefit) for income te — 86 437 30€ (9,11% (3,600 (600)

Net income (loss $ (461 $ 1,22¢ $ 3,84¢ $ 2,721 $11,99¢ $ 7,57¢ $ 3,57¢

The following table presents the unaudited quartessults of operations as a percentage of revenue:

Three Months Ended

Mar. 31, Jun. 30 Sept. 30 Dec. 31 Mar. 31, Jun. 30 Sept. 30
2009 2009 2009 2009 2010 2010 2010
Total revenue 10C% 10C% 10% 10% 10C% 10C% 10%
Cost of revenu 36 36 35 38 38 35 35
Gross profit 64 64 65 62 62 65 65
Operating expens:
Research and developme 46 33 26 24 26 24 31
Sales and marketir 16 14 11 13 11 10 11
General and administratiy 7 7 5 8 10 12 10
Total operating expen: 69 54 42 45 47 46 52
Income (loss) from operatiol (5) 10 23 17 15 19 13
Other income (expens — — — — — — —
Income (loss) before income t (5) 10 23 17 15 19 13
Provision (benefit) for income te — 1 2 1 (48 17 (3
Net income (loss (5% 9% 21% 16% 63% 36% 16%

Total revenue has generally increased over thensgwarters presented due to the success of owspiggad memory interface and next generation higledp
communications products which were introduced i@72a8nd
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2008, respectively. Total revenue for the fourthrger of 2009 decreased slightly, primarily relateé delay in delivery of a high-speed communaaiproduct to
a specific customer who, due to the specificatafribeir particular platform design, required tbat products be screened and pre-selected forircgeaformance
characteristics. The process for screening waslesiad late in the first quarter and our prodastsociated with this order shipped beginning inségond and third
quarters of 2010. To date, we have not experieaogdnaterial impact from seasonal effects on amanor quarterly basis. Gross profit as a percentdgevenue
remained relatively constant from period to peradept for the fourth quarter of 2009 and the finsarter of 2010 when gross profit percentage @esem due to a
change in product mix.

To accommodate our growth, our operating expemszsased in the third quarter of 2009 and the, fiestond and third quarters of 2010. Increases in
operating expenses have been largely attributaldeawing investment in research and developmaentgase in sales and marketing efforts and geaadl
administrative expenses for accounting and pradessifees, including consulting expenses. Researdidevelopment expense increased in the firsbnskand
third quarters of 2010 primarily due to an incregsthe number of employees, the establishmentd&Esign center in United Kingdom, the acquisitibMényatek
Technology Inc., and an increase in pre-productiogineering mask costs. General and administratipense increased in the first, second and thiedters of
2010 primarily due to legal fees incurred as altasithe litigation matters as described in legadceedings below, as well as accounting and ctngukes incurre
in connection with the audit and quarterly reviemsl the establishment of our subsidiary in Singapor

Liquidity and Capital Resources

We have historically financed our operating aciggtand capital expenditures primarily through pests from the issuances of convertible preferrecksiVe
achieved profitability on an annual basis beginnmg009 and on a quarterly basis in the secondeuaf 2009. We have funded our operating acésitind capital
expenditures primarily through cash generated foperations since 2009. As of December 31, 2009Sapdember 30, 2010, we had cash and cash equivalient
$19.1 million and $25.6 million, respectively.

Our primary uses of cash are to fund operating es@& purchase inventory and acquire property gaghment. Cash used to fund operating expenses is
impacted by the timing of when we pay these experereflected in the changes in our outstandingunts payable and accrued expenses. Our prirnarges of
cash are cash receipts on accounts receivableduomevenue. Aside from the growth in amounts ille our customers, net cash collections of acsoreteivable
are impacted by the efficiency of our cash collatsi process, which can vary from period to peritahending on the payment cycles of our major custem

The following table summarizes our cash flows f@ periods indicated:

Nine Months Ended

Years Ended December 31 September 30,
2007 2008 2009 2009 2010
(in thousands)
Net cash provided by (used in) operating activi $(4,17¢) $ 1,371 $ 9,84¢ $5,61¢ $11,36:
Net cash used in investing activiti (1,774 (2,47%) (55€) (499¢) (4,695
Net cash provided by financing activiti 3,63t 6,88¢ 71€ 271 (167)
Effect of currency exchange rate on c — — — — 20
Net increase (decrease) in cash and cash equis. $(2,319) $ 5,78« $10,00¢ $5,38¢ $ 6,521

Net Cash Provided by (Used in) Operating Activit

Net cash used in operating activities in 2007 prilpaeflected the net loss of $5.3 million, growithinventory of $1.6 million and receivables of.&@nillion,
offset by an increase in deferred revenue of $ildom depreciation of $1.3 million and stock-bdseompensation of $0.8 million, respectively. Inteies and
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receivables increased primarily due to an incréasales in 2007 and increasing forecasted satef@8. Increase in deferred revenue resulted goipments mac
to distributors close to the end of 2007 to meetdélivery requirement of end customers in early&0

Net cash provided by operating activities in 20@&prily reflected the decline in receivables andeintory of $1.8 million and $0.6 million, respeety,
increases to accrued expenses by $0.5 million afetiéd revenue by $0.4 million, depreciation o#$hillion and stock-based compensation of $1 milliThese
were partially offset by a net loss of $3.4 milliand a decrease in accounts payable of $1.2 milReceivables decreased due to improved colleetifmmts.
Inventory decreased due to increased shipmentofuygts to customers. The decrease in accounts lgayal due to the timing of payments of vendora essult of
purchasing activities.

Net cash provided by operating activities in 20@¢éngrily reflected net income of $7.3 million, ir@ses to accounts payable of $1.4 million, accexpense
of $1.1 million and deferred revenue of $1.6 millialepreciation of $1.3 million and stock-based pensation of $1.2 million. These were offset byramease in
receivables of $4.6 million. Our accounts payalole accrued expenses increased in 2009 to suppoin@eased production volumes and overall openatio
growth. Our deferred revenue increased due to patsmeceived from customers for future shipments. &counts receivable increased as a result pifisiantly
higher product shipments in the fourth quarter@2to meet customer demand.

Net cash provided by operating activities during time months ended September 30, 2010 primafilgcted net income of $23.2 million, increases to
accounts payable and accrued expenses of $1.@mitleferred revenue of $1.3 million, depreciaéod amortization of $1.2 million and stock-basechpensation
of $1.8 million offset by increases in inventory%f.8 million, accounts receivable of $3.1 milliand deferred income taxes of $15.3 million. Oumaacds payable
and accrued expenses increased as a result ohgectg@roduction volumes. Our deferred revenue asere because of shipments made to distributore thothe en
of the period to meet delivery requirements of eastomers. Our inventories increased as a resghtoofing production for immediate delivery to cusgrs in the
fourth quarter of 2010, and accounts receivableeamed as a result of increased shipments.

Net Cash Used in Investing Activitie

Net cash used in investing activities during thargeended December 31, 2007, 2008 and 2009 cahsisprirchases of property and equipment of $1.8
million, $2.5 million and $0.6 million, respectivyel

Net cash used in investing activities during theennonths ended September 30, 2010 consisted oasktused to acquire all of the outstanding stares
Winyatek Technology Inc. of $2.5 million and purska of property and equipment of $2.2 million.

Net Cash Provided by Financing Activitie

Net cash provided by financing activities in 20@nsisted of net proceeds of $3.7 million from ane lof credit and the exercise of stock option$@b
million, offset by the repayment on the line ofditeof $0.6 million.

Net cash provided by financing activities in 20@®sisted of net proceeds of $9.9 million from calef Series E preferred stock and $0.6 milliomeif
proceeds from the exercise of stock options, offgeghe repayment on our line of credit of $3.7liwil.

Net cash provided by financing activities in 20@®sisted primarily of $0.7 million in proceeds frahe exercise of stock options.
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Net cash provided by financing activities during tiine months ended September 30, 2010 consigtedrniy of costs paid in connection with our propds
initial public offering of $0.6 million, offset bproceeds from the exercise of stock options of $@ildon.

Operating and Capital Expenditure Requirements

Our principal source of liquidity as of December 2009 consisted of $19.1 million of cash and caglivalents. Since inception, our operations haenb
financed primarily by net proceeds of approximat&fy.6 million from sales of our convertible preést stock and, beginning in 2009, by cash generfabea
operations. Based on our current operating plathjrathe absence of this offering, we believe thatexisting cash and cash equivalents from ogeratwvill be
sufficient to finance our operational cash needsugh at least the next 12 to 18 months. In ther&jtwe expect our operating and capital experebtto increase as
we increase headcount, expand our business agsiwtid grow our end customer base which will reésuitgher needs for working capital. Our abilitygenerate
cash from operations is also subject to substarisied described under the caption “Risk Factdfsahy of these risks occur, we may be unable ttegate or sustai
positive cash flow from operating activities and firoceeds from this offering. We would then beuieggl to use existing cash and cash equivalergagport our
working capital and other cash requirements. lfitmtthl funds are required to support our workigital requirements, acquisitions or other purposesmay seek
to raise funds through debt financing or from otbeurces. If we raise additional funds throughigiseance of equity or convertible debt securities,percentage
ownership of our stockholders could be significadiluted, and these newly-issued securities mag lmaghts, preferences or privileges senior to ¢hafsexisting
stockholders, including those acquiring sharesim affering. If we raise additional funds by olniiaig loans from third parties, the terms of thdsaricing
arrangements may include negative covenants or cgsgictions on our business that could impairaperating flexibility, and would also require tasincur
interest expense. We can provide no assurancadudétonal financing will be available at all of available, that we would be able to obtain addisl financing on
terms favorable to us.

Contractual Obligations, Commitments and Contingenes
The following table summarizes our outstanding m@xtual obligations as of December 31, 2009:

Payments due by perioc

Less More
Than 1-3 35 Than
Total 1 Year Years Years 5 Years
(in thousands)
Operating lease obligatiol $4,69: $3,21¢ $1,47¢ $— $ —

For the nine months ended September 30, 2010, seeded a liability for our uncertain tax positioh$®.8 million. We are unable to reasonably estetae
timing of payments in individual years due to unakties in the timing of the effective settlemehtax positions.

In April and June 2010, we entered into new le@geaments for our two offices in California. Thade agreements have terms of 63 and 72 months and
required minimum lease payments as specified imgneements. In addition, Winyatek Technology has outstanding lease commitments related to ficsea$pace
in Taiwan. The increase in our outstanding contr@abbligations as of December 31, 2009 as a reétiftese new leases in California and the Winyateshnology
Inc. office lease is as follows:

Payments due by perioc

Less More
Than 1-3 3-5 Than
Total 1 Year Years Years 5 Years
(in thousands)
Operating lease obligatiol $5,94: $ 36 $1,79¢ $2,36¢ $1,741
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As of September 30, 2010, we have noncancelabkhpse obligations consisting primarily of licensel @onsulting fees of $0.8 million, which are pagaib
2010 for $0.2 million, in 2011 for $0.4 million amma 2012 for $0.2 million.
Legal Proceedings

We are currently a party to lawsuits involving NettlFor additional information regarding thisdistion, see “Business—Legal Proceedings.” In aoldjtive
may from time to time become involved in litigaticglating to claims arising from our ordinary caaidf business. These claims, even if not meritaricould result
in the expenditure of significant financial and elision of managerial resources.
Off-Balance Sheet Arrangements

Since our inception, we have not engaged in ampalfince sheet arrangements, such as the useictuséd finance, special purpose entities or végiab
interest entities.
Quantitative and Qualitative Disclosures About Market Risk
Interest Rate Sensitivit

We had cash and cash equivalents of $19.1 milleh$25.6 million at December 31, 2009 and Septer@Be2010, respectively, which was held for working
capital purposes. We do not enter into investmiamtgading or speculative purposes. We do notelvelithat we have any material exposure to chamgibe ifair
value of these investments as a result of chamgiegarest rates due to their short-term naturelibes in interest rates, however, will reduce fatinvestment
income.
Foreign Currency Risk

To date, our international customer and vendoreagents have been denominated almost exclusivelyited States dollars. Accordingly, we have limited
exposure to foreign currency exchange rates ambtlourrently enter into foreign currency hedgiransactions.
Recent Authoritative Accounting Guidance

See note 1 of the notes to our consolidated firdustatements for information regarding recenthyéd accounting pronouncements.
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BUSINESS

Overview

We are a fabless provider of high-speed analogs®rductor solutions for the communications and astmg markets. Our analog semiconductor solutions
provide high signal integrity at leading-edge dgteeds while reducing system power consumption.s@miconductor solutions are designed to addrasdwidth
bottlenecks in networks, maximize throughput andimize latency in computing environments and enéierollout of next generation communications and
computing infrastructures. Our solutions providetal high-speed interface between analog signadiscgital information in high-performance systesogh as
telecommunications transport systems, enterprisganking equipment, datacenters and enterprisessgrgtorage platforms, test and measurement eguipand
military systems. We provide 40G and 100G high-dps®alog semiconductor solutions for the commuidoatmarket and high-speed memory interface salatio
for the computing market. We have a broad prododfqio with 17 product lines and over 170 produas of December 31, 2009.

We leverage our proprietary high-speed analog sigreeessing expertise and our deep understandisgstem architectures to address data bottleriacks
current and emerging communications, enterpriseart computing and storage architectures. We agvilese solutions as a result of our competitirengths,
including our system-level simulation capabilitiegalog design expertise, strong relationships inidlustry leaders, extensive broad process tecgg@gperience
and high-speed package modeling and design expevile use our core technology and strength in bpgred analog design to enable our customers toydapkt
generation communications and computing systemferate with high performance at high speed. @ieve we are at the forefront of developing semditactor
solutions that deliver 100G speeds throughout #te/ork infrastructure, including core, metro and ttatacenter. Furthermore, our analog signal psaug&xpertis
enables us to improve throughput in computing sgstd-or example, some of our computing productblenap to four times the memory capacity on server
platforms while using the current generation of meyrdevices.

We have ongoing, informal collaborative discussiaits industry and technology leaders such as AMRatel-Lucent, Huawei and Intel to design
architectures and products that solve bandwidttidmetcks in existing and next generation commuitoatand computing systems. Although we do not fzawe
formal agreement with these entities, we engagefammal discussions with these entities with respe anticipated technological challenges, nextegation
customer requirements and industry conventionsséamttlards. We help define industry conventionsstaddards within the markets we target by collatigavith
technology leaders, OEMs, systems manufacturersi@mdiards bodies. Our products are designedysterss sold by OEMs, including Agilent, Alcatel-Lute
Cisco, Danaher, Dell, EMC, HP, Huawei, IBM and OeatVe believe we are one of a limited number op$iaps to these OEMs, and in some cases we malyebe t
sole supplier for certain applications. We sellbdirectly to these OEMs and to other intermedigstesms or module manufacturers that, in turn,tedhese OEM:
During the year ended December 31, 2009, we salghamducts to more than 160 customers. Since 2086ave shipped more than 90 million high-speedogna
semiconductors. Our total revenue increased tod®Bdlion for the year ended December 31, 2009 f&?#8.0 million for the year ended December 31, 26@8 the
nine months ended September 30, 2010, our totehtevincreased to $62.0 million from $41.7 millfonthe nine months ended September 30, 2009. As of
September 30, 2010, our accumulated deficit wases3ilion.

Industry Background

The proliferation of mobile devices and wirelesamectivity is driving growth in demand for netwdsndwidth as users seek faster access to hightitafin
video and multimedia content and applications. Adow to the Cisco Visual Networking Index, glob@ltraffic is projected to increase more than féald-from
2009 to 2014, reaching 63.9 exabytes per montl® 14 2Global mobile IP traffic is a key driver ofgh
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growth, and is projected to grow at a compound ahgrowth rate of 108% from 2009 to 2014. In additithe emergence of cloud computing, which allawitiple
users to simultaneously execute applications andsacdata at high speeds is creating additionahdérfor network bandwidth and computing resourbesrder to

handle growing network bandwidth and faster cormguipeeds, communications and computing systenuireegreater processing resources and higher access
speeds.

Significant Growth In Mobile IP Tratfic
Exabyles per muonth; 1 Exabyte = 10" Gigabytes:

35
108% CAGR
21
0.5
008
— |
2000 2010 N 22 2013 2014

Source: Cisco Visual Networking Index.
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Emergence of Cloud Computin

Cloud computing refers to an architecture thattiee@omputing resources, including hardware, soévaad data, in centralized datacenters and enabées
to access these resources on-demand via the Iht&hediagram below graphically depicts a clouthpating architecture example, including a centealiz
datacenter with computing resources, and the cetveark and aggregation networks that connect tieesus the datacenter.

As illustrated in the diagram, the datacenter iagif both hardware and software layers. The harelayer, which is designed to allow multiple sster
access multiple resources, includes servers ard stbrage devices with large amounts of memoryretdorking hardware such as routers and switChes.
software layer delivers applications and servibes tun on this hardware layer. The core netwodvigies communications to users across the countay o
metropolitan region, and the aggregation netwodvigles communications to users in a local regiasthBhe core and aggregation networks employ nédwgr
hardware such as dense wavelength division mutpe routers, and switches. The core and agdoegaetworks enable a user to access various a@piplics and
services, such as Internet Protocol televisiohPdl/, and video conferencing, which run on the aack and software layers in the datacenters, witregard to
where the datacenters are located or how theycaessed. In addition, because of the large amafimemory on the servers in the datacenters aret bérdware
and software features that enable high capacigyafiplications and services can be simultaneouslgssed by a large number of users. For exampdepdssible fc
large numbers of users in diverse geographic looatio simultaneously access these applicationsamvites via mobile or broadband Internet by coting over
the aggregation and core networks to datacenteasdd across the country. This is commonly refetweas accessing the applications and servicethéirtloud.”
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Users benefit from the cloud computing paradignodigh increased mobility as well as limited capdadl operating expenditures, while maintaining data
security and reliability. Providers benefit frontieased utilization through economies of scale ofdiog to the IDC eXchange, New IT Cloud Serviceseeast:
2009-2013, October 2009, spending on public cloasked server and storage services is expectedwofgpm $3.7 billion in 2009 to $12.8 hillion in 2681
representing a compound annual growth rate of 37%.

The continued successful adoption of cloud comutaguires networks that are scalable and efficlandrder to allow multiple users to simultanegusl|
access data at high speeds, service provider peisieeiand datacenter networks require additionadiaédth and storage. For example, in order to gleview and
advanced applications, leading Internet comparpesate datacenters that demand additional netwamkieidth and storage capacity to scale as theirhese
grows and applications increase and become motestimated. The proliferation of cloud computingeigected to accelerate service provider and etigerp
network upgrades and lead to the widespread degloyof the next generation of high-speed netwackitelogies.

Trends Across the Network and Computing Infrastruce

Service providers have historically driven netwaggrade cycles to increase bandwidth and incréeseumber and quality of services they provide to
customers. These upgrade cycles are generallyatbareed by increased speed requirements for datarnission. For example, transmission speediimtiernet
backbone increased from 622 Mbps (megabits pemsido the early 1990s to 2.5 Gbps by the end aff decade, and to 10 Gbps by the mid 2000s. Begjnni
2006, carriers began upgrading core and metro mksFfoom 10 Gbps to 40 Gbps to meet increasing watii demand. Ovum Research expects the total 40G
market to grow from $469 million in 2010 to $1.3libn in 2015, representing a compound annual gnowate of 23%. Beyond 40G, 100G network upgrades ar
expected to begin to be deployed in 2012, bothéncommunication networks as well as in entergiagacenters. Ovum Research expects the total 1Giento
grow by a compound annual growth rate of 88% t@ $illion from 2012 to 2015.

Enterprises are addressing the increased bandd&gittand by upgrading their corporate networks apéecing computing capacity in datacenters. At the
same time, enterprises are trying to minimize povegrsumption and space requirements. Historicaliyerprises have deployed various technologieseim t
networks, and Ethernet has emerged as a commoplgyael solution to upgrade corporate networks beea its ability to coseffectively scale bandwidth capac
while minimizing power consumption, space and openal support requirements. Due to favorable penmce attributes of 100G technology, enterprise
networking equipment is also expected to transitiohO0G technology. For example, a single 100kt link can provide the same bandwidth, begtsmicy and
reduced system complexity while utilizing a fractiof the power and space as compared to ten 10&righlinks. As a result, 100G Ethernet technolisggxpected
to improve energy efficiency and lower capital exgiéures as compared to 10G Ethernet technology.

Increasing data volumes, coupled with softwareretdgies such as virtualization, which allows npl&iusers to run different operating systems and
applications on a single server, require increaseder processing capacity in the datacenter. A&seirtualization and efficiency become more imtpat to
enterprise IT management, we believe that servighrsmulti-core central processing units, or CPUg] aigh-speed technology will become more prevaltetiie
datacenter. These high-end servers must suppatiath&fer of large volumes of data between the GR&system memory and other input-output, or #€yices at
extremely high speeds and with low latency. Thégireement is particularly challenging because iases in memory density have failed to keep pade adtvances
in processing power, resulting in bottlenecks witthie server. As enterprises continue to migratddoed computing models, these high-end serversoémer
datacenter solutions require technology solutitias &llow them to process greater data volume frartiple sources, maximize server floor space,-effgtctively
upgrade new and existing networks and reduce poasumption.
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The Need for High-Speed Analog Semiconductors to Aldess Critical Signal Integrity Challenges

Communications and computing systems must manageel@bly at increasing speeds using a wide rarfigiysical media or interfaces, including wirales
twisted pair copper wires, coaxial cables and fiqgtic cables. At higher speeds, signal integritgl data transmission and recovery become incregdiif§icult to
achieve. Moreover, in many networks and computysgesns, bandwidth bottlenecks arise where the phlysiedia and traditional semiconductor solutiomns a
incapable of supporting the increased data tramafes and cause signal deterioration. These sifgtatioration issues are addressed with high-spealbg
semiconductors that maintain or improve signalgritg at every point of the physical interface. Sadighspeed analog semiconductors employ sophisticat@idg
signal processing techniques to accurately genaatplify, reshape, retime and receive the trartechidlata.

High-speed analog semiconductor solutions addméssat engineering needs of the different markeithin the communications and computing
infrastructures. These needs include: high sigrtebrity at high speeds, reduced power consumptigstemwide cost efficiency, small form factor and rapide to
market. Signal integrity, especially at high sped@s been a technical challenge that has notieeby many existing analog semiconductor solutiéusther,
those analog solutions that have met the requiggdkintegrity benchmarks at high speeds are aftarstrained by power, cost, footprint and othefquenance
considerations. These constraints differ by encketaand are outlined below:

. Communications NetworksNetwork operators are upgrading their networks i@ to 40G and 100G, requiring error-free or laweetransmission
of data up to several thousands of kilometers stadice. In these networks, higheed analog semiconductors are required to ehghesignal integrit
as well as increased data transfer from transnmgbi@ugh receipt. Current solutions that achieigé signal integrity typically do so at the expenge
power consumption, footprint and si.

. Enterprise and Datacenter Networkin the datacenter, Ethernet switches and routers traditionally connected downstream servers WEhEtherne
ports to upstream switches and routers with 10@1&tt ports. The advent of more powerful downstreamers results in data bottlenecks in these
switches and routers as they provide upstream otions with existing 10G ports. High-speed analepisonductors are required to address these date
bottlenecks that arise as server interconnectgpa#ds increas

. Computing and Storag. The proliferation of advanced mi-core processing and higher CPU speeds has madaeetchallenging to incorpora
additional 1/0 and memory devices. At high spesimal deterioration within communication chanmelstricts the maximum number of 1/O interface
or memory devices that can connect to a singlerotbat or CPU. As speeds within each channel archtimber of channels increases, the impact of
these limitations is magnified, resulting in reddi¢#, memory and CPU communication channel capaeit throughput. This results in decreased
server utilization, which creates the need for oldal server racks and increases system powenogpin. To increase throughput, higheed analo
semiconductors are required to manage signals al@gommunication channels between the CPU, systemory and other interface devic

High-speed analog semiconductors also serve dritioations within high-performance systems deptbyreother markets such as test and measurement
equipment and military systems. For example, tgstthe measurement and validation of communinatgystems, research and development teams wythiiens:
providers need to use signal test and measurem@stwith even more advanced, next generation dhipes These test and measurement systems, eebigh-
speed analog semiconductors to enable high fregquggoal acquisition. In addition, military systenssich as next generation radar detection systeswporate
high-speed analog semiconductors to improve sigiedrity and data throughput at higher speedsenliiliting system power consumption, size and cAstthe
speed requirements for next generation test andgune@ent systems and military equipment continiediease, we believe that many current solutioitisall
short of addressing market needs.
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Our Competitive Strengths

Our semiconductor solutions leverage our deep wtateding of high-speed analog signal processingoandystem architecture knowledge to address data
bottlenecks in current and emerging network architees. We design and develop our products foctimemunications and computing markets, which typidahve
two to three year design cycles, and product yiges of 10 or more years. We believe our leadprpbsition in developing high-speed analog semiootats is a
result of the following core strengths:

Syster-Level Simulation Capabilities We design our high-speed analog semiconductorienkito be critical components in complex systeims.
order to understand and solve system problems, avk glosely with systems vendors to develop prdapriecomponent, channel and system simule
models. We use these proprietary simulation anidatibn tools to accurately predict system perfaro@aprior to fabricating the semiconductor or
alternately, to identify and optimize critical s@mnductor parameters to satisfy customer systemireagents. We use these simulation and validation
capabilities to reduce our customers’ time to mbaakel engineering investments, thus enabling establish differentiated design relationships with
our customers

Analog Design Expertis.. We believe that we are a leader in developing Hraad analog semiconductors operating at high frecjae of up to 100
GHz. High-speed analog circuit design is extrenoélgllenging because, as frequencies increase, seduictors are increasingly sensitive to
temperature, power supply noise, process variawhinteraction with neighboring circuit elemerevelopment of components that work robustly at
high frequencies requires an understanding of gnefcuit design, including electromagnetic theand practical experience in implementation and
testing. Our analog design expertise has enabléd dessign and commercially ship the first 18 GHk-and-hold amplifier, 28 GHz linear
transimpedance amplifier, 40 GHz transimpedancdifierand 50 GHz MUX and DEMUX componen

Strong Relationships with Industry Leade. We develop many of our hi-speed analog semiconductor solutions for applinatand systems that ¢
driven by industry leaders in the communicationd @amputing markets. Through our established ratiips with industry leaders, we have
repeatedly demonstrated the ability to address teehnological challenges. As a result, we arégaes! into several of their current systems and
believe we are well-positioned to develop high-spaealog semiconductor solutions for their emergirghitectures. For instance, our high-speed
memory interface designs have been validated tei'nXeon® Core i and next generation platform® NMdve ongoing, informal collaborative
discussions with communication companies such aatél-Lucent and Huawei to address their next geiter 100G efforts, although we have not
entered into formal agreements with these enti8gecifically, we engage in informal discussionthihese entities with respect to anticipated
technological challenges, next generation custaeruirements and industry conventions and standAsia result of our development efforts with
industry leaders, we help define industry convergiand standards within the markets we target Bgtmrating with technology leaders, OEMs and
systems manufacturers, as well as standards bsdiédsas the Joint Electronic Device Engineeringricds, or JEDEC, and the Institute of Electrical
and Electronic Engineers, or IEEE, and the Opfitrnetworking Forum, or OIF, to establish indysttandards

Broad Process Technoloc. We employ process technology experts, device tdolists and circuit designers who have extensiyegeggnce in many
process technologies including CMOS, SiGe and/Itechnologies such as GaAs or InP. We have deedlspecific internal models and design kits
each process to support a uniform design methogi@ogpss all of our semiconductor solutions. Faregle, our products using 40 nanometer CMOS
technology require development of accurate modelsidb-circuits such as PLLs, varactors and indsctds another example, for IllI-V materidiasec
processes, in-house model development is a negessitwe believe also provides a substantial coitheeadvantage because these processes have
complex material and device interactions. Combivéd our fabless manufacturing strategy, our degigpertise, proprietary model libraries and
uniform design methodology allow us to use the pessible materials and substrates to design avelaeour semiconductor solutions. We believe
that our ability to design hi-speed analo
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semiconductors in a wide range of materials andgs® technologies allows us to provide superidiop@ance, power, cost and reliability for a spex
set of market requiremen:

High-Speed Package Modeling and DesigiWe have developed deep expertise in high-speedigaakodeling and design, since introducing the firs
high-speed 50 GHz MUX and DEMUX product in 2001. Agthfrequencies, the interaction between an andéxice, its package and the external
environment can significantly affect product penfi@nce. Accurately modeling and developing advapesttaging allows semiconductor solutions to
address this challenge. Due to the advanced nafuiés work, there is a limited supply of engineaiith experience in high-speed package modeling
and design, and therefore this required expertisebe difficult to acquire for companies that haeeinvested in developing such a skill set. Weehav
developed an infrastructure to simulate electricedchanical and thermal properties of devices auttgges that we integrate within our semiconductor
design process and implement at our third-partkagiog providers. Modeling is an inherently iteratprocess, and since our model libraries are used
extensively by our circuit designers, the accurang value of these models increases over timec@uent packaging and modeling techniques enable
us to deliver semiconductors that are energy efiigioffer higl-speed processing and enable advanced signal iytegtiin a small footprint

We believe that our system-level simulation captisl, our analog design and broad process tecgpalesign capabilities as well as our strengths in
packaging enable us to differentiate ourselvesddiyering advanced high-speed analog signal prongsslutions. For example, we believe we have sssftlly
demonstrated the feasibility of our next generafib@G Ethernet architecture well ahead of our cdigge. Within the server market, we have applied analog
signal processing expertise to develop our iMBechnology, which is designed to expand the memapacity in existing server and computing platfarfdoption
of the IMB™ allows up to four times the memory capatd be installed in a server platform, while wsthe current generation of memory devices.

Benefits We Provide to Our Customers
We believe the key benefits that our solutions mlevo our customers are as follows:

High Performance. Our higt-speed analog semiconductor solutions are designetét the specific technical requirements of ast@mers in thei
respective end-markets. In many cases, our closigrdeslationships and deep engineering expertise®in a position where we are one of a limited
group of semiconductor vendors that can providengeessary solution. For instance, in the broadlsamimunications market, we believe our products
achieve the highest signal integrity and attairesigp signal transmission distance at requiredrerae or low error rates. In the computing market,
believe our products achieve industry leading tratasfer rates at the smallest die s

Low Power and Small Footprin. In each of the end markets that we serve, the pbugget of the overall system is a key considendio systems
designers. Power consumption greatly impacts sysgenation cost, footprint and cooling requiremeatsl is increasingly becoming a point of focus
for our customers. We believe that our high speedog signal processing solutions enable our custstio implement system architectures that reduce
overall system power consumption. We also belieeg, tat high frequencies, our higheed analog semiconductor devices typically coesless powe
than competitors’ standard designs, which ofteniiporate poweconsuming digital signal processing to perform degasfer functions, thereby furtt
reducing overall system power consumption. In aaldjtin many of our applications, we are able teigle and deliver semiconductors that have a
smaller footprint and therefore reduce the ovesydtem size

Faster Time to Market Our customers compete in markets that require bjpged, reliable semiconductors that can be integjiato their systems as
soon as new market opportunities develop. To meetastomers’ time-to-market requirements, we wddsely with them early in their design cycles
and are actively involved in their development psses. Over the past nine years, we |
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developed methodologies and simulation environmigraisaccurately predict the behavior of compldrgnated circuits within various communicati
systems. In addition, we have developed an extensternal library of proven building block circsiisuch as amplifiers, phase frequency detectors and
transmitters that are reused to shorten desigresyaid reduce ris

Risks Associated with Our Business Model
Our business model is subject to various riskswarartainties, including, but not limited to, tfedldwing:

Fluctuations in our Revenue and Operating Result®ur revenue and operating results can fluctweldéch could cause our stock price to decline.
Factors that may contribute to these fluctuatiowtuide, but are not limited to, the reduction anaellation of customer orders, fluctuations in lneels
of component inventories held by our customersgtia or loss of significant customers, our abitidydevelop and market new products and
technologies on a timely basis and the timing atdre of product development cos

History of Losses and Accumulated Defi.. As of September 30, 2010, we had an accumulagditdbf $37.6 million and have incurred net losse
each year through 2008, and we may incur net laestee future

Dependence on a Limited Number of Custom. We depend on a limited number of customers aoduymts for a substantial portion of our revenue.

For example, sales directly to Samsung accounte86% and 33% of our total revenue and sales dyracid through distributors to Micron accounted
for 17% and 12% of our total revenue for the yewtesl December 31, 2009 and the nine months endedrBieer 30, 2010, respectively. Some of our
customers, including Samsung and Micron, use aedlymts primarily in hig-speed memory device

Lack of Lonc-Term Purchase CommitmentSubstantially all of our sales are made on a pselwader basis and we do not have long-term puechas
commitments with any of our customers. The los®ofeduction in sales to, a key customer will matly and adversely affect our operating rest

Lengthy Sales Cycl. We must win competitive bid processes, such Wimewvn as “design wins,” to enable us to sell oumisenductor products for
use in our customers’ products. The design wingssds lengthy and we may not secure the desigmmgenerate any revenue despite incurring
significant design and development expendituresnEafter securing a design win, we may experieetayd in generating revent

Lengthy and Expensive Qualification Proce. Our customers require our products and our thady contractors to undergo lengthy, expensive and
extensive qualification processes. In additionjecessful qualification does not assure any sdl#segroduct to that customer and it can take is¢ve
months or more before a customer takes volume ptamuof components or systems that incorporatepooducts, if at all

Need to Continually Develop and Introduce New Prars. Our future success depends on our ability to caatly develop and introduce new prodt

to meet the changing technology and performanceinemgents of our customers, diversify our revenageband generate new revenue to replace, or
build upon, the success of previously introduceatipcts which may be rapidly maturing. For example2009, we successfully introduced and begi
ship a new product in production which we iden&/product number INSSTE32882-GS04, or the GS0dugtpand which consists of an integrated
PLL and register buffer. Sales of the GS04 prodoatprised 43% of our total revenue in 2009. Thadpct has now matured and, as a result, sales of
this product are now declining in volurr

Market Development of and Demand for 100G Solutic. We are currently investing significant resourtedevelop semiconductor solutions
supporting 100G data transmission rates. If siffitmarket demand for 100G solutions does not dpved develops more slowly than expected, or if
we fail to accurately predict market requiremenmtdemand for 100G solutions, our business, conpetjtosition and operating results would suf
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For additional discussion of the risks applicabl@ar business model, please see the discussiar thmelheading “Risk Factors.”

Our Strategy

Our mission is to enable faster communications@mdputing infrastructure with high-speed analogisenductor solutions that reliably capture critical
analog signals, convert them to useful data, eamtsport the data at high speeds. Key elementsraftmategy include:

Products

Focus on Markets that Require High Signal Integritgt High Speeds We believe our target markets are driven by exgegtewth trends in video
applications, mobile Internet and cloud computiteysing a greater demand for network bandwidthcantputing speeds. Due to higher bandwidth
faster computing needs, these applications requirespecialized semiconductor solutions that pevidjh-speed data traffic, preserve signal intggrit
and increase power efficiency. For example, we ig@high-speed analog semiconductor solutions ifgit growth markets such as 40G and 100G
communications. We intend to continue to focuseftorts in markets where high signal integrity aghhspeeds is imperativ

Extend Technology Leadership in Hi--Speed Analog Semiconductor§Ve believe we employ best-in-class technology asigh capabilities in our
high-speed analog semiconductor solutions. Ouniatiee approaches have allowed us to be first tcketan a number of key product lines. For
example, we designed and commercially shippeditself8 GHz track-and-hold amplifier, 28 GHz lingeansimpedance amplifier, 40 GHz
transimpedance amplifier and 50 GHz MUX and DEMWnponents. We intend to continue to invest in nedeand development to extend our
leadership in existing markets and enable the widesl deployment of our next generation technologynewer markets

Expand Global Presenc. Given the continued globalization of the semicoridusupply chain, we believe that a global preseés@eitical to securing
design wins from both new and existing customers.ditrently have offices in North America, Asia dutope coupled with 16 sales channel partners
worldwide. We plan to continue the expansion of sales, design and technical support organizatidmdaden our customer reach in new markets,
primarily in Asia and Europe. For example, we relyeopened new design centers in the United King@mm Singapore to capitalize on local design
talent. Additionally, we continue to increase thenier of global sales professionals directly amdubh channel partner

Continue to Build Deep Relationships with Custome#/e intend to continue to develop lotgrm, collaborative relationships with customersovaine
regarded as leaders in their respective marketsw@vk closely with customers throughout design egdhat often last two to three years, and often in
situations where we are their sole supplier foivergproduct. As a result, we are able to devebmygiterm relationships with our customers as our
technology becomes embedded in their products. Mfetp continue to work with customers to enabknitto develop innovative solutions that add
both existing and new performance challen

Attract and Retain Top Taler. We believe one of our key differentiators residethie design of solutions that address complexweed problems

for our customers. In this respect, our team ofa@nangineers and systems designers is criticalitcsuccess. Our technical team typically has, on
average, more than 20 years of industry experianittemore than 75% having advanced degrees and thare25% having Ph.Ds. We intend to
continue to aggressively recruit and seek to retdénted engineering and design personnel. Fanpba on June 30, 2010, we recently acquired all of
the outstanding shares of Winyatek Technology d.aiwanese company, in part to further strengthertechnology and engineering resour

Our products address bandwidth bottlenecks throutgthe cloud computing and network communicatiorisastructure, as depicted in the illustration belo
For instance, our high-speed memory interface ptsdcan be
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found in servers where they allow CPUs to bettéizatavailable memory resources. In addition, praducts find application in devices such as deveseslength
division multiplexers that enable core and aggiegatetworks.
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As of December 31, 2009, we had more than 170 ptsdicross 17 product lines, including products hlaze commercially shipped, products for which we
have shipped engineering samples and products adiegetopment, that perform a wide range of funatisach as amplifying, encoding, multiplexing,
demultiplexing, retiming and buffering data andosi®ignals at speeds up to 100 Gbps. These prodreteey enablers for servers, routers, switchesmge and
other equipment that process, store and transptattchffic. Our products are also used in testrardsurement equipment and military radar systeatscapture
and process high-speed and ultra broadband sigivalsntroduced 11 new products in 2009. We desighdevelop our products for the communications and
computing markets, which typically have two to #hseear design cycles, and product life cycles ag ks 10 years or more.

In 2009, we successfully introduced and began i aimew product in production which we identifymeduct number INSSTE32882-GS04, or the GS04
product, and which consists of an integrated PLdl myister buffer. Sales of the GS04 product cosepri43% of our total revenue in 2009. In 2010, ise began t
ship in production volume a new “low voltage” vensiof our integrated PLL and register buffer, whiglshipping in the form of product number INSSTB82-
GSO02, or the GS02 product. The GS02 product is@ggeo be significant to our annual total revefore2010 and is expected to largely displace theuahvolume
of the older GS04 product that might otherwise haeen purchased by customers in the second halild and beyond. This GS02 product has been ladreui i
currently in full commercial production and is shiipg in commercial volume. There were no other patsl that generated more than 10% of our totalmesén
2007, 2008 or 2009.
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The table below lists our products, their applimatpeed in gigabits per second, or Gbps or Gfamational description.

Product Line Speed Description Application
Clock and Data 100G Recovers the clock from high-speed signals; usedtime the | Enables the next generation of small form fact@@@0
Recovery (CDR) signal prior to re-transmitting to ensure the higgtsgnal Ethernet modules, line cards and backplane apjitat
integrity

Clock fanout 10G to 50C | Provides replication and buffering of h-speed clock signa | Typically used to distribute a hi-speed clock to multipl
chips in a syster

Demultiplexer 10G to 50C | De-serializes a hic-speed data stream to multiple lower sp | Typically used in hig-speed data acquisition applicatic

(DEMUX) data streams for further signal process

D Flip Flops 10G to 50G | Retimes the input signal to deliver optimal sigimégrity Typically used in high-speed pattern generation
applications

Differential 10G Amplifies differential signals and drives high-spesnalog-to- | Typically used to amplify linear broadband signaisirive

Amplifiers digital converters high-speed analog-to-digital converters for datguaition
applications

Differential 10G Provides differential encoding function for Differtéal Phase | Typically used in 10 Gbps ultra long haul optical

Encoders Shift Keying (DPSK) transmissic transceiver:

Isolation Memory 1.6G Provides critical high-speed interface betweenctrral Architecture adopted by the Joint Electronic Device

Buffer (iMB ™) processing unit (CPU) and memc Engineering Council as an industry stanc

Latched 10G to 50C | Used as a hi¢-speed -bit analo¢-to-digital convertel Typically used in hig-speed data acquisition applicatic

Comparatol

Logic Gates 10G to 50G| Standard logic gates used as genpuapose building blocks f¢ Typically used in test and measurement applications

high-speed data processi
Modulator Driver] 40G to 100§ Amplifies a small signal to 8 volts (or higher) put voltage in | Typically used in optical transmission systems &sd and
order to drive optical modulators for very longtdisce data measurement equipment

transmissior

Multiplexer 10G to 50G | Serializes multiple data streams to a high-speéal steeam Typically used in high-speed pattern generation

(MUX) prior to transmissio applications

Phase-Lock Loop 1.86G Provides critical highspeed interface between CPU and mer| Typically used for all but the lowest capacity mhaduin

(PLL)* order to install sufficient memory in computing sstdrage
platforms

Prescalers 10G to 50G | Divides the high frequency clock to a lower freqgexerlock Typically used in test and measurement, militarg alra
long haul optical transmission equipm:

Register Buffers 1.86G Regenerates a CPU’s command and address signals Typically used for all but the lowest capacity mizuin
order to install sufficient memory in computing astdrage
platforms

Return-to-Zero 10G Converts a Non-Return-to-Zero (NRZ) digital bitestm to RZ | Typically used in 10 Gbps ultra long haul optical

(RZ) Convertel format transceiver:

Serialize- 100G Combines a serializer, deserializer, equalizer@D& functiondy Enables the next generation of high density 100 Eet

Deserializer on one chip linecards

(SERDES)

Transimpedancel 10G to 100G Amplifies small currents generated by a photodetefor Typically used in optical transceivers for Ethernet

Amplifier (TIA) further signal processing synchronous optical networking, dense wavelengttsidin

multiplexing, as well as other optical receiver lgggiions

*  Product number INSSTE32882-GS04, or the GS04 ptpdansists of an integrated PLL and register buBales of the GS04 product comprised 43% of our
total revenue in 2009. A new low voltage versiomof integrated PLL and register buffer is also rehipping in volume as product number INSSTE32882-
GSO02.
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Each of the products listed in the table abovecareently in commercial production except for oMiB ™ product, for which we are currently shipping
engineering samples and expect to commence comahproduction in 2011, and our CDR and SERDES petsjwvhich are under development. We currently
expect to commence shipments of engineering samplasr CDR and SERDES products in 2011, and comiagproduction of these products in 2012.

Customers

We sell our products directly to OEMs and indire¢cdyOEMs through module manufacturers, ODMs andssiabems providers. We work closely with
technology leaders, including microprocessor androanications equipment companies, to design aithites and products that help solve bandwidth dmtttks
in and between systems. These technology leadins désign our products into reference designs;iwtiiey provide to their customers and supplieos.example,
in the server market we work closely with major Ciidnufacturers to address the bottleneck betwesn@PU and the increasing amount of memory ath¢bét.
These CPU manufacturers then provide their serfAty @ustomers and memory module partners with a@atdin report, including validation of our memory
interface products. These server OEMs and memoduiea@ompanies then design our memory interfacdymts into their production systems. Ultimatelyr sales
into these servers are to memory module compainidsding Hynix, Micron, Samsung and others. In tiegworking market, we work closely with OEMs toidet
high performance communication links. These OEMsgieour product into their systems and then rexjieir ODM and electronics manufacturing services
suppliers to purchase and use that specific prddoct us. We also work directly with module manutaers to design our products into their modulesictv they
sell to OEMs.

We work closely with our customers throughout desigcles that often last two to three years andrgeable to develop long-term relationships witgmthas
our technology becomes embedded in their prodAsts result, we believe we are well-positioneddbanly be designed into their current systems atad to
continually develop next generation high-speed@naemiconductor solutions for their future produ€uring the year ended December 31, 2009, weaold
products to more than 160 customers.

Sales to customers in Asia accounted for 54%, 6486/d% of our total revenue in 2007, 2008 and 28&hectively. Because many of our customers ar
OEM manufacturers are located in Asia, we antieighat a majority of our future revenue will continto come from sales to that region. Althoughrgda
percentage of our sales are made to customersi@ e believe that a significant number of thetasys designed by these customers and incorporating
semiconductor products are then sold to end usgside Asia.

We currently rely, and expect to continue to rely,a limited number of customers for a significpottion of our revenue. In the nine months ended
September 30, 2010, Samsung accounted for 33%rdbtal revenue, and our 10 largest customers @ty accounted for 79% of our total revenueatidition,
sales directly and through distributors to Micrat@unted for 12% of our total revenue in the nirenths ended September 30, 2010. Samsung directhuated
for 36% of our total revenue and sales directly #mmdugh distributors to Micron accounted for 17#@uor total revenue for the year ended Decembe2329. No
other single customer directly or indirectly acctmehfor more than 10% of our total revenue in 260¢he nine months ended September 30, 2010.

Sales and Marketing

Our design cycle from initial engagement to volush@ment is typically two to three years, with puotllife cycles in the markets we serve rangingnftavo
to 10 years or more. For many of our products yesmbagement with our customers’ technical stafieisessary for success. To ensure an adequatefexeslly
engagement, our application and development engiveark closely with our customers to identify gmmdpose solutions to their systems challenges.
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In addition to our direct customers, we work clgseith technology leaders such as Intel and AMDtf@ computing and storage markets and Alcatel-htjce
Cisco, Huawei for the networking and communicatiorasket to anticipate and solve next generatiotieiges facing our customers. As part of the safeb
product development process, we often design aduyats in close collaboration with these industéigders and help define their architecture. We édsticipate
actively in setting industry standards with orgatians such as IEEE, JEDEC and OIF to have a voittee definition of future market trends.

We sell our products worldwide through multiple chels, including our direct sales force and a neitved sales representatives and distributors. Reryear
ended December 31, 2009, 78% of our revenue wasratexl by our direct sales team and third-partyssapresentatives. We operate direct sales officéspan,
Korea, Singapore, Taiwan and the United Statesamgloy sales personnel that cover our direct custsrand manage our channel partners. We utilizesbles
representatives and two distributors in Asia, @rithistor in Europe, a distributor in Israel, niredes representatives in North America and a digtiibin Japan. Our
channel network includes more than 100 sales psimfiesals to support our products and customersjding seven in Japan, 21 in Asia (other than Jajg@nin
North America and 26 in Europe, the Middle East Afrita, or EMEA. All of these sales professionate sales agents and are employed by our distriatal
sales representatives except for 10 sales agemisrehour direct employees, including two in Japlarge in Asia, four in North America and one in EM We
believe these distributors and sales represensaisree the requisite technical experience in agetamarkets and are able to leverage existingioekhips and
understanding of our customers’ products to eféetyisell our products. Given the breadth of ougéa markets, customers and products, we providelioect and
indirect sales teams with regular training and shpoduct information with our customers and stdasn using web-based tools.

Manufacturing

We operate a fabless business model and use taitg-fipundries and assembly and test manufactwamgractors to manufacture, assemble and test our
semiconductor products. We also inspect and tett paour Westlake Village, California, facilitfhis outsourced manufacturing approach allows dedos our
resources on the design, sale and marketing gbrmatucts. In addition, we believe outsourcing mahgur manufacturing and assembly activities presids the
flexibility needed to respond to new market oppoities, simplifies our operations and significantiyluces our capital requirements.

We subject our third-party manufacturing contragtor rigorous qualification requirements in ordenteet the extremely high quality and reliabilitgredards
required of our products. We carefully qualify eattour partners and processes before applyintettienology to our products. Our engineers workedlosith our
foundries and other contractors to increase ylelder manufacturing costs and improve product dgyali

. Wafer Fabrication. We currently utilize a wide range of semicondugimrcesses to develop and manufacture our prodaath of our foundries tends
to specialize in a particular semiconductor wafecpss technology. We choose the semiconductoepsaand foundry that we believe provides the
combination of performance attributes for any paittir product. For most of our products, we utibzeingle foundry for semiconductor wafer
production. Our principal foundries are TSMC in Taiw Sumitomo in Japan, GCS in California and UMS&rance.

. Package and Assemb. Upon the completion of processing at the foundrg,finished wafers are shipped to our third-pastseanblers for packaging
and assembly. Currently, our principal packaging assembly contractors are OSE in Taiwan, STATPREAC in Korea, Signetics in Korea, Kyocera
in America and Japan, and Natel in Califor

. Test. At the last stage of integrated circuit productionr third-party test service providers test thekpged and assembled integrated circuits.
Currently, OSE in Taiwan, STATS ChipPAC in Koreal&ignetics in Korea are our test partners. We pdstorm testing in our Westlake Village,
California, facility.
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We are committed to maintaining the highest le¥ejuality in our products. Our objective is thar guoducts meet all of our customer requirements, a
delivered on-time and function reliably throughtheir useful lives. As part of our total qualitysasance program, our quality management systerbées certified
to ISO 9001:2008 standards. Our manufacturing pestare also ISO 9001 certified.

Research and Development

We focus our research and development efforts @aldping products that address bandwidth bottlesétketworks and minimize latency in computing
environments. We believe that our continued sucdepsnds on our ability to both introduce improvedsions of our existing products and to develop peoducts
for the markets that we serve. We devote a podfaur resources to expanding our core technolaoghding efforts in system-level simulation, highesed analog
design, supporting a broad range of process teobied and high-speed package modeling and design.

We develop models that are used as an input tondication of proprietary and commercially availabieulation tools. We use these tools to predieralV
system performance based on the performance giroduct. After our product is manufactured, we perf system measurements and refine our model set to
improve the model’s accuracy and predictive abilig a result, our models and simulation tools hayeroved over time and we have been able to vecyrately
predict overall system performance prior to faltif@aa part.

We have assembled a core team of experienced emgiard systems designers in three design centatet in the United States, the United Kingdom and
Taiwan. Our technical team typically has, on averagore than 20 years of industry experience withenthan 75% having advanced degrees and more&8%n
having Ph.Ds. These engineers and designers avkv@u/in advancing our core technologies, as welgplying these core technologies to our prodecetbpment
activities across a number of areas including tetenunications transport systems, enterprise neingrquipment, datacenters and enterprise serstersge
platforms, test and measurement and military systém2007, 2008, 2009 and the nine months endpté®der 30, 2010, our research and developmentegpe
were $17.3 million, $17.5 million, $17.8 million &i$16.9 million, respectively.

Competition

The global semiconductor market in general, ancctilemunications and computing markets in particwes highly competitive. We expect competition to
increase and intensify as more and larger semiciodaompanies enter our markets. Increased cotigpetiould result in price pressure, reduced pabflity and
loss of market share, any of which could materialiyl adversely affect our business, revenue anctipg results.

Currently, our competitors range from large, in&ional companies offering a wide range of semicetal products to smaller companies specializing in
narrow markets. Our primary competitors includedtoom, Hittite, IDT and Texas Instruments, as waelbther smaller analog signal processing compaWies
expect competition in our target markets to incedashe future as existing competitors improvexpand their product offerings. In addition, asaeatinue to
develop our 100G semiconductor solutions for emieemetworks, we may face competition from comeausiuch as Broadcom and NetLogic.

Our ability to compete successfully depends on efgsboth within and outside of our control, inéhglindustry and general economic trends. Duringf pa
periods of downturns in our industry, competitiarthie markets in which we operate intensified ascagtomers reduced their purchase orders. Manyrof o
competitors are significantly larger, have greéiteancial, technical, marketing, distribution, ouster support and other resources, are more estadliban we are,
and have significantly better brand recognition brmhder product offerings with which to withstagichilar adverse economic or market conditions @nftiture.
These developments may materially and adversedgiadiur current and future target markets and bilityato compete successfully in those markets.
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We compete or plan to compete in different targetkets to various degrees on the basis of a nuofl@incipal competitive factors, including:

. product performance;

. power budget;

. features and functionalit
. customer relationship

. size;

. ease of system design;
. product roadmap;

. reputation and reliability;
. customer support; and

. price.

We believe we compete favorably with respect tdhed#dchese factors. We maintain our competitiveitpoos through our ability to successfully design,
develop and market complex high-speed analog saoisifior the customers that we serve.

Intellectual Property

We rely on a combination of intellectual propeiights, including patents, trade secrets, copyrightstrademarks, and contractual protections, dtept our
core technology and intellectual property. As opt8enber 30, 2010, we had 30 issued and allowead{saite the United States and other patent apptinatpending
in the United States. The 30 issued and alloweenpain the United States expire in the years lmaginin 2021 through 2027. Many of our issued pitend
pending patent applications relate to high-speealitiand package designs.

We may not receive competitive advantages fromraghts granted under our patents, and our pateglicapions may not result in the issuance of angpi.
In addition, any future patent may be opposed,esiatl, circumvented, designed around by a thiry parfound to be unenforceable or invalidated.edshmay
develop technologies that are similar or supeoarur proprietary technologies, duplicate our pietpry technologies or design around patents ovendidensed by
us.

In addition to our own intellectual property, wa@luse third-party licensors for certain techna@sgmbedded in our semiconductor solutions. These a
typically non-exclusive contracts provided undeidpap licenses. These licenses are generally pgaipet automatically renewed for so long as we iooigt to pay
any maintenance fees that may be due. To datetenaince fees have not constituted a significarttqroof our capital expenditures. We have entenédl & number
of licensing arrangements pursuant to which wenbeethird-party technologies. We do not believelmsiness is dependent to any significant degresngn
individual third-party license.

We generally control access to and use of our denfial information through the use of internal @&xternal controls, including contractual protestavith
employees, contractors and customers. We relyrinopeUnited States and international copyrightdaw protect our mask work. All employees and ctinats are
required to execute confidentiality agreementsoimnection with their employment and consulting tiefeships with us. We also require them to agreditolose an
assign to us all inventions conceived or made imegtion with the employment or consulting relasioip.

Despite our efforts to protect our intellectual peay, unauthorized parties may still copy or otviee obtain and use our software, technology oeroth
information that we regard as proprietary intelledtproperty.
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In addition, we intend to expand our internatiooérations, and effective patent, copyright, tragidnand trade secret protection may not be availabmay be
limited in foreign countries.

The semiconductor industry is characterized by ndgse protection and pursuit of intellectual propeigthts and positions, which has resulted in @cted an
expensive litigation for many companies. We haviéhapast received and, particularly as a publiogany, we expect that in the future we may receive,
communications from various industry participaritsgng our infringement of their patents, tradersés or other intellectual property rights. Anwaiits could
subject us to significant liability for damagesyatidate our proprietary rights and harm our bussnend our ability to compete. Any litigation, redjass of success
or merit, could cause us to incur substantial egpenreduce our sales and divert the efforts ofemlmical and management personnel. In the evemeeeive an
adverse result in any litigation, we could be reegito pay substantial damages, seek licensestfrinchparties, which may not be available on reakbmterms or ¢
all, cease sale of products, expend significardues to develop alternative technology or disooetthe use of processes requiring the relevahntdogy.

Employees

At September 30, 2010, we employed 166 full-timeieajent employees, including 93 in research, pebdevelopment and engineering, 28 in sales and
marketing and 19 in general and administrative rgameent and 26 in manufacturing logistics. We cagrsidlations with our employees to be good and Imever
experienced a work stoppage. None of our emplogeesither represented by a labor union or subgeatcollective bargaining agreement.

Facilities

We currently lease our principal executive officeSunnyvale, California, under a sublease for 8 Quare feet of office space that expires on Déeerdl,
2010. We also lease 18,701 square feet of offiaeesn Westlake Village, California under a ledss# £xpires on December 31, 2010. In April and RO, we
entered into new lease agreements for office spaSanta Clara, California and Thousand Oaks, @ali&, respectively. The lease for 14,578 squagedéoffice
space in Santa Clara, California has a term of 6Bths and the total minimum lease payments arer§fllibn. The lease for 29,090 square feet of @ffspace in
Thousand Oaks has a term of 72 months and thenata@num lease payments are $3.6 million. Our Siga subsidiary currently leases 2,368 squareofeeffice
space in Singapore under a lease that expires ochMdr, 2012. Our United Kingdom subsidiary currgifghses office space in Northamptonshire, Englarder a

lease that expires on September 24, 2011. We edse 18,640 square feet of office space in Hsinthwan under a lease that expires on March 31, 20/E3
believe that current facilities are sufficient teeb our needs for the foreseeable future.

Legal Proceedings
We are currently a party to the following legal ggedings:

Netlist, Inc. v. Inphi Corporation, Case No.-cv-6900 (C.D. Cal.)

On September 22, 2009, Netlist filed suit in thateh States District Court, Central District of @ainia, or the Court, asserting that we infringeSUPaten
No. 7,532,537. Netlist filed an amended complamDecember 22, 2009, further asserting that wénigér U.S. Patent Nos. 7,619,912 and 7,636,274ectolkely
with U.S. Patent No. 7,532,537, the patents-in-suitl seeking both unspecified monetary damagks ttetermined and an injunction to prevent further
infringement. These infringement claims allege thatiMB™ and certain other memory module composémiringe the patents-in-suit. We answered therated
complaint on February 11, 2010 and asserted thatoneot infringe the patents-in-suit and that theepts-in-suit are invalid. We have since fileter partes
requests for reexamination with the USPTO assetliagthe
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patents-in-suit are invalid. The USPTO is requieedrant or deny the reexamination requests witiee months of their effective filing dates, whidue to re-
filing of certain papers due to procedural requesthie USPTO, was June 4, 2010 for U.S. Patent/M&R86,274, June 8, 2010 for U.S. Patent No. 7®™Mand
June 9, 2010 for U.S. Patent No. 7,532,537. TheTdBPRas accepted the filings of the reexaminatiquests for U.S. Patent Nos. 7,619,912 and 7,636&Wwe
re-filed our reexamination request for U.S. Paiot 7,532,537 on June 9, 2010.

On August 27, 2010, the USPTO granted the Reqoestter Partes Reexamination for U.S. Patent N&3,274 and found a substantial new question of
patentability based upon each of the differentésshat we raised as the reexamination requesterUSPTO has not, however, accompanied its Reexaionn
Order of U.S. Patent No. 7,636,274 with its ownleagion of the validity of this patent, indicatitigat such evaluation will be forthcoming at a ldtere. With
respect to the granted reexamination request f8r Patent No. 7,636,274, the USPTO will evaluagevéilidity of this patent in reexamination proceeyd.

On September 8, 2010, the USPTO ordered the Iatée$Request for Reexamination for U.S. Patent7/Ng82,537 and found a substantial new question of
patentability based upon different issues thataiged as the reexamination requestor. The USPT@rgzanied this Reexamination Order of U.S. Patent No
7,532,537 with its own evaluation of the validitfytbis patent, and rejected some but not all oficta In a response dated October 8, 2010, Nedisgionded to the
USPTO determination by amending some but not ahefclaims, adding new claims and making argumehisthe claims were not invalid in view of theetit
references. We have the opportunity to commenherNetlist response, and the proceeding will cargtiim accordance with established inter partesam@ation
procedures.

On September 8, 2010, the USPTO ordered the Iatee$Request for Reexamination for U.S. Patent7/ig1.9,912 and found a substantial new question of
patentability based upon different issues thataiged as the reexamination requestor. The USPT@rgzanied this Reexamination Order of U.S. Patent No
7,619,912 with its own evaluation of the validitfytbis patent, and determined that all of the ckinere patentable. Netlist has not commented umen t
Reexamination Order, and once the USPTO issuegt Bi Notice of Appeal, we will have the opportiynio appeal the USPTO determination in accordavitie
established inter partes reexamination procedures.

The reexamination proceedings could result in ard@nhation that the patents-in-suit, in whole opart, are valid or invalid, as well as modificatsoof the
scope of the patents-in-suit.

A third party, Sanmina-SCI Corporation, or SSC, alas requested interference proceedings with tBBTD with respect to each of the patents-in-swiitsl
April 21, 2010 Request for Continued Examinatiordo$. Application No. 11/142,989, or SSC '989 patpplication, SSC asserted that it has priorittht
inventions claimed by the patents-in-suit and stidngl granted rights to those inventions. We havered into an agreement with SSC for a non-excéukoense to
those rights, if any, that SSC may obtain to theeintions claimed by the patents-in-suit if the USPagrees to commence interference proceedingsd &80
prevails in those proceedings.

The USPTO, in a communication dated July 7, 20&Rnawledged that claims were submitted in a filngde in the SSC ‘989 patent application to invake a
Interference with each of the patents-in-suit,ltag declined to declare an Interference at this.tife July 7, 2010 USPTO communication rejectedcthims
submitted to invoke the Interference based upobdS8 112, with the rejection asserting that theaerd contain “subject matter which was not describethe
specification in such a way as to reasonably coneene skilled in the relevant art that the inee(d), at the time the application was filed, hadgession of the
claimed invention.” SSC has until January 7, 2@l iespond to the current USPTO communication.

In connection with the reexamination requests aedriterference proceedings, we also filed a mdtiostay proceedings with the Court, which was tgdn
on May 18, 2010, whereby the Court stayed the mdicgs
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until at least February 14, 2011, requested thaitleotify the Court within one week of any actitaken by the USPTO in connection with the reexatidn or
interference proceedings, and requested that ttiepéile papers by January 31, 2011 stating thegition on whether the stay should be extendeule/the Court
granted the stay until February 14, 2011, the Coautd lift the stay before then. For example, {8 TO is required to evaluate the reexaminationests well
before February 14, 2011, as noted above, an@ iU®PTO denies the reexamination requests, thet @@y decide to lift the stay.

If this litigation results in an adverse outcome, may be required to cease the manufacture, ussEeof any product held to infringe Netlist's pete
including our iIMB product, unless and until we or austomers obtain a license from Netlist. A licefrdm Netlist may or may not be available on conuizadly
reasonable terms. An adverse outcome could alsidt ireur having to pay damages for infringememd ¢he expenditure of significant resources to segieany
infringing product, including our iMB product, inroninfringing manner, which may or may not be sucadsdfo date, we have only sampled our iMB produdt,
as a result, we have generated very little reve@ue.ability to generate future revenue from ouBildroduct, could be adversely affected, though durrently
difficult to estimate the level at which this maffeat our revenue.

Inphi Corporation v. Netlist, Inc, Case No.-cv-8749 (C.D. Cal.).

On November 30, 2009, we filed suit in the Unitedt&s District Court, Central District of Califoenasserting that Netlist infringes U.S. Patent Ng307,86:
and 7,479,799, collectively the patents-in-suit) are seeking both unspecified monetary damageamigunction to prevent further infringement. Ngttanswered
the complaint on January 15, 2010 and filed an ameémnswer on April 22, 2010, asserting that itsdua infringe the patents-in-suit, that the patentsuit are
invalid and that U.S. Patent No. 7,479,799 is uosr&able due to inequitable conduct before the WSRJiscovery is currently proceeding, and the Chag set a
trial date of October 11, 2011.

While we intend to defend the lawsuit vigorousigightion, whether or not determined in our favosettled, could be costly and time-consuming amdd
divert our attention and resources, which couldeaskly affect our business. We are unable to asisegmssible outcome of these matters. Howeveguse of the
nature and inherent uncertainties of litigatiorgudd the outcome of these actions be unfavorabiebosiness, financial condition, results of operat or cash flows
could be materially and adversely affected.

We are not currently a party to any other matditiglition. The semiconductor industry is charaigted by frequent claims and litigation, includingims
regarding patent and other intellectual propegfts as well as improper hiring practices. We nraynftime to time become involved in litigation riétey to claims
arising from our ordinary course of business. Thetans, even if not meritorious, could resultle xpenditure of significant financial and man&jeesources.
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MANAGEMENT

Executive Officers and Directors
The following table shows information about our exi@ve officers and directors as of September 8202

Name Age  Position(s)

Young K. Sohr 54  President, Chief Executive Officer and Direc
John Edmund 53  Chief Financial Officer and Chief Accounting Offic
Gopal Raghavan, Ph.l 48  Chief Technology Office

Ron Torter 43  Vice President of Worldwide Sal

Diosdado P. Banate 64  Chairman of the Boar

Chenming C. H®@ 63  Director

David J. Ladcb@@ 63  Director

Timothy D. Semone 50 Director

Peter J. Simon®@@E 63  Director

Sam S. Srinivasa®@@ 66  Director

Lip-Bu Tan 50 Director

(1) Member of our audit committe
(2) Member of our compensation commit;
(3) Member of our nominating and corporate governancencittee

Young K. Sohhas served as our President and Chief Executiviegdince August 2007 and as a director since 200y . Prior to joining us, Mr. Sohn
served as an Advisor at Panorama Capital, a veoapital firm, from June 2006 to June 2007. Frongést 2003 until his retirement in March 2005, Moh&
served as President of Agilent Technologies, Iféémiconductor Group, now known as Avago Technemgnd as Chairman and Chief Executive OfficéDak
Technology, Inc., a semiconductor company, from9l@#til it was acquired by Zoran Corporation in Agg2003. In addition, Mr. Sohn was an advisohto t
Massachusetts Institute of Technology Media Lab’$?OL(One Laptop Per Child) program from 2005 to 280d was the past President and Chairman of thee Asi
America MultiTechnology Association (AAMA) from 2Qto 2003. He currently serves on the board ofcttirs for ARM Holdings PLC and Cymer, Inc. Mr. Sohn
holds a B.S. degree in electrical engineering ftbenUniversity of Pennsylvania and an M.S. degremfthe MIT Sloan School of Management.

John Edmundbkas served as our Chief Financial Officer and CAmfounting Officer since January 2008. He previpssrved as Chief Financial Officer of
Trident Microsystems, a semiconductor company, fdame 2004 to January 2008. Mr. Edmunds also sew&enior Vice President and Chief Financial @ffior
Oak Technology, Inc. from January 2000 until it vaasgjuired by Zoran Corporation in August 2003. etmued to serve as Vice President of Financ& fwan
until June 2004. Mr. Edmunds started his career @.A. with Coopers & Lybrand in San Franciscd 8an Jose. He holds a B.S. degree in finance auliating
from the University of California, Berkeley.

Dr. Gopal Raghavais one of our founders and has served as our Qeiginology Officer since January 2001. Dr. Raghgwawiously served as a principal
engineer for Conexant Systems, Inc., a semicondeotmpany, designing integrated circuits for 10 SBONET applications from June 2000 to Novembe026bi@
served as a senior scientist for Hughes Electrdnics September 1994 to May 2000 and as a sengineer with Intel Corporation from 1984 to 1994.

Dr. Raghavan holds 15 patents and has published than 30 technical publications. He holds a B hTéegree in electrical engineering from the Indiestitute of
Technology and an M.S. degree and a Ph.D. in etat&ngineering from Stanford University.
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Ron Torterhas served as our Vice President of Worldwide Sgfee December 2007. Mr. Torten previously seaghief Executive Officer of NemeriX, a
semiconductor company, from January 2006 to Dece2®&7. From January 2004 to December 2005, hedeas Vice President, Worldwide Materials, at Adilen
Technologies, Inc., a semiconductor company. Mrtéroserved as Vice President and General Managénd Networking Entertainment Division at Agere
Systems, Inc., a semiconductor company, from A0 to January 2004. He holds a B.S. degree imicia engineering from the Technion—Israel Insétof
Technology and an M.B.A. from the University of Gathia, Davis.

Diosdado P. Banatahas served on our board of directors and as chaiohaur board of directors since December 2000samded as our Interim President
and Chief Executive Officer from October 2006 toglist 2007. Mr. Banatao has been a Managing Partiiallevood Venture Capital, a venture capital firsmce
July 2000 and has served as Interim President aief Executive Officer at lkanos Communications;.lsince April 2010. From April 2008 to June 2008,also
served as Interim Chief Executive Officer of SiRéchnology Holdings, Inc., which was acquired by G#&in June 2009. Prior to forming Tallwood, MraiBatao
was a venture partner at Mayfield Fund from Jand&§8 to May 2000. Mr. Banatao co-founded threretogy startups: S3 Incorporated, Chips & Techgiele
and Mostron. He also held positions in engineeaind general management at National Semiconductigro€ation, Seeq Technologies and Intersil Corporati
Mr. Banatao currently serves on the board of dimsadd CSR plc, a public company traded on the Lon8tock Exchange, and lkanos Communications, lec. H
previously served as Chairman and led investmen&RF Technology, acquired by CSR (CSR); Marveltfinology Group (MRVL); Acclaim Communications,
acquired by Level One (INTC); Newport Communicaipacquired by Broadcom (BRCM); Cyras Systems, iaeduy Ciena (CIEN); and Stream Machine,
acquired by Cirrus Logic (CRUS). He has also serthe board of directors of various privatelychebmpanies in the semiconductor industry. Mr. Bandolds
B.S. degree in electrical engineering, cum laudsmfthe Mapua Institute of Technology in the Plpilies and an M.S. degree in electrical enginedromg Stanforc
University.

Mr. Banatao’s background as a technologist, asage#l senior manager of, board member of, and ioveEshumerous semiconductor companies provides a
diversity of experience for his service on our lbaf directors. The companies with which he hasbeeolved range from start-up companies to vergdgublic
corporations.

Dr. Chenming C. Hinas served on our board of directors since Augdis02Since 2004, Dr. Hu has served as the TSMGrgisished Chair Professor of
Microelectronics in Electrical Engineering and CorguuSciences at University of California, Berkeleere he has been a professor since 1976. Froth&t0
2004, Dr. Hu was the Chief Technology Officer ahilam Semiconductor Manufacturing Company. Dr. Hsoalerves on the boards of SanDisk Corp. and
Formfactor, Inc. and was the founding board chairmaCelestry Design Solutions. Dr. Hu is a memifehe U.S. National Academy of Engineering, thenéke
Academy of Sciences and Academia Sinica. Dr. Haived his B.S. degree from National Taiwan Unitgrand M.S. and Ph.D. degrees from University of
California, Berkeley, all in electrical engineering

Dr. Hu's background as an academic in electricgiregering and computer science provides a diveasigxperience for his service on our board ofcives
and valuable insight into our industry. Dr. Hu laéso served on the board of directors several dgdadmology companies.

David J. Laddhas served on our board of directors since Jung&.200.997, Mr. Ladd joined Mayfield Fund, a fortpeoyear old venture capital firm, where
he has served in various capacities as a membdayfield Fund’s investment team. Currently, Mr. ldachanages three Mayfield Fund related portfolio pany
investments, including us. Prior to joining Mayélétund, he served as Chief Technology Officer aeD€Communications Corporation from 1994 until asv
acquired by Lucent Technologies in 1997. In 198tdwounded Opcom/VMX, a voice messaging comparhickvwas acquired by Octel in 1994. Mr. Ladd hads
B.S. degree in electrical engineering from the @rsity of California, Berkeley and an M.S. degne€bmputer Science from Stevens Institute of Teldgyo
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Mr. Ladd’s experience as a technologist and askantdogy-focused investor, which gives him in-detiowledge of, and exposure to, current technology a
industry trends and developments, provides us véathable insight into our industry and target maske

Timothy D. Semonés one of our founders and has served as a dirsictoe 2001. Mr. Semones also served as our ChiahEial Officer from November
2000 to January 2008 and as our Chief Operating&ffrom October 2006 to June 2007. Mr. Semonesipusly served as the Director of Marketing at
MindSpring Enterprises, an Internet service provided the Director of Broadband Technology at HiamittNetwork, an Internet service provider. He laéso held
general management and engineering positions wiadurement Systems, Inc. and Hewlett-Packard Compém Semones also sits on the board of direaibrs
Semi Dice, Inc. He holds a B.S. degree in eledteogineering from Georgia Institute of Technolagnd an M.B.A. from the Anderson School of Managena¢ihe
University of California, Los Angeles.

As one of our founders and a technologist, Mr. Seeadras comprehensive expertise and knowledge iieagardr semiconductor solutions and technology, as
well as insight into our anticipated future techogital needs and industry needs.

Peter J. Simonkas served on our board of directors since Apri®Mr. Simone has served as an investment comswaltel as a consultant to numerous
private companies since February 2001. He alsedeas Executive Chairman of SpeedFam-IPEC, Irkepaconductor equipment manufacturing company, whic
was acquired by Novellus Systems, Inc., from JW@&L2o December 2002. From February 2000 to Fepr2@01, Mr. Simone served as a director and Pratife
Active Controls Experts, Inc., a manufacturer arstrdbutor of solid-state actuators, and serveBr@sident, Chief Executive Officer and directoXadnics
Document Technologies, Inc., a software compamynfApril 1997 until Xionics’ acquisition by Oak Tiegology, Inc. in January 2000. Mr. Simone curresgyves
on the board of directors of Monotype Imaging Hodinnc., Newport Corporation, Veeco Instruments, Bnd Cymer, Inc. He previously served on the dhaér
directors of Sanmina-SCI Corporation from 2003@0& Mr. Simone is also a member of the board @&atars of the Massachusetts High Technology Cowmall
is vice president of the board of Walker Home anldd®l for Children. Mr. Simone holds a B.S. degreadcounting from Bentley University and an M.Bffam
Babson College.

Mr. Simone possesses particular knowledge and opeahexperience across several industries asasdiroad experience in financial markets, which
provides a diversity of experience.

Sam S. Srinivasdmas served on our board of directors since Jun&.200 Srinivasan served as Chief Executive Offiged Chairman of Health Language,
Inc., a software company, from May 2000 to MarcB2@nd currently serves as Chairman Emeritus. stesdrved as Senior Vice President, Finance Chief
Financial Officer of Cirrus Logic, Inc., a semicammdor company, from November 1988 to March 1996l @n Director, Internal Audits and subsequently as
Corporate Controller of Intel Corporation, a semidoctor company, from May 1984 to November 1988r¢hily, Mr. Srinivasan serves on the board ofcwes of
TranSwitch Corporation, as well as its nominating aorporate governance committee and is the chaiwfits audit committee. Mr. Srinivasan previgustrved
on the board of directors of SiRF Technology Haigininc. from 2004 to 2009, Centillium Communicagplnc. from 2006 to 2008, and Leadis Technoldgg,
from 2008 to 2009. He holds a B.A. in commerce fidiedras University, India and an M.B.A. from Casestéen Reserve University. Mr. Srinivasan is a membe
of the American Institute of Certified Public Acadants.

Mr. Srinivasan has considerable financial experiemitle publicly-traded companies and is a certifpedblic accountant. He has also served as a dirémtaer
number of technology companies and as member @usboard of director committees.

Lip-Bu Tanhas served on our board of directors since May 2002Tan has served as Chairman of Walden Intevnatj an international venture capital fi
since he founded the firm in 1987. He has alsoezkrv
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as President and Chief Executive Officer of Cadddesign Systems, Inc., an electronic design autemabftware and engineering services companygesiaouary
2009 and as a director since 2004. Mr. Tan curresgityes on the board of directors of Flextronid¢erimational Ltd., Semiconductor Manufacturing Ingronal
Corporation and SINA Corporation. He previouslyeeron the board of directors of Centillium Comnaations, Inc. from 1997 to 2007, Creative Technp)ddd.
from 1990 to 2009, Integrated Silicon Solution,.lfrom 1990 to 2007, Leadis Technology, Inc. frod®2 to 2006 and MindTree Ltd. from 2006 to 2009.hdé&ls &
B.S. degree in physics from Nanyang University iimg@pore, an M.S. degree in nuclear engineering ftaesachusetts Institute of Technology and an M.B@m
the University of San Francisco.

As Chief Executive Officer of Cadence and a Chairraian international venture capital firm, as wasla director of a number of technology companies,
Mr. Tan has extensive experience in the electroegigh and semiconductor industries, as well asriat®nal operations and corporate governance &sper

Board of Directors

We currently have eight directors on our boardicdators. Upon the completion of this offering, diytaws will provide for a board of directors costgig of
not fewer than 3 nor more than 11 members. Theoaizd number of directors may be changed by réisolwf our board of directors. Vacancies on thardacan
be filled by resolution of our board of directotdpon the completion of this offering, our boarddafectors will be divided into three classes, esetving staggered,
three-year terms:

. Our Class | directors will be Messrs. Ladd, SemaresTan and their terms will expire at the firshaal meeting of stockholders following the date of
this prospectus

. Our Class Il directors will be Messrs. Banatao 8ontin and their terms will expire at the second ahmeeting of stockholders following the date of
this prospectus; ar

. Our Class Il directors will be Dr. Hu and Messsémone and Srinivasan and their terms will exptréha third annual meeting of stockholders

following the date of this prospectt

As a result, only one class of directors will beatéd at each annual meeting of stockholders, thélother classes continuing for the remaindeheif t
respective terms. This classification of our boafrdirectors may delay or prevent a change in @bt Inphi.

Corporate Governance

We believe our corporate governance initiatives gigrnwith the Sarbanes-Oxley Act of 2002 and theswnd regulations of the SEC adopted thereurnler. |
addition, we believe our corporate governanceatiites comply with the rules of the NYSE. Afterdhiffering, our board of directors will continuedawaluate our
corporate governance principles and policies.

Our board of directors also adopted a code of legsitonduct that applies to each of our directffisers and employees. The code addresses vaopics,
including:

. compliance with laws, rules and regulations, inagigdhe Foreign Corrupt Practices Act;
. conflicts of interest

. insider trading

. corporate opportunitie:

. competition and fair dealing;

. equal employment and working conditions;

. record keeping;
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. confidentiality;
. giving and accepting gift:

. compensation or reimbursement to custorr
. protection and proper use of company assets; and
. payments to government personnel and politicalrdmuntions.

Our board of directors also adopted a code of gffoicsenior financial officers applicable to ouni€f Executive Officer, President, Chief Financdficer,
controller and other key management employees asidig ethical issues. Upon completion of this afifgrthe code of business conduct and the codéhafsewill
each be posted on our website. The code of busomesghict and the code of ethics can only be amehgélde approval of a majority of our board of dia@'s. Any
waiver to the code of business conduct for an ekezofficer or director or any waiver of the codleethics may only be granted by our board of doecor our
nominating and corporate governance committee amt be timely disclosed as required by applicadle We also implemented whistleblower proceduras th
establish formal protocols for receiving and hamglicomplaints from employees. Any concerns reggrdctounting or auditing matters reported undesehe
procedures will be communicated promptly to ouribcdmmittee.

Director Independence

In June 2010, our board of directors undertookveere of the independence of our directors and a®reid whether any director has a material relaligns
with us that could compromise his ability to exsecindependent judgment in carrying out his respdities. As a result of this review, our boarddifectors
determined that Messrs. Banatao, Ladd, Simone @nt&an and Dr. Hu, representing a majority of divectors, are “independent directors” as definader the
rules of the NYSE. Mr. Banatao served as our InteZhief Executive Officer and beneficially owns appmately 20.7% of our common stock, which repreése
shares held by Tallwood I, L.P., a venture fundiaféd with Tallwood Venture Capital, of which MBanatao is a Managing Partner. Our board of dirsct
considered Mr. Banatao’s prior role with us andb@seficial stock ownership in its determinatioatthr. Banatao qualifies as an independent direxsatefined
under the rules of the NYSE.

In determining that Messrs. Banatao, Ladd, SimomeStimivasan and Dr. Hu qualify as “independenéctiors,” our board of directors determined thatenon
of these individuals had any of the relationshipgreerated in Rule 303A.02(b) of the New York St&sichange Manual, or Rule 303A.02(b), that would juce
them from serving as independent directors. Ourdofdirectors also made an affirmative determaorathat none of these directors, including Mr. B&wo and Mr
Ladd, had any other material relationship withatker than in his capacity as a director and stolddr. Our board of directors specifically consetethe beneficial
ownership of common stock deemed held by Messnsatda and Ladd and determined that such ownershipidwiot impact their ability to exercise indepemide
judgment as a director, notwithstanding such ber@fownership. Upon concluding that neither MrnB&o nor Mr. Ladd had any of the relationshipssipally
enumerated in Rule 303A.02(b) or any other mateeiationship with us, and that their respectivediieial ownership of our common stock would nopawt their
ability to exercise independent judgment as a threar their overall independence from managenmntpoard of directors determined that both Me€asatao
and Ladd qualify as independent directors.

Lead Director

Our board of directors has established certainaratp governance principles in connection with dffering. Our board of directors determined ag paour
corporate governance principles that one of ouepeeshdent directors should serve as a lead dirattmy time when the title of chairman is held hyeaployee
director. Mr. Banatao is our Chairman and our badrdirectors has determined that Mr. Banatao gealias an
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independent director under the rules of the NYS&cokdingly, our board of directors does not culsehive a separate lead independent director. Miaga will,
among other responsibilities, preside over periotketings of our independent directors and ovettseéunction of our board of directors and comneiste

Role of the Board in Risk Oversight

One of the key functions of our board of directigrsxformed oversight of our risk management prec&ur board of directors does not have a stamiskg
management committee, but rather administers tress@ght function directly through the board ofeditors as a whole, as well as through various bofdirectors
standing committees that address risks inherettigiin respective areas of oversight. In particuarr, board of directors is responsible for monitgrand assessing
strategic risk exposure, our audit committee hagélsponsibility to consider and discuss our mijancial risk exposures and the steps our managehse taken
to monitor and control these exposures, includinigiglines and policies to govern the process byclwhisk assessment and management is undertakerautit
committee also monitors compliance with legal aeglitatory requirements, in addition to oversighthaf performance of our internal audit functionr@aminating
and corporate governance committee monitors threegfeness of our corporate governance guidelinekiding whether they are successful in preveniiegal or
improper liability-creating conduct. Our compensatcommittee assesses and monitors whether anyr @oonpensation policies and programs has the pakén
encourage excessive risk-taking.

Board Committees

We have established an audit committee, a compgensaimmittee and a nominating and corporate gareza committee. We believe that the compositic
these committees meet the criteria for independander, and the functioning of these committeespiim® with the applicable requirements of, the 8ags-Oxley
Act of 2002, the current rules of the NYSE and SEI€s and regulations. We intend to comply withufetrequirements as they become applicable to uisb@ard
of directors has determined that Messrs. SimoneSaimivasan are each an audit committee finansijpég, as defined by the rules promulgated by t8€.Sach
committee has the composition and responsibildescribed below:

Audit Committee Messrs. Ladd, Simone and Srinivasan serve owadit committee. Mr. Srinivasan is chairpersonhig tommittee. Our audit committee
assists our board of directors in fulfilling itgkd and fiduciary obligations in matters involviagr accounting, auditing, financial reporting, imi&l control and legal
compliance functions, and is directly responsibietfie approval of the services performed by odependent accountants and reviewing of their repedarding
our accounting practices and systems of intern@waating controls. Our audit committee also ovesdbe audit efforts of our independent accountantstakes
actions as it deems necessary to satisfy itselfthigaaccountants are independent of managementa@it committee is also responsible for monitgrihe integrity
of our financial statements and our compliance VWatfal and regulatory requirements as they retafeaincial statements or accounting matters.

In addition, our board of directors considered Bimone’s services on the audit committee of foheotorporate boards of directors. Mr. Simone seages
member of our audit committee. He also serveseasliairman of the audit committee of Monotype, NesipvVeeco and Cymer, all publicly-traded companies
Pursuant to the terms of the audit committee chartd the regulations of the NYSE, our board oécliors has determined that Mr. Simangimultaneous service
multiple audit committees would not impair his &pito effectively serve on our audit committee.

Compensation Committe®r. Hu and Messrs. Ladd, Simone and Srinivasaresen our compensation committee. Mr. Simone &rperson of this
committee. Our compensation committee assists oardof directors in meeting its responsibilitieithwegard to oversight and determination of exieeut
compensation and assesses whether our compenstitioture establishes appropriate incentives flices and employees. Our compensation committagews
and makes recommendations to our board of direetithsrespect to our
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major compensation plans, policies and programadtiition, our compensation committee reviews aa#ies recommendations for approval by the indepeénden
members of our board of directors regarding thepamsation for our executive officers, establishesdifies the terms and conditions of employmentwf
executive officers and administers our stock oppitams.

Nominating and Corporate Governance Committbeessrs. Ladd, Simone and Srinivasan serve oma@minating and corporate governance committee.
Mr. Ladd is chairperson of this committee. Our ncatiimg and corporate governance committee is rediplerfer making recommendations to our board oécliors
regarding candidates for directorships and theamkcomposition of the board. In addition, our m@ating and corporate governance committee is respke for
overseeing our corporate governance guidelinesregpatting and making recommendations to the boanmterning corporate governance matters.

Compensation Committee Interlocks and Insider Parttipation

Messrs. Ladd, Srinivasan and Tan served as membets oompensation committee during 2009. Nonénefrhembers of our compensation committee
has in the past served as an officer or employeeio€ompany. None of our executive officers cutleserves, or in the past year has served, asnab@eof our
board of directors or compensation committee ofeamtyty that has one or more executive officersisgron our board of directors or compensation caibee.

Compensation of Directors

Currently, our independent directors receive aruahretainer of $32,000 and the chairman of ouitazmnmittee receives an additional annual retadft
$10,000. In addition, for a description of our cangation arrangements with Young K. Sohn, see “fkex Compensation,” and for a description of cormgagion
paid to Diosdado Banatao, see “Related Party Trioses.”

Following completion of this offering, our non-empke directors, other than our Chairman of our d@hdirectors and the lead director, will receare
annual retainer of $32,000, prorated for partialise in any year. Our Chairman of our board oédiors and lead director will receive an annualinetr of $50,000
and $40,000, respectively, so long as such diréstoot an employee of Inphi. Members of our audihmittee, compensation committee and nominating and
corporate governance committee, other than themdraions of those committees, will receive an émtthd annual retainer of $7,500, $5,000 and $4,000,
respectively. The chairpersons of our audit comgmjttompensation committee and nominating and catgpgovernance committee will each receive antiathail
annual retainer of $15,000, $10,000 and $7,50pect/ely.

In addition, non-employee directors will receivendiscretionary, automatic grants of nonstatutooglsoptions under our 2010 Stock Incentive PlamoA-
employee director, other than those currently sgrain our board of directors, will be automaticaghanted an initial option to purchase shares ofcommon stock
that have a value of $160,000, calculated usindainenarket value of our common stock on the ddtgrant, upon becoming a member of our board refodors.
The initial option will vest and become exercisater four years in equal monthly installments. t®a first business day following each of our regylacheduled
annual meetings of stockholders, each non-empldireetor will be automatically granted a nonstatytoption to purchase shares of our common stoaklthve a
value of $80,000, calculated using the fair maviatie of our common stock on the date of grantyigex the director has served on our board of thredor at
least six months. These options will vest and bexerercisable on the first anniversary of the dégrant or immediately prior to our next annualetieg of
stockholders, if earlier. The options granted ta-employee directors will have a per share exergige equal to 100% of the fair market value @& tinderlying
shares on the date of grant and will become fudigted if a change in control occurs. See “Empl@eeefit Plans—2010 Stock Incentive Plan.”
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2009 Director Compensation

In August 2009, our board of directors approvedasmpensation to be paid to the independent dirgeind the chair of our audit committee. Priothet
date, the independent directors had not receivgcash compensation for their services as memijersrdoard of directors or any committee of ouatzbof
directors. Beginning August 2009, members of owarbmf directors began receiving the following camgation for their services:

. $32,000 per year for independent directors; and
. $10,000 per year for the chairperson of our auntitmittee.

We also reimbursed our non-employee directorsheir reasonable out of pocket costs and travelresgeein connection with their attendance at boadd a
committee meetings.

The following table sets forth the compensatiordmaiaccrued by us to Sam S. Srinivasan, who wasily director who received compensation durisgdl
2009. The table excludes Young K. Sohn, who didrective any additional compensation from us ferrhle as a director because he is our Chief Ekexut
Officer.

Fees Earned o Option
Name Paid in Cash ($ Awards ($) V() Total ($)
Sam S. Srinivasa 21,00( 31,44¢ 52,44¢

(1) Amounts listed in this column represent the aggeetgr value of the awards computed as of thetgtate of each award in accordance with Financial
Accounting Standard Board Accounting Standards f@adion No. 718 Compensation-Stock Compensatjar FASB ASC Topic 718, rather than
amounts paid to or realized by the named individQalr assumptions with respect to the calculatiothese values are set forth above in
“Management’s Discussion and Analysis of Financiahdition and Results of Operations—Critical AccangtPolicies and Estimates—Accounting
for stock-based compensation.” There can be na@sse that options will be exercised (in which case/alue will be realized by the individual) or
that the value on exercise will approximate the ¥aiue as computed in accordance with FASB ASCidap8.

(2) Please see the outstanding equity awards tablevelahe details of the option grante

The following table lists all outstanding equity s held by non-employee directors as of the éfxtoember 31, 2009:

Number of
Securities Number of
Underlying Securities
Unexerciset Underlying Option
Option Unexercised Exercise Option
Grant Options Options Expiration
Name Date @ Exercisable Unexercisable Price Date
Sam S. Srinivasa 8/15/07 25,71« == $ 1.7¢ 8/15/201
8/27/0¢ 19,28¢ — $ 2.62 8/27/201¢
Timothy D. Semone 6/7/0Z 6,86¢ — $ 2.34 6/7/201:
5/5/0€ 4,28t — $ 1.0E 5/5/201¢
2/16/07 56,88¢ — $ 1.22 2/16/201°
8/15/07 28,44 — $ 1.7¢ 8/15/201°
10/17/0° 51,42¢ — $ 1.94 10/17/201

(1) The grant date fair value of the common stock ulydey these option awards was equal to the opti@rase price on the date the stock options \
granted.
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EXECUTIVE COMPENSATION

Compensation Discussion and Analysis
Executive Summan

This Compensation Discussion and Analysis discugsesompensation programs and policies for ouncipal executive officer, principal financial oféic
and our two other mostly highly compensated exgeutfficers as determined by the rules of the SBE@. named executive officers and their position2009 were

Young K. Sohr President and Chief Executive Offic

John Edmund Chief Financial Officer and Chief Accounting Offic
Gopal Raghava Chief Technology Office

Ron Torter Vice President of Worldwide Sal

Recommendations for executive compensation are imader compensation committee and approved bypoard of directors, except that compensation
recommendations for our Chief Executive Officer approved by the noemployee members of our board of directors. Th@g@ry components of compensation
our named executive officers were base salary, icegimtive compensation and equity-based compemsdti 2009, we did not have a formal cash incengilan;
however our compensation committee did approveraudpool for all employees based on our earninfid®éncome tax, stock-based compensation expansk,
depreciation and amortization. The following infation should be read together with the compensatibies and related disclosures set forth below.

Objectives of the Executive Compensation Program

Our executive compensation program is shaped bgdhepetitive market for executives in the semicartduindustry. We have designed an executive
compensation program with the following primary extijves:

. to attract, retain and motivate talented and expegd executives;

. to provide fair, equitable and reasonable compé@rs#b each executive officer;
. to reward job performance; a

. to further align the interest of our executive odfis with that of our stockholdel

Since we were founded in 2000, our executive corsgion program has focused primarily on attracérgcutive talent to manage and operate our business
retaining individuals whose employment is key to success and growth, and rewarding individuals tlp us achieve our business objectives. We aiathieve
these objectives while preserving our cash ressutaegely through equity-based compensation. Bydmg our executive compensation program primaily
equity-based compensation, we have sought to align teeeisitof our executive officers and stockholdersnioyivating executive officers to increase the eatd ou
stock over time.

Upon the completion of this offering, our compei@atommittee expects to:

. refine and modify our compensation programs tcherrreflect the competitive market for executidienéand our changing business needs as a [
company;

. use individual and corporate performance goalgetthe compensation of our executive officers tofmancial performance and creation of stockho
value;

. use equity-based award programs to continue thgtemm connection with stockholder value and exgeutompensation; and

. structure our executive compensation program astancentivize unnecessary risk-taking.
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Role of Compensation Committe

Our compensation committee is currently compridetthiee independent, non-employee directors, Mr.ibaadd (Chairman), Mr. Sam Srinivasan and
Mr. Lip-Bu Tan. Our compensation committee deterrsiaed recommends to our board of directors the eosstion for our executive officers. With respecotr
named executive officers, other than our Chief Ex&e Officer, our compensation committee meethwiir Chief Executive Officer as needed to provide
evaluations of our executive officers and otheevaht information to our compensation committee iattes recommendations regarding appropriate cosatien
for each executive, including merit increases, glearto incentive compensation and grant of equvigrds. Historically, our compensation committee éstablishe
the executive compensation by considering the ctithemarket for corresponding positions at comiparof similar size and stage of development opegan the
semiconductor industry. Specifically, our compeiggatommittee used research and industry standeasisd on their personal knowledge of the competitiarket.
In 2010, to complement its review of executive cemgation for our named executive officers, our censation committee consulted the 2009 High Tectgyolo
Executive Compensation Survey, a publicly availadgmpensation survey prepared by Radford, a conagpiensconsulting firm, to benchmark our executive
compensation against companies with similar revenuearket capitalization and other financial measuwvithin our industry. We expect that our comptosa
committee will continue to engage an independensgliant in setting our executive compensation oy

2010 Competitive Market Review

Our compensation committee has the sole autharitgtain compensation consultants to assist ievisduation of our executive compensation program,
including authority to approve the consultant’ssfead other terms of its engagement. Our comp@msedimmittee engaged Radford in January 2010 forperthe
following services:

. assess and provide recommendations with respegtating the list of peer companies against whietbenchmark our executive compensation;

. brief our compensation committee on current comaims market trends;

. assess our performance against our peer groupsvahgate our current executive compensation progvaima view to supporting and reinforcing our
long-term strategic goals; ar

. assist our compensation committee in developingnapetitive executive compensation program to reggwmur long-term strategic goals.

To understand our position relative to marketais been our historical practice to consider theketdor comparable positions on an annual basénsure
executive compensation remains competitive. Goimgydrd, our compensation committee intends to extealthe practice of setting our executive compémsat
program at the median of our peer group as eskaaliby our compensation committee. In 2010, Rad$etected the following 16 companies to createrehmark
for assistance in determining competitive compeosgiackages.

Advanced Analogic Technologi Hittite Microwave Microsemi Semtect

Applied Micro Circuits Integrated Device Technolot Monolithic Power Systernr Silicon Labs

Cavium Networks Lattice Semiconductc Netlogic Microsystem Standard Microsysten
Cirrus Logic Micrel Power Integration Volterra Semiconductc

Elements of Executive Compensatit

Overview
Our executive compensation program consists oétprancipal component:
. base salary
. cash incentive compensation; ¢
. equity-based compensation.
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We also provide our executive officers with othenéfits, including commuting allowance, severacb@nge-of-control benefits and the ability to paAptate
in employee benefit plans on the same terms axttadt eligible employees. While we do not haveaceformula for allocating between cash and nashca
compensation, we try to balance long-term equitgw® short-term cash compensation and variable enggpion versus fixed compensation.

Base Salary

Our base salaries are intended to provide finastadility, predictability and security of competisa for our executive officers for fulfilling thecore job
responsibilities. Our compensation committee careid several factors in determining base salariekiding each executive officer’s position, furctal role,
scope of responsibilities and seniority, individpalformance, our financial performance and thatire ease or difficulty of replacing such execetofficer with a
person with comparable experience.

The effective base salary for each of our namedgke officers for 2008 and 2009 was and for 2@4l0be as follows:

Annual Base Salary(!)

Named Executive Officer 2008 2009 2010
Young K. Sohr $ 250,00( $ 250,00( $ 300,00(
John Edmund $ 250,00( $ 250,00( $ 260,00(
Gopal Raghava $ 200,00( $ 200,00( $ 225,00(
Ron Torter $ 200,00( $ 200,00( $ 225,00(

(1) Reflects the highest annualized base salary estegdalifor the named executive officer during ear.

From our time of incorporation until 2009, we didtmake substantial increases in our base salargtste for our executive officers. As we did nealize ne
profits and positive cash flows from operationsilsgcond quarter of 2009, our base salaries reftecur status as a start-up company focused peligion
technology and product development and efficieetafdimited cash resources. However, in 2009,reuenue began to increase and we generated posdisie
flows. Accordingly, our compensation committee awed the increase in base salaries of our execaffieers in light of their additional responsiliéis as we
focused on increased customer and revenue growthinErease was consistent with the Radford sunténse salaries from our peer group and brought ou
executive officers’ base salaries to approximatiety25th percentile of base salaries of our peaugr

Cash Incentive Compensation

Our cash incentive compensation is intended toniticiee our executive officers in the achievemeibur pre-determined financial objectives and indlial
performance objectives. We believe it is importanprovide our executive officers with the oppoityito earn annual cash incentive payments to réwar
performance and the achievement of various prequi@ted objectives. We did not realize net profitsl @ositive cash flows until the second quarte2@39.
Therefore, we did not formally establish a caslkentive plan for 2009. In 2010, we established aruahcash incentive plan for our executive officansl we
anticipate that we will establish similar cash intbée plans in the future. Under the annual cashpensation plan, an executive officer’s annual ¢gaséntive
award will generally depend on two performancedestone related to our financial performance amel related to the executive officer’s individuatpemance as
measured against specific management-by-objectaésgor MBO.

Year 2009

Although we did not formally establish a cash inoenprogram for executive officers in 2009, oungmensation committee approved a bonus progranilfor a
employees, including executive officers. Under this
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bonus program, if we achieved at least $4.4 milbbearnings before interest, income tax, deprieeiand amortization, then we could pay bonuseaniaggregate
amount, equal to 15% of our targeted earnings befderest, income tax, depreciation and amortipatip to $1.2 million. The bonus pool was disttéslito all
employees, including our named executive offickesed on their general performance and contribati@ur company. Mr. Sohn’s MBO goals in 2009 were
centered around us achieving a corporate revenaleo§$57.7 million, as well as achieving produevdlopment and market penetration goals, explgvotgntial
growth through establishing relationships with dhparties and preparing for a possible initial pubffering. Mr. Edmunds’s MBO goals in 2009 weentered
around us achieving a corporate revenue goal o08®(lion, preparing for a possible initial pubbéfering and leading certain functional areas witine company.
Mr. Raghavan’s MBO goals in 2009 were aligned wiglveloping and maintaining technology leadership exyoring the technology aspects of certain paént
strategic relationship opportunities. In additiddr, Torten was eligible to earn a bonus of $100,0@% of which was based upon us achieving ouraratp
revenue objective of $60 million and the remaind@§o based upon achieving his individual MBO goaighk event we do not achieve our corporate revenue
objective, 70% of his bonus will be prorated. F602, his MBO goals were to increase sales in omens to achieve our corporate revenue target @friflion,
increase design wins and to maintain our leadeysbgition in the markets for we compete. In 2009, Mirten earned a bonus of $68,661 based uponhimsvany
our corporate revenue objectives and $25,500 based achieving his MBO goals. Mr. Torten also edra&15,000 bonus under our bonus program described
above. As discussed above and except to the edesotibed with respect to Mr. Torten, bonuses fohed our named executive officers were determivesked on
their overall performance and contribution to company, taking into account their MBO goals. In asg®& each individual’'s performance, our compengati
committee did not apply a quantitative analysisibstead made a qualitative assessment of théveeiatportance of the overall objectives achievgahch of our
named executive officers. The bonus paid to eacuohamed executive officers is set forth in tB@2 Summary Compensation Table under Non-Equitgritice
Plan Compensation.

Year 2010

In 2010, our compensation committee approved aéiizh performance-based cash incentive plan foreaecutive officers. The performance target is dase
on our revenue growth, and the MBO goals for edaiuo named executive officers, which include, aré not limited to, achieving our financial perf@nce goals,
maintaining leadership in the market, building sg@ngagements with customers, introducing newymisdand preparing for our initial public offeringnder this
cash incentive plan, if our revenue for the yeafteehDecember 31, 2010 equals or exceeds $72 mithien we will have a bonus pool equal to 6% oftaungeted
earnings before income tax, stock-based compemsatipense, and depreciation and amortization. @ou$ pool could increase up to a maximum of 12%uof
targeted earnings before income tax, stock-basegbensation expense, and depreciation and amoatizéitive exceed our revenue target by 15% or mbhe.
target amounts for our named executive officersaarfollows:

Target Cast Percentage o Maximum Cash Percentage o

Named Executive Officer Incentive ($, Base Salary (% Incentive ($) Base Salary (%

Young K. Sohr 150,00( 50 300,00( 10C
John Edmund 78,00( 30 156,00( 60
Gopal Raghava 67,50( 30 135,00( 60
Ron Torter 67,50( 30 135,00( 60

Equity-Based Compensation

Our equity-based compensation is intended to ideatand retain executive officers through the ogme-based vesting while tying our loterm financia
performance and stockholder value creation to Xeewive officer’s financial gain. Historically, eify-based compensation has been our primary teng-incentiv:
compensation component. We believe that equity<basmpensation has been and will continue to be

96



Table of Contents

a significant part of our executive officers’ to@mpensation packages. We believe both time-basstithg and shared financial success are teng-incentives th:
motivate executive officers to grow revenue andiegs, enhance stockholder value and align theeasts of our stockholders and executives overahgderm. We
believe that long-term performance is achievedughoan ownership culture that encourages a hig#l vcontinuously improving performance by our extve

officers through grants of equity awards. The vegsfeature of our equity grants contributes to exge officer retention as this feature providesrazentive to our
executive officers to remain in our employ durihg tresting period. To date, stock options have bieenly type of equity award granted to our exeewofficers.

The equity-based awards granted to our executifieeo$ have been in the form of stock options gedrat fair market value with timigased vesting under o
2000 Stock Plan. All of our executive officers reeeequity-based awards when they are hired arsbtheards typically vest over a four-year perioith @/4th of
the shares vesting one year from the vesting cormemant date and the remaining shares vesting ial @enthly installments over the following 36 mositifhe
level of equity-based compensation is reviewedagpically and additional option grants are made ftome to time. In the future, we expect our compaeios
committee to review equity-based compensation $\abng with our base salary and annual cash fivesn on an annual basis.

Year 2009

In 2009, certain named executive officers were dedistock options under our 2000 Stock Plan basezlipcompensation commit’s periodic review. Th
following table presents the stock options gramte2009 to our named executive officers:

Named Executive Officer Date of Award Number of Shares(?)

John Edmund 2/25/200¢ 12,85
Gopal Raghava 2/25/200¢ 42,857
8/27/200¢ 42¢€

Ron Torter 2/25/200¢ 8,571
8/27/200¢ 4,28k

(1) The awards granted in February 2009 vest in ftdrahree years of service. The awards granteduguat 2009 to Dr. Raghavan and Mr. Torten ve
immediately in full.

In determining the size of the equity awards, mmpensation committee considered the functional aold responsibility of the executive officer’s iios,
the importance of such position within the orgatiarg the relative ease or difficulty of identifgrand hiring a candidate with comparable experi¢go@ssume the
individual’s role and the committehistorical grant practices. With respect to Mesedmunds and Torten, our compensation commitseecansidered the relati
amount of equity-based compensation as comparethéw executive officers in privately-held companias well as the contributions expected to be rbgde
Messrs. Edmunds and Torten in connection with cammpéd growth. In determining the size of the egbédged awards for Dr. Raghavan, our compensation
committee considered the amount of equity previoaslarded to him and the vesting status of suchr@syis position, seniority, job performance amdrall level
of responsibility. Based on these consideratiomsthat most of Dr. Raghavan’s awards were fullyt@gsour compensation committee determined thet gifaam
option to purchase 42,857 shares was appropriatght of the stock options granted to Mr. Sohihat time we hired him, our compensation commitlielenot
grant him any stock options in 2009.

Each of the above equity-based awards is subjeatdeleration upon a change of control of our camgpthe terms of which are described below under th
section “Employee Benefit Plans—2000 Stock Optitmél Issuance Plan.”
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Year 2010
In April 2010, our named executive officers wereaased the following stock options under our 2006c8tPlan:
Named Executive Officer Date of Award Number of Share:
Young K. Sohr 4/30/201( 128,571
John Edmund 4/30/201( 42,8561
Gopal Raghava 4/30/201( 107,144
Ron Torter 4/30/201( 21,4241
7114/201( 4282

(1) The awards will begin vesting on April 30, 2011 amitl vest as to 1/48th of the shares monthly thées over the 48 succeeding mont
(2) This award vested immediately in ft

Our compensation committee granted the above avilmr@sognition of our named executive officerdoefs during the previous year after considering th
extraordinary growth and development of our businesdetermining the amount of the awards abovecompensation committee considered the executive
officer’s position, the existing equity awards hblgdthe executive officer and the total numberaepdity awards outstanding. The equity-based awamisn@ant to
provide long-term incentives to motivate the exeubfficers to stay and contribute to our continsigrowth.

Other Compensatory Benefits

We believe it is appropriate and necessary fomigaent and retention to provide our executiveagffs with other forms of compensatory benefitsluiding
the following:

Severance and Change of Control Beneftertain of our named executive officers are katito severance and change of control benefitsyaunt to their
offer letters. We believe these severance and ehahgontrol benefits are an essential elementuokaecutive compensation package that enables nestuit and
retain talented executives, the terms of whichdaseribed below under “—Employment, Severance drah@e in Control Arrangements.”

Benefits. We maintain broad-based benefits that are providell eligible employees, including our 401(#gxible spending accounts, medical, dental and
vision care plans, our life and accidental deathdsmemberment insurance policies and long-terdhsawort-term disability plans. Executive officers aligible to
participate in each of these programs on the samestas non-executive employees. We do not prangeetirement benefits separate from the 401(k).

Other CompensationWe pay Mr. Sohn a commuting allowance to reiméunisn for expenses incurred traveling between oastlike Village office and his
place of residence. Under his offer letter, Mr. Shentitled to a commuting allowance of $50,000ymar. The value of this benefit is included ie t2009
Summary Compensation Table” under “All Other Congagion.”

Accounting and Tax Considerations

Section 162(m) Section 162(m) of the U.S. Internal Revenue Gafde986, as amended, or the Code, which will becapmicable to us upon the closing of
this offering, generally disallows a tax deductfoncompensation in excess of $1.0 million paicty and each of our Chief Executive Officer anceothighest pai
officers in office at year end. Qualifying perfornt&-based compensation is not subject to the diedugnitation if specified requirements are mete\eriodically
review the potential consequences of Section 162¢rd)we generally intend to structure the perforreamased portion of our executive
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compensation, where feasible, to comply with exéomgtin Section 162(m) so that the compensatioraiesitax deductible to us. However, our compensatio
committee may, in its judgment, authorize compeasgiayments that do not comply with the exemptionSection 162(m) when it believes that such payare
appropriate to attract and retain executive talent.

Share-based compensation cost is measured atdg@ntased on the fair value of the awards, aretisynized as an expense over the requisite ee@loy
service period. Our compensation committee hagmé@ted to retain for the foreseeable future ouclstaption program as the sole component of its-mm
compensation program and to record this expenssmangoing basis.

Compensation Policies and Practices as They RelatRisk Management

We believe that our compensation policies and mrestor all employees, including our executivaadfs, do not create risks that are reasonablyylilcehave
a material adverse effect on our company. In makirgdetermination, we assessed our executivéerat-based compensation and benefits programetéondine
if the programs’ provisions and operations creat@esired or unintentional risk of a material natdieis risk assessment process included a revievuof
compensation policies and practices and an analysiar executive compensation program. Althoughrexéewed all compensation programs, we focusethen
programs with variability of payout, with the abjliof a participant to directly affect payout ame tcontrols on participant action and payout. Basethe foregoing,
we believe that our compensation policies and mestdo not create inappropriate or unintendedfgignt risk to us as a whole. We also believe thatincentive
compensation arrangements provide incentives thabtlencourage risk-taking beyond the organiz&tiehility to effectively identify and manage sijioant risks,
are compatible with effective internal controls and risk management practices, and are suppoytéldeboversight and administration of our compensat
committee with regard to our executive compensagti@mgram.

Several features in our compensation programs alicigs mitigate or reduce the likelihood of exdesgisk-taking by employees, including the followi

. The core principles outlined above and compensatiogram elements discussed below are designdijtogoals with stockholder interests.

. Pay typically consists of a mix of fixed and vatebompensation, with the variable compensatiogdesl to reward both short- and long-term
corporate performanc

. A significant portion of our executive officers’téd direct compensation is in the form of equityaads that usually vest over multiple years. Interna

controls, the number of people involved and discgbver financial records, financial reportingsaosure and external communications tend to dilute
the ability of any one individual to single handetiave a material influence on our financial rejpgrin a way that would materially increase the
potential value of an individu's equity award

. The funded pool of our annual bonus program is deget upon company revenue performance relatiteet@nnual plan and capped in total by our
board of directors when the annual business plapgsoved in the beginning of the year. All indivad awards for executives from the pool are
reviewed by our compensation committee in relat®the individual performance against specific geeobjectives. All other awards to individual
contributors are also reviewed by the committeadasonableness and equity among the emplo

. Our compensation committee has the ability to asd,has used, negative discretion to reduce payaogdisr the annual bonuses as appropriate to the
circumstances

Our determination that our compensation policies ractices do not create risks that are reasoniely to have a material adverse effect on ounpany was
based upon the considerations identified above.
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2009 Summary Compensation Table

The following table sets forth compensation fovaas rendered in all capacities to us for the weated December 31, 2009 for our President and Chie

Executive Officer, our Chief Financial Officer andr two other most highly compensated executivieef§ as of December 31, 2009, whom we refer thes
named executive officers.

Non-Equity
Option Incentive Plan All Other
Salary Awards (1) Compensation(?) Compensatior Total
Name & Principal Position Year $) $) ($) ($) $
Young K. Sohr 200¢ 250,00( — 100,00( 50,00(®) 400,00(
President and Chief Executive Offic
John Edmund 200¢ 250,00( 12,19¢ 40,00( — 302,19!
Chief Financial Officer and Chief
Accounting Officer
Gopal Raghava 200¢ 200,00( 41,34¢ 53,20( — 294 ,54¢
Chief Technology Office
Ron Torter 200¢ 200,00 15,11¢ 109,16 — 324,27¢
Vice President of Worldwide Sal
(1) The amount reflects the aggregate grant date &hirevof the awards computed in accordance with FASB Topic 718, rather than the amounts paid to or
realized by the named individual. We provide infatimn regarding the assumptions used to calcul@edlue of all stock option awards made to exgeuti
officers in note 11 to the notes to our consoliddieancial statements. There can be no assurdiatetards will vest or will be exercised (in whizdse no
value will be realized by the individual), or thhe value upon exercise will approximate the agateegrant date fair value. None of our executiiieefs
forfeited any option awards in 20C
(2) Reflects the amount approved by our compensatiomutiee as cash incentive to executive officer2f@®9 based upon satisfaction of the criteria uoder
2009 bonus program. S*Compensation Discussion and Anal—Cash Incentive Compensat” for a discussion on our bonus plan in 2C
(3) Represents commuting allowance earned in 2

Grants of Plan-Based Awards in 2009

The following table sets forth information on grawof plan-based awards in fiscal year 2009 to amed executive officers.

All Other Option Awards: Grant Date Fair Value
Number of Securities Exercise or Base Price ( of Stock and Option

Name Grant Date Underlying Options (#) Option Awards ($/Sh) Awards($) 1)
Young K. Sohr — — — —
John Edmund 2/25/0¢ 12,85% 1.47 12,19¢
Gopal Raghava 2/25/0¢ 42,857 1.47 40,65(
8/27/0¢ 42¢ 2.62 69¢
Ron Torter 2/25/0¢ 8,571 1.47 8,13(
8/27/0¢ 4,28¢ 2.62 6,98¢

@)

The amount reflects the aggregate grant date &irevof the awards computed in accordance with FASB Topic 718, rather than the amounts paid to or
realized by the named individual. We provide infatian regarding the assumptions used to calcul@ealue of all awards of stock options made to
executive officers in note 11 to the notes to amsolidated financial statements. There can bessorance that awards will vest or will be exerci@edvhich
case no value will be realized by the individual)that the value upon exercise will approximatdlygregate grant date fair value. None of ourgker
officers forfeited any option awards in 20!
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Narrative to 2009 Summary Compensation Table and Gants Plan-Based Awards in 2009 Table

Please see “—Compensation Discussion and AnalgbisVe for a complete description of compensatianppursuant to which the amounts listed under the
2009 Summary Compensation Table and Grants of Bésed Awards in 2009 Table were paid or awardedladriteria for such payment, including targets f
payment of annual incentives, as well as perforraamiteria on which such payments were based. Tdmpénsation Discussion and Analysis also desctlizes
options grants.
Outstanding Equity Awards at December 31, 2009

The following table presents certain informatiomecerning equity awards held by our named executfieers at December 31, 2009.

Option Awards (1)

Number of Securities Number of Securities
Underlying Underlying Option
Unexercised Option: Unexercised Option: Exercise Option Expiration
Name (#) Exercisable (#) Unexercisable Price ($ Date

Young K. Sohr 866,70 — 1.7¢ 8/15/201
John Edmund 183,22: — 1.9¢ 3/12/201¢
12,851 — 1.47 2/25/201¢
Gopal Raghava 143,663 — 2.34 6/7/201:
322,330 — 0.7¢C 5/19/201:
214,28! — 1.0t 5/5/201¢
42,8572 — 1.47 2/25/201¢
42E0) — 2.62 8/27/201¢
Ron Torter 203,45( — 1.9¢ 3/12/201¢
8,571 — 1.47 2/25/201¢
4,285 — 2.62 8/27/201¢

(1) Except as otherwise noted, all option awards ligtettie table vest as to 1/4th of the total nuntdfeshares subject to the option 12 months aftexvésting
commencement date, and the remaining shares vasatg of 1/48th of the total number of sharegesfto the option each month thereafter. Unless
otherwise noted, all option awards are subjecattyexercise, subject to our right of repurchagerd) the vesting perioc

(2) This stock option vests in full after three yeafrservice from the grant dat

(3) This stock option is fully veste:

Option Exercises and Stock Vested in 2009
The following table sets forth the number of shareguired upon exercise of options by each nameduwive officer during 2009.

Option Awards

Number of Shares Value Realized
Name Acquired on Exercise (# On Exercise ($)(1)
Young K. Sohr 225,42 2,303,87:

John Edmund — —
Gopal Raghava — —
Ron Torter — —

(1) Value realized is based on the fair market valueusfcommon stock on the date of exercise minugxeecise price ($1.78). As there was no publickeigior
our common stock on the dates the options werecesest, we have assumed the fair market value oddteeof exercise was $12.00, the initial publieohg
price per share
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(2) Includes 89,232 shares of unvested common stoakir@cpursuant to the early exercise of a stocloopghat are subject to our right to repurchasta@n
event that Mr. Sohn employment with us terminatésr fio the shares being fully vested, which rightepurchase lapses as to 1/19th of the exercised
unvested shares on a monthly ba

Employment, Severance and Change in Control Arrangaents

In July 2007, we entered into an offer letter agrert with Young K. Sohn, our Chief Executive Offic€his offer letter agreement set Mr. Sohn’s beedary
at an annual rate of $250,000. Pursuant to the t&ffier agreement, Mr. Sohn is entitled to a corimguallowance of $50,000 annually, or $4,167 penth. In
addition, Mr. Sohn was granted options to purclag20,703 shares of our common stock under the 300¢k Plan. Mr. Sohn is also entitled to particgpatall
employee benefit plans, including group health gdaes and all fringe benefit plans. Mr. Sohn’sofetter agreement provides that he is awiitemployee and hi
employment may be terminated at any time by usJ@e 8, 2010, we entered into an amendment to Mm'’S offer letter to conform his offer letter toet
requirements of Section 409A of the Code.

Pursuant to Mr. Sohn'’s offer letter agreement, if Biohn’s employment terminates after a “corponatedaction’as defined below, he will receive one yez
benefits and salary. If he is involuntarily termtech within 18 months of a “corporate transactidhgn his options granted under the offer letteeagrent will
become fully vested. If Mr. Sohn’s employment igdluntarily terminated and his termination is nobsequent to a “corporate transaction”, as defbeddw,

Mr. Sohn will receive one year of benefits. Howevkese provisions were superseded pursuant toraeltaf control severance agreement we entereaviittho

Mr. Sohn on June 8, 2010. Under this change of obs&verance agreement, if Mr. Sohn is terminatedsbwithout “cause,” as defined below, or if heigas for
“good reason,” as defined below, within 12 montharmInphi “change of control,” as defined belowt.l8ohn will be entitled to receive a lump sum éqa@00%

of the sum of his annual base salary, plus his alnlanget bonus as in effect on his terminatiore dit addition, if Mr. Sohn elects and pays to awni health
insurance under the Consolidated Omnibus Budgedi@éation Act of 1985, or COBRA, we will reimbwesvir. Sohn on a monthly basis an amount equal to the
monthly amount we were paying as the employer-portif premium contributions for health coverageNur Sohn and his eligible dependents, until théieraof

(a) the end of the 24—month period following hisrtmation date or (b) the date Mr. Sohn or hisiblgydependents lose eligibility for COBRA continueoverage.
We also agreed to accelerate the vesting of 100Btsainvested outstanding equity awards.

In October 2007, we entered into an offer letteeagent with Ron Torten, our Vice President of Waitle Sales. This offer letter agreement set Mrtdrds
base salary at an annual rate of $200,000. Pursmudme offer letter agreement, Mr. Torten wastitito a relocation bonus of $50,000 either inftren of
reimbursement for expenses or a flat bonus. Int@agiMr. Torten was granted options to purchase2®Bshares of common stock under the 2000 Stauk Pl
Mr. Torten is also eligible to earn a $100,000 bosased on our ability to achieve our corporate meeeobjective and his ability to achieve his indixal MBO
goals. Mr. Torten is also entitled to participateihemployee benefit plans, including group heatire plans and all fringe benefit plans. Mr. Todeoffer letter
agreement provides that he is an at-will employektds employment may be terminated at any timasyOn June 10, 2010, we amended Mr. Torten’s ¢éfear
agreement to terminate certain rights upon thecg¥feness of an initial public offering of shardsoar common stock.

In December 2007, we entered into an offer lettge@ement with John Edmunds, our Chief Financialo®ff This offer letter agreement set Mr. Edmunds’
base salary at an annual rate of $250,000. Pursuéime offer letter agreement, Mr. Edmunds wagledtto a commuting allowance of $2,000 per maaid a
relocation allowance of up to $25,000 in the eventelocates to Westlake Village. However, it wgiead that instead of receiving this commutingvedloce, we
would reimburse Mr. Edmunds for travel expenseasrired for traveling between our headquarters im$uale, California and Westlake Village, California
addition, Mr. Edmunds was granted options to pwsehkB3,221 shares of common stock, determined blgaard of
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directors under the 2000 Stock Plan. Mr. Edmunddsis entitled to participate in all employee bengifans, including group health care plans andrialje benefit
plans. Mr. Edmunds’ offer letter agreement provittes he is an at-will employee and his employmeay ime terminated at any time by us.

The offer letter agreement further provided thialtli. Edmunds’ employment terminates within 18 nfenafter a “corporate transaction”, as defined welo
his option granted under his offer letter agreeméltaccelerate as to 50% of the unvested sh&tesiever, pursuant to his stock option agreemesty#sting of
the option will accelerate and the option will beeofully vested. These provisions were supersedesbipnt to a change of control severance agreeweesahtered
into with Mr. Edmunds on June 8, 2010. Under thiarge of control severance agreement, if Mr. Edmisitisminated by us without “cause,” as definelbweor
if he resigns for “good reason,” as defined belaithin 12 months of an Inphi “change of controls éefined below, Mr. Edmunds will be entitled teewe a lump
sum equal to 150% of the sum of his annual baseysgilus his annual target bonus as in effectistidimination date. In addition, if Mr. Edmundeehb and pays
to continue health insurance under COBRA, we wilimburse Mr. Edmunds on a monthly basis an amayurléo the monthly amount we were paying as the
employer-portion of premium contributions for héatbverage for Mr. Edmunds and his eligible depetgjemtil the earlier of (a) the end of the 18-nfopériod
following his termination date or (b) the date Mdmunds or his eligible dependents lose eligibfiity COBRA continued coverage. We also agreed telacate th
vesting of 100% of his unvested outstanding ecaxniards.

For purposes of the offer letter agreements abweeporate transaction” is defined as: (a) a memgezonsolidation in which securities possessingatban
50% of the total combined voting power of our casting securities are transferred to a personsops different from the persons holding those sgesi
immediately prior to such transaction or (b) thie saansfer or other disposition of all or subsity all of our assets in complete liquidationdissolution of our
company.

For purposes of the change of control agreememtgealigood reason” is defined as (a) a reductiocoimpensation by greater than 10%, unless part of a
general reduction in compensation applicable tosemior executives, (b) relocation of job site bgrenthan 50 miles, or (c) a material reductioroim |
responsibilities, change in title or change in répg structure.

The term “cause” is defined as (a) commission f@le@ny, an act involving moral turpitude, or an aohstituting common law fraud, and which has aemalt
adverse effect on our the business or affairsatrahour affiliates or stockholders, (b) intentdor willful misconduct or refusal to follow thewful instructions of
our board of directors, or (c) intentional brea¢loer confidential information obligations whichdian adverse effect on us or our affiliates orldtotders.

The term “change of control” is defined as the ommoce of any one of the following events:

. the approval by our stockholders of our liquidat@rdissolution or the sale or disposition of alsabstantially all of our assets;

. a merger or consolidation where we are not theigagy entity;

. any person or persons becoming the beneficial avaesctly or indirectly, of 50% or more of the abtoting power of our then outstanding voting
securities; o

. a change in the composition of our board of dinesstas a result of which fewer than a majoritytwf tirectors who are currently on our board of

director or who are elected, or nominated for @®gtto our board of directors with the affirmativetes of at least a majority of those directorowseh
election or nomination was not in connection witly &ransactions described in subsections (a),f3)oor in connection with an actual or threattne
proxy contest relating to our election of directc
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Potential Payments Upon Termination and Change Of @ntrol

The following table shows the potential paymengt thould have been paid to our named executiveaiif they had been involuntarily terminated on
December 31, 2009.

Involuntary
Termination
without a
Change of Contro Involuntary Termination Following a Change of Contol
Severance
Payments Value of
Health Care Attributable Accelerated Equity Health Care
Name Benefits ($) to Salary ($) Awards ($) Benefits ($)
Young K. Sohr 20,92¢ 250,00 4,938,250 20,92¢
John Edmund — — 1,093,48@ —
Gopal Raghava — — — —
Ron Torter — — — —

(1) The amount represents the fair market value peestfaour common stock as of December 31, 2008, thes option exercise price ($1.78) multiplied bg t
unvested options as of December 31, 2009 (483,p86rs). As there was no public market for our camnrstock on the dates the options were exercised, w
have assumed the fair market value on the dateestise was $12.00, the initial public offeringgariper share

(2) The amount represents the fair market value paessfeour common stock as of December 31, 2008, thes option exercise price ($1.47 and $1.96)
multiplied by unvested options as of December 8D92(108,285 options). As there was no public migidkeour common stock on the dates the optionewer
exercised, we have assumed the fair market valiikeodate of exercise was $12.00, the initial pubffering price per shar

Each executive will not receive a gross-up paynifehe executive officer is required to pay exdar under Section 4999 of the Code.

In addition to the benefits described above, o@028tock Plan provides for the acceleration ofimgsbf awards in certain circumstances in connectiith a
change of control of our company. See “EmployeedfieRlans” below.
Employee Benefit Plans
2000 Stock Option/Stock Issuance Plan

Our board of directors adopted our 2000 Stock @g#itock Issuance Plan, as amended, or 2000 Stack Phe 2000 Stock Plan was last amended on
April 30, 2010. Our 2000 Stock Plan is divided it separate equity programs:

. The Option Grant Program under which eligible pessmay be granted options to purchase shares ahoorstock; and

. The Stock Issuance Program under which eligibleges may be issued shares of common stock diredther through the immediate purchase of ¢
shares, as a bonus for services rendered to ws seifvices to be rendered to

The persons eligible to participate in the planearployees, non-employee members of our boardrettdirs and consultants who provide services to us.

Share ReserveAs of September 30, 2010, we had reserved adb®&b40,222 shares of our common stock for issegnursuant to the 2000 Stock Plan. As
of September 30, 2010, options to purchase 6,595B6res of common stock were outstanding, and18%hares were available for future grant, unider2000
Stock Plan.
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Following the completion of this offering, no addital awards will be granted and no shares of ourroon stock will remain available for future issoan
under the 2000 Stock Plan. Shares originally reskfor issuance under our 2000 Stock Plan but wdwiemot issued or subject to outstanding grantheweffective
date of our 2010 Stock Incentive Plan, and sharbgst to outstanding options or forfeiture regioics under our 2000 Stock Plan on the effective dédour 2010
Stock Incentive Plan that are subsequently fordedtieterminated for any reason before being exedgiap to a number of additional shares not to exkea
aggregate of 428,572 shares, will again becomdadlaifor awards under our 2010 Stock IncentivenPla

Administration. Our board of directors currently administers 2000 Stock Plan. Under our 2000 Stock Plan, theiridtrator has the power to determine the
terms of the awards, including the employees, threcand consultants who will receive awards, tter@se price or purchase price of awards, the murobshares
subject to each award, the vesting schedule amtisability of awards and the form of consideratpayable for shares issued under the 2000 Stock Pla

Stock Options With respect to all incentive stock options geahtinder the 2000 Stock Plan, the exercise priak sbt be less than 100% of the fair market
value per share of common stock on the date oftghacentive stock options granted to any holdemofe than 10% of the voting power of all classkesus
outstanding stock as of the grant date must hawexartise price of at least 110% of the fair maxkedtie of our common stock on the date of granthWéspect to
all non-statutory options granted under the 20@@ISPlan, the exercise price shall not be less 84 of the fair market value per share of our camrstock on
the date of grant. However, with respect to anyigpant who owns more than 10% of the voting powafeall classes of our outstanding stock as ofgifzent date,
the exercise price of the option shall not be thas 110% of the fair market value per share ofommmon stock on the grant date. The term of aiphay not
exceed 10 years.

After termination of an employee, director or cdtesut, other than due to death or disability, hale may exercise his or her option, to the extested, for .
period of three months following such terminatiarsoch longer period of time as specified in theektoptions agreement. If termination is due t@blikty, the
option will remain exercisable for a period of 12mths following such termination or such longeripef time as specified in the stock option agreemif
termination is due to death, the option will remekercisable for a period of 12 months following thate of death or such longer period of time asifipd in the
stock options agreement. If termination is due teconduct, all options shall terminate immediatehyl cease to remain outstanding. However, an opieynot be
exercised later than the expiration of its term.

Transferability. Our 2000 Stock Plan does not allow for the tranef incentive stock options under the 2000 Stk other than by will, the laws of desc
and distribution. Only the recipient of an inceetstock option may exercise such award during hieeolifetime. A nonstatutory stock option maydssigned by
gift or domestic relations order to family membexs permitted by Rule 701 of the Securities Act.

Stock IssuancesShares of our common stock may be issued direaitier the 2000 Stock Plan. Such shares may bediubjvesting conditioned upon
continued service or upon the attainment of spettifierformance objectives. However, the vestinguch shares may not be more restrictive than 208harfes
subject to the award vesting per year, with iniiesting to occur no later than one year afteigheance date. With respect to such shares issw=t the 2000
Stock Plan, the purchase price (if any) shall roldss than 85% of the fair market value per shbhoemmon stock on the date of issuance. Partitgpaho are
granted shares under the 2000 Stock Plan will gdigdrave all of the rights of a stockholder witspect to such shares, other than the right tsfeasuch shares
before vesting.

Adjustments In the event of a stock split, stock dividend,agitalization, combination of shares, exchangshafres or other change affecting our common
stock without our receipt of consideration, appiater adjustments will be made to the maximum nunabetass of securities issuable under the 2000kJan and
the number or class of securities and exercise e share under each outstanding option in doderevent the dilution or enlargement of benefitsler
outstanding options.
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Corporate TransactionUpon a merger, consolidation, sale, transfertiberodisposition of all or substantially all of cagsets in the event of a complete
liquidation or dissolution, our 2000 Stock Planyides that the successor corporation or its parestibsidiary will assume, substitute or replaceguivalent awar
for each outstanding award under the 2000 Stoak. Ffizhere is no assumption or substitution ofstannding awards, such awards will become fully e@sind
exercisable.

Plan Amendments and TerminatioAccording to its terms, the 2000 Stock Plan stemthinate upon the earliest (a) the expiratiothef10-year period
measured from the date the Plan is adopted by dlaedB (b) the date on which all shares availablésfuance under the Plan shall have been issuesstexd shares
or (c) the termination of all outstanding optionscbnnection with a corporate transaction. All ops and unvested stock issuances outstanding tirtéef a claus
(a) termination event shall continue to have fatce and effect in accordance with the provisidthe documents evidencing those options or issegnc

2010 Stock Incentive Plan

General. Our 2010 Stock Incentive Plan was adopted byboard of directors in June 2010, subject to stolddraapproval, and will become effective
immediately prior to completion of this offering.

The 2010 Stock Incentive Plan provides for the gingnof incentive stock options within the meanwfgSection 422 of Code to employees and the grgmtin
nonstatutory stock options to employees, non-enggdajirectors, advisors and consultants. The 20d€kShcentive Plan also provides for the granteesfricted
stock, stock appreciation rights and stock unitralw@o employees, non-employee directors, advasodsconsultants.

Administration. Our compensation committee of our board of daectill administer the 2010 Stock Incentive Pliaxcjuding the determination of the
recipient of an award, the number of shares subjeeich award, whether an option is to be clask#is an incentive stock option or nonstatutorjoapind the
terms and conditions of each award, including tter@se and purchase prices and the vesting otidoraf the award.

At the discretion of our board of directors, oungEensation committee may consist solely of two orexfnon-employee directors” within the meaning of
Rule 16b-3 of the Securities Exchange Act of 1384he Exchange Act, or solely of two or more “édésdirectors” within the meaning of Section 162(@fithe
Code. Our board of directors may appoint one orenseparate committees of our board, each consistioge or more members of our board of directirs,
administer our 2010 Stock Incentive Plan with respe employees who are not subject to Sectionf16eoExchange Act. Subject to applicable law, loo@rd of
directors may also authorize one or more officerddsignate employees, other than employees whsuaject to Section 16 of the Exchange Act, toikecawards
under our 2010 Stock Incentive Plan and/or detegrttie number of such awards to be received by sogtoyees subject to limits specified by our baafrd
directors.

Authorized SharesUnder our 2010 Stock Incentive Plan, 2,000,0G0ehof our common stock have been authorizeds$oraince. In addition, the number of
shares that have been authorized for issuance timel@010 Stock Incentive Plan will be automaticaicreased on the first day of each fiscal yeairt@ng in 201:
and ending in 2020, in an amount equal to the lefai&t) 3,000,000 shares, (b) 5% of the outstandireges of our common stock on the last day ofntimeediately
preceding year or (c) another amount determinedusypoard of directors. Shares subject to awaradstgd under the 2010 Stock Incentive Plan thataafeited or
terminated before being exercised or settled, ®nat delivered to the participant because suchidiisssettled in cash will again become availableissuance und
the 2010 Stock Incentive Plan. Shares withhelditsfy the grant, exercise price or tax withholdotgigation related to an award will again becomailable for
issuance under the 2010 Stock Incentive Plan. Hewehares that have actually been issued shadlgaoh become available unless forfeited. No mioaa t
10,000,000 shares may be delivered upon the eras€isicentive stock options granted under the 28tk Incentive Plan plus, to the extent allowaliider
applicable law, any shares that again become dlaifar issuance under the 2010 Stock Incentive.Rtaaddition, shares originally reserved for &ste under our
2000 Stock Plan but which are not issued or sultgectitstanding grants on the effective
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date of the 2010 Stock Incentive Plan, and sharegst to outstanding options or forfeiture regioics under our 2000 Stock Plan on the effective dathe 2010
Stock Incentive Plan that are subsequently fordedteterminated for any reason before being exedcigp to a number of additional shares not to exes
aggregate of 428,572 shares, will again becomédadlaifor awards under our 2010 Stock IncentivenPla the date the 2010 Stock Incentive Plan isgffe.

No participant in the 2010 Stock Incentive Plan mzoeive option grants, restricted shares, stopkeajation rights or stock units totaling more tkzam
aggregate of 3,000,000 shares in any calendar geeept in the participant’s first year of employrh@ which the participant may receive equity adgatotaling up
to 6,000,000 shares. No participant in the 201@ISkocentive Plan may be paid more than an aggeenfa$2,000,000 in cash during any calendar yetr reispect
to equity awards that are payable in cash.

Types of Awards.

. Stock Option:. A stock option is the right to purchase a certaimber of shares of stock, at a certain exeraise pn the future. Under our 2010 Stc
Incentive Plan, incentive stock options and nomngtay options must be granted with an exerciseepoicat least 100% of the fair market value of our
common stock on the date of grant. Incentive stations granted to any holder of more than 10%hefuoting shares of our company must have an
exercise price of at least 110% of the fair mavedtie of our common stock on the date of grantindentive stock option can be granted to an
employee if as a result of the grant, the emplayeeld have the right in any calendar year to eseréor the first time one or more incentive stock
options for shares having an aggregate fair masdiete in excess of $100,000. The stock option agese specifies the date when all or any installment
of the option is to become exercisable. We exgeatt1/4th of the total number of shares subjethi¢coptions will vest and become exercisable 12
months after the vesting commencement date fooogtjranted, and the remaining options will vest laecome exercisable at a rate of 1/48th of the
total number of shares subject to the options eamhth thereafter. Each stock option agreementfgdtsthe term of the options, which is prohibited
from exceeding 10 years (five years in the casendhcentive stock option granted to any holdemofe than 10% of our voting shares), and the extent
to which the optionee will have the right to exsecthe option following termination of the optioheservice with the company. Payment of the exe
price may be made in cash or cash equivalent$ pmvided for in the stock option agreement evireg the award, (a) by surrendering, or attesting t
the ownership of, shares which have already beeredwy the optionee, (b) by delivery of an irrevaealirection to a securities broker to sell shares
and to deliver all or part of the sale proceedsstin payment of the aggregate exercise pricéyy(celivery of an irrevocable direction to a setiasi
broker or lender to pledge shares and to deliverrgart of the loan proceeds to us in paymerihefaggregate exercise price, (d) by deliveringlla f
recourse promissory note or (e) by any other fdrat is consistent with applicable laws, regulatiand rules

. Restricted Stoc. Restricted stock is a share award that may besulo vesting conditioned upon continued servilce,achievement of performance
objectives or the satisfaction of any other cowdits specified in a restricted stock agreememticRnts who are granted restricted stock awards
generally have all of the rights of a stockholdéhwespect to such stock, other than the rightansfer such stock prior to vesting. Subject otdrms
of the 2010 Stock Incentive Plan, our compensat@mmittee will determine the terms and conditiohamy restricted stock award, including any
vesting arrangement, which will be set forth ireatricted stock agreement to be entered into betweeand each recipient. Restricted stock may be
awarded for such consideration as our compensatioimittee may determine, including without limitaticash, cash equivalents, full-recourse
promissory notes, future services or services nettprior to the award, without cash payment byréugpient.

. Stock UnitsStock units give recipients the right to acquirgpacified number of shares of stock at a future dabn the satisfaction of certain
conditions, including any vesting arrangement, ldisthed by our compensation committee and as st iio a stock unit agreement. Unlike restricted
stock, the stoc
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underlying stock units will not be issued until teck units have vested and are settled, andieatipof stock units generally will have no voting
dividend rights prior to the time the vesting cdiatis are satisfied and the award is settled. @uorpensation committee may elect to settle vestsak
units in cash or in common stock or in a combimatbcash and common stock. Subject to the terntiseo2010 Stock Incentive Plan, our
compensation committee will determine the termseomtitions of any stock unit award, which will et forth in a stock unit agreement to be entered
into between us and each recipie

Stock Appreciation Righ. Stock appreciation rights typically will provider payments to the recipient based upon increiaste price of ou

common stock over the exercise price of the stpgkeciation right. The exercise price of a stocgrapiation right will be determined by our
compensation committee, which shall not be less tha fair market value of our common stock ondhate of grant. Our compensation committee may
elect to pay stock appreciation rights in casmarammon stock or in a combination of cash and comstock.

Other Plan Features.
Under the 2010 Stock Incentive Plan:

Unless the agreement evidencing an award exprpesiydes otherwise, no award granted under the iplay be transferred in any manner (prior to the
vesting and lapse of any and all restrictions applie to shares issued under such award), othebthavill or the laws of descent and distributi

Nondiscretionary, automatic grants of nonstatusiogk options will be made to outside directorsy Antside director who first joins our board
directors on or after the effective date, will hecanatically granted an initial nonstatutory optiorpurchase shares of our common stock that have a
value of $160,000, calculated using the fair mavkedtie of our common stock on the date of granbnuirst becoming a member of our board of
directors. The initial option will vest and becoewercisable over four years in equal monthly imstahts. On the first business day after each of our
regularly scheduled annual meetings of stockho)asash outside director will be automatically geth&in option to purchase shares of our common
stock that have a value of $80,000, calculatedguttie fair market value of our common stock ondhte of grant, provided that the outside direcas h
served on our board of directors for at least spnths. Each annual option will vest and becomeaesaile on the first anniversary of the date ohgra
or immediately prior to the next regular annual timepof the company’s stockholders following theedaf grant if the meeting occurs prior to thetfirs
anniversary date. The options granted to outsiceettirs will have a per share exercise price etqua0% of the fair market value of the underlying
shares on the date of grant and will become fudlsted if we are subject to a change of controhddition, such options will terminate on the eartie
(a) the day before the 10th anniversary of the datgant or (b) the date 12 months after the teatidn of the outside director’s termination of\see
for any reasor

In the event of a recapitalization, stock splisonilar capital transaction, our compensation cotteeiwe will make appropriate and equits
adjustments to the number of shares reserveddoaixe under the 2010 Stock Incentive Plan, incfuthe share number in the formula for automatic
annual increases, the limitation regarding thel tmianber of shares underlying awards given to dividual participant in any calendar year, the
number of shares that can be issued as incentiek eptions and other adjustments in order to pvestne benefits of outstanding awards under the
2010 Stock Incentive Pla

Generally, if we merge with or into another corpimna, we will provide for full exercisability or \&ting and accelerated expiration of outstanding
awards or settlement of the intrinsic value of dhiéstanding awards in cash or cash equivalentsvieldl by cancellation of such awards unless the
awards are continued if we are the surviving entityassumed or substituted for by any survivingfenr a parent or subsidiary of the survivingignt

108



Table of Contents

. If we are involved in an asset acquisition, stocfjuasition, merger or similar transaction with dmtentity, our compensation committee may make
awards under the 2010 Stock Incentive Plan by ssaraption, substitution or replacement of awardsitgd by another entity. The terms of such
assumed, substituted or replaced awards will berehéted by our compensation committee in its dismne

. Awards under our 2010 Stock Incentive Plan may bdersubject to the attainment of performance @ifacluding cash flows, earnings per share,
earnings before interest, taxes and amortizatetoym on equity, total stockholder return, shaiegoperformance, return on capital, return on asset
net assets, revenue, income or net income, opgraiome or net operating income, operating pafibet operating profit, operating margin or profit
margin, return on operating revenue, return onstee capital, market segment, shares, costs, expergulatory body approval for commercialization
of a product or implementation or completion ofical projects

. The 2010 Stock Incentive Plan terminates 10 yefées igs initial adoption, unless terminated earbg our board of directors. Our board of directors
may amend or terminate the plan at any time, stibjestockholder approval where required by appliedaw. Any amendment or termination may not
materially impair the rights of holders of outstargdawards without their consel
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RELATED PARTY TRANSACTIONS

In addition to the compensation arrangements wittctbrs and executive officers described elsewhetkis prospectus, the following is a descriptafreach
transaction since January 1, 2006 and each cwrerdposed transaction in which:

. we have been or are to be a participant;
. the amount involved exceeds or will exceed $12Q,80d
. any of our directors, executive officers or benafibolders of more than 5% of our capital stoakay immediate family member of or person sharing

the household with any of these individuals (otien tenants or employees), had or will have activeindirect material interes

Registration Rights

We have entered into an investors’ rights agreeméhteach of the purchasers of our preferred stoclder this agreement, our preferred stockholdess
entitled to registration rights with respect toitrshares of common stock issuable upon the autoroatversion of their convertible preferred stamknediately
prior to completion of this offering and commonditprespectively. For additional information, s&se$cription of Capital Stock—Registration Rights.”

Sale of Preferred Stock
Messrs. Banatao and Tan, two of our directors, ffiteted with Tallwood I, L.P. and entities affdted with Walden International, respectively.

From November 3, 2005 through May 31, 2006, Talldvgd_.P. and entities affiliated with Walden Intational purchased 267,976 and 320,159 sharesrof ou
Series D preferred stock, respectively, for an egate purchase price of approximately $915,40734n@03,631, respectively, or $3.4160 per shareoimection
with these purchases of our Series D preferreksiicallwood I, L.P. and entities affiliated with \Man International entered into the same agreenzentise other
investors, and we believe that the significant eahthese purchases of preferred stock would ifier dn any material way from the terms we couli/b negotiated
with unaffiliated third parties.

From January 30, 2008 through April 21, 2008, Tabd I, L.P., entities affiliated with Walden Intational, an entity associated with Samsung, and Mr.
Srinivasan, one of our directors, purchased 178,289,056, 160,595 and 31,312 shares of our SEreferred stock, respectively, for an aggregatelmse price
of approximately $1,712,387, $2,558,651, $1,538 &dd $300,000, respectively, or $9.5809 per stiareonnection with these purchases of our SeripseEerred
stock, Tallwood I, L.P., entities affiliated with &den International, an entity associated with Sargsaand Mr. Srinivasan entered into the same agnetsnas the
other investors, and we believe that the signifitarms of these purchases of preferred stock wooldliffer in any material way from the terms weild have
negotiated with unaffiliated third parties.

As Messrs. Banatao and Tan are affiliated withwadld I, L.P. and Walden International, respectiveélgneficial ownership of the shares purchased by
Tallwood I, L.P. and by entities affiliated with \'dan International are attributable to Messrs. Bamand Tan, respectively.

Compensation for Interim President and Chief Execute Officer

From October 2006 to August 2007, Mr. Banatao, dreuodirectors, served as our Interim Presidedt@hief Executive Officer. As compensation for this
services, we granted Mr. Banatao an option to psel3&4,285 shares of our common stock. We graheedgtion on February 16, 2007 with an exerciseepof
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$1.22 per share, the fair market value of our comstock on the date of grant as determined by oardof directors. This option was fully vestedtbe grant date
In April 2007, Mr. Banatao exercised this optiorfuil for $442,000 and subsequently transferred 342 shares to Tallwood I, L.P. and 2,142 sharesto
unaffiliated individual.

Indemnification Agreements

We intend to enter into indemnification agreemaevith each of our current directors and executiviicefs. These agreements require us to indemnégeth
individuals to the fullest extent permitted undezi@vare law against liabilities that may arise égson of their service to us, and to advance exgensurred as a
result of any proceeding against them as to whiely tould be indemnified. We also intend to entés indemnification agreements with our future dicgs and
executive officers.

Other Transactions

We have a business relationship with Samsung, widis approximately 6.9%, directly, and an add#io6.2%, indirectly, of our outstanding share:
common stock. For the year ended December 31, 208%he nine months ended September 30, 2010, 8grpsuchased high-speed PLLs and register solédion
approximately $21.2 million and $20.4 million, resfively, constituting 36% and 33% of our totalerue, respectively. While Samsung is a signifisam¢kholder,
we believe that the terms of our purchase ordect,ding pricing, would not differ in any materiahy from the terms we could have negotiated witaffilrated
third parties.

As of December 31, 2009, we have a software syigmmiand maintenance agreement with Cadence D&sigiems, Inc., which agreement was entered into
in the ordinary course of business. In connectidh this agreement, we committed to pay approxitga@.0 million, payable in 16 quarterly paymeritsough May
2011. We paid $1.4 million, $1.8 million and $1.@lion in the years ended December 31, 2008 an®20@ for the nine months ended September 30, 2010,
respectively. Mr. Tan, one of our directors, is eatly the Chief Executive Officer of Cadence. ManTdoes not have a direct or indirect materiaréesein the
transaction. The agreement with Cadence was enitgieth June 2007, prior to Mr. Tamemployment with Cadence. Mr. Tan was appointedPtfesident and Chi
Executive Officer of Cadence in January 2009, altfiohe has served as a member of the Cadence &fodirdctors since 2004. Mr. Tan did not particgat the
negotiation of, and did not derive any direct afiiact compensation or other benefit, monetarytbevise, as a result of this agreement. In additidr. Tan is not
a party to the agreement. Further, the amountsgraddo be paid to Cadence under this agreemembi@nd are not expected to, constitute a mateeentage of
the revenue of Cadence. Specifically, the amouaits fo Cadence in the years ended December 31,&002009 and for the six months ended June 3@ 201
accounted for 0.13%, 0.21% and 0.22% of Cadenese®nue for the years ended January 3, 2009 an@da2u2010, and for the six months ended July0302
respectively. We believe that the significant teohghese purchases, including pricing, would riiedin any material way from the terms we coubi/b negotiated
with unaffiliated third parties.

Procedures for Approval of Related Party Transactios

Currently, any related party transaction is sukedito our board of directors and is approved bisimtetrested majority of our board of directors.r@oard of
directors has approved a Related Person Transad®iolicy that will be effective upon consummatidritas offering. This Related Person Transactiookdy will
provide for approval by the audit committee of board of directors of transactions with our compealped at or above more than $120,000 in whichdirector,
officer, 5% or greater stockholder or certain mdapersons or entities has a direct or indirecendtinterest.
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PRINCIPAL STOCKHOLDERS

The following table sets forth information as ofp8mber 30, 2010 regarding the number of sharesramon stock beneficially owned and the percentdge
common stock beneficially owned before and afteradbmpletion of this offering by:

. each person or group of persons known to us thdééneficial owner of more than 5% of our comniocls
. each of our named executive officers;

. each of our directors; and

. all of our directors and executive officers as augr.

Unless otherwise noted below, the address of eanhflzial owner listed in the table is c/o Inphir@aration, 3945 Freedom Circle, Suite 1100, SartdaaC
California 95054.

We have determined beneficial ownership in accardarith the rules of the SEC. Except as indicatethke footnotes below, we believe, based on the
information furnished to us, that the persons antdies named in the table below have sole votimg iavestment power with respect to all sharesoofimon stock
that they beneficially own, subject to applicabbenenunity property laws.

Applicable percentage ownership is based on 178288shares of common stock outstanding on SepteBth&010, which gives effect to the conversion of
each share of our preferred stock into one shacemimon stock. For purposes of the table belowhawe assumed that 24,048,849 shares of commonsibhdie
outstanding upon completion of this offering. Treegentage ownership information assumes no exestige underwriters’ over-allotment option from s
computing the number of shares of common stockfiaky owned by a person and the percentage oshiprof that person, we deemed outstanding shéres o
common stock subject to options and warrants helthat person that are currently exercisable orasable within 60 days of September 30, 2010. \lendt deer
these shares outstanding, however, for the purpiosemputing the percentage ownership of any gbleeson.

Percentage of
Common Stock

Number of Shares Beneficially Owned
of Common Stock Before After

Name and Address of Beneficial Owne Beneficially Ownec Offering Offering
5% Stockholders:
Entities affiliated with Walden Internation® 3,507,45 20.2% 14.€%
Tallwood I, L.P.@ 3,458,09: 20.1 14.4
Entities affiliated with Mayfield Fun® 3,134,42i 18.2 13.C
Samsung Electronics Co., Li4 1,170,96( 6.8 4.8
Entities affiliated with SVIC No. 6 New Technolo@usiness Investment L.L.[5) 1,038,81! 6.0 4.3
Named Executive Officers and Directors
Young K. Sohr® 1,349,27. 7.4 54
John Edmund(® 238,93« 14 e
Gopal Raghava® 906,90( 5.0 3.7
Ron Torter®) 238,16: 1.4 *
Diosdado P. Banate® 3,458,09: 20.1 14.4
Chenming H10 17,14: * *
David J. Lad® 3,134,42( 18.2 13.C
Timothy D. Semone(d 224,10: 1.3 *
Sam S. Srinivasat2) 102,02! * *
Peter J. Simon(3) 17,14 * *
Lip-Bu Tan® 3,507,45 20.2 14.€
All executive officers and directors as a group g&tsons 4 13,193,64 67.1 49.¢

*  Represents beneficial ownership of less than
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@)

@)

@)

4)

®)

(6)

@)

Represents 59,210 shares held by Asian Venturddapvestment Corporation, or AVCIC, 59,210 shdrekl by International Venture Capital Investment
Corporation, or IVCIC, 59,210 shares held by In&tional Venture Capital Investment Il Corp., orQ\C Ill, 52,423 shares held by Pacven Walden Vesur
Parallel V-A C.V., 52,423 shares held by Pacvend&@lVentures Parallel V-B. C.V., 62,642 shares bgl@acven Walden Ventures Parallel VI, L.P., 5,575
shares held by Pacven Walden Ventures V Assodrated, L.P., 2,274,888 shares held by Pacven Wal@ertures V, L.P., 804,499 shares held by Pacven
Walden Ventures VI, L.P., 36,672 shares held by@adValden Ventures V-QP Associates Fund, L.P.4nd05 shares held by Seed Ventures Il Ptd Ltd.
Lip-Bu Tan, one of our directors, is the sole directfdPacven Walden Management V Co. Ltd,. which ésgkneral partner of Pacven Walden Ventures V,
Pacven Walden Ventures Parallel V-A C.V., PacvendéfaVentures Parallel V-B C.V., Pacven Walden Mess VV Associates Fund, L.P. and Pacven Walden
Ventures V-QP Associates Fund, L.P., or Pacvend/afiliated funds. He is also the sole directoPaitven Walden management VI Co. Ltd., which is the
general partners of Pacven Walden Ventures VI, anfd. Pacven Walden Ventures Parallel VI, L.P.,anvien VI and Parallel Funds. Mr. Tan is also the
President of each of AVCIC, IVCIC and IVCIC lll. €hvoting and investment power over the sharestheldVCIC is determined by a majority of its six
directors, You-Lin Lu, Allen Kao, Allen Hsu, Wee Bheong, George Lee and Mr. Tan, all of whom distlaeneficial ownership of shares held by AVCIC
except to the extent of any pecuniary interesteiineiThe voting and investment power over the shaetdd by IVCIC is determined by a majority of its

13 directors, You-Lin Lu, Allen Hsu, C. C. Kuo, Ali Kao, Yaw Nan Lu, James Tseng, Wen-Ching TseogiiWei Huang, F. C. Sun, Hock Voon Loo, Wee
Ee Cheong, Lorin Young and Mr. Tan, all of whomcthém beneficial ownership of shares held by IV@xzept to the extent of any pecuniary interestetiner
The voting and investment power over the sharesnelVCIC Il is determined by a majority of itedr directors, James Tseng, Yaw Nan Lu, Julian ivai a
Mr. Tan, all of whom disclaim beneficial ownershipshares held by IVCIC Il except to the extentofy pecuniary interest therein. Mr. Tan, Mary Colama
Brian Chiang, Hock Voon Loo and Andrew Kau holdr&ubavoting and investment power with respect tostieres held by Pacven V and affiliated funds and
Pacven VI and Parallel Funds, all of whom disclaeneficial ownership of these shares except t@xtent of any pecuniary interest therein. The askifer
Walden International is One California Street, 8@800, San Francisco, CA 941

Consists of 3,458,090 shares held by TallwoodP, Diosdado Banatao, one of our directors, is thaaging member of Tallwood Management Co. LLC,
which is the general partner of Tallwood I, L.PeTBanatao Living Trust directly or indirectly hold®0% of the membership interests in Tallwood
Management Co. LLC. Mr. and Mrs. Banatao, as tresté¢he Banatao Living Trust, hold shared voting dispositive power over the securities held hy th
fund. Mr. and Mrs. Banatao disclaim beneficial owhgof the reported securities except to the exdé@iny pecuniary interest therein. The principasibess
address of Tallwood I, L.P. and Tallwood Managen@mtLLC is 400 Hamilton Avenue, Suite 230, PaltaACA 94301

Represents 56,418 shares held by Mayfield Assackdad VI, a Delaware limited partnership, or MF ¥XF- 194,333 shares held by Mayfield Principals &un
I, a Delaware limited liability company, or MF PF. 169,257 shares held by Mayfield XI, a Delawangited partnership, or MF XI, and 2,714,412 shéarelsl
by Mayfield XI Qualified, a Delaware limited partiship, or MF XI Q. Yogen K. Dalal, Janice M. Rolseand Robert T. Vasan are managing directors of
Mayfield XI Management, L.L.C., which is the gengpattner of MF X1 Q, MF XI and MF AF VI and the sdiéanaging Director of MF PF II. The individuals
listed herein may be deemed to have voting ancbdipe power over the shares which are, or maylbemed to be beneficially owned by MF XI Q, MFIRF
MF Xl and MF AF VI, but disclaim such beneficial oanship except to the extent of his or her pecuni@srest therein. Mr. Ladd, one of our directossai
non-managing member of Mayfield XI Management, L.L.Qxd &as no voting or dispositive power with resgedhe shares held by these funds. The addr
the entities affiliated with Mayfield Fund is 28@&nd Hill Road, Suite 250, Menlo Park, CA 94C

Consists of 1,170,960 shares held by Samsung Biectr Co., Ltd., or Samsung. Soo In Cho, Execuifiee President of Samsung, holds voting and digjve:
power over the securities held by Samsung. Mr. Gedalms beneficial ownership of these shares hgl8amsung. Samsung disclaims beneficial ownest
the reported securities held by SVIC No. 4 New Tetbgy Business Investment L.L.P. and SVIC No. 6WNechnology Business Investment L.L.P. The
principal business address of Samsung is 85 Weshdia Drive, San Jose, CA 951.

Represents 160,595 shares held by SVIC No. 4 Neshni@ogy Business Investment L.L.P., or SVIC Noadd 878,220 shares held by SVIC No. 6 New
Technology Business Investment L.L.P., or SVIC BloMyung-gu Kang, Chief Financial Officer of Samgwenture Investment Company, holds voting and
dispositive power over the securities held by thfesels. Mr. Kang disclaims beneficial ownershipluigge shares held by these funds. The principahessi
address of SVIC No. 4 and SVIC No. 6 is 16th FI&IES Center, 64-9, Yeosam -Dong, Kangnai-Gu, Seoul, Korea 1:-980.

Includes 995,275 shares subject to options thahareediately exercisable, of which 294,451 sharessabject to our right of repurchase as of NoveraSe
2010, and 37,572 restricted shares are subjeatrtaght of repurchase as of November 29, 20100 Adsludes 42,857 shares held by each of Mr. Sotnése
children.

Includes 238,934 shares subject to options thahareediately exercisable, of which 109,153 sharessabject to our right of repurchase as of NoveraSe
2010.
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(8) Includes 763,425 shares subject to options thanareediately exercisable, of which 149,999 sharessabject to our right of repurchase as of Nover2Be
2010.

(9) Includes 227,877 shares subject to options thahareediately exercisable, of which 85,101 sharessabject to our right of repurchase as of Nover2er
2010.

(10) Consists of 17,142 restricted shares that are sutgdorfeiture as of November 29, 20:

(11) Includes 147,911 shares subject to options thainareediately exercisable, none of which are suliigctur right of repurchase as of November 29, 2

(12) Includes 44,999 shares subject to options thainareediately exercisable, of which 12,858 sharessalgect to our right of repurchase as of Noven@®er
2010.

(13) Consists of 17,142 restricted shares that are sutgdorfeiture as of November 29, 20:

(14) Includes 2,418,421 shares subject to options tieainamediately exercisable, of which 651,562 sharessubject to our right of repurchase as of Nda&m29,
2010, and 37,572 outstanding restricted sharesatkatubject to our right of repurchase as of Ndvem29, 2010 and 34,284 outstanding restrictedeshhat
are subject to forfeiture as of November 29, 2(
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DESCRIPTION OF CAPITAL STOCK

General

The following is a summary of our capital stock gmdvisions of our restated certificate of incomggyn and bylaws as they will be in effect upon the
completion of this offering. You should also referthe copies of our restated certificate of incogtion and bylaws that have been or will be firgth the SEC as
exhibits to our registration statement, of whicls ffrospectus forms a part, and to the provisidridetaware law. Upon completion of this offeringirauthorized
capital stock will consist of 500,000,000 shares@fimon stock, par value $0.001 per share, and@@00 shares of undesignated preferred stockigtae $0.00:
per share, after giving effect to the conversioalbbutstanding shares of preferred stock intaeshaf common stock and the restatement of oulificate of
incorporation.

Common Stock

As of September 30, 2010, there were 17,248,84@ sl common stock outstanding held by approxitydté7 stockholders of record, assuming the
conversion on a one-for-one basis of each outstgnshare of Series A preferred stock, Series Bepred stock, Series C preferred stock, Series B2pesl stock
and Series E preferred stock upon the completighisfoffering.

Each holder of common stock is entitled to one Yoteeach share of common stock held on all matebsnitted to a vote of stockholders. Upon comeieti
of this offering and the filing of our amended apdtated certificate of incorporation, our commtwtkholders will not be entitled to cumulative vagiin the
election of directors by our certificate of incorgtion. This means that the holders of a majoritthe voting shares will be able to elect all of thirectors then
standing for election. Subject to preferences iy apply to shares of preferred stock outstandirige time, the holders of outstanding sharesiotommon stoc
will be entitled to receive dividends out of asdetmlly available at the times and in the amotimas our board of directors may determine from ttmé&me. Upon
our liquidation, dissolution or windingp, the holders of common stock would be entittediare ratably in all assets remaining after payrogall liabilities and th
liquidation preferences of any outstanding prefiés®ck. Holders of common stock have no preempmtihv@nversion rights or other subscription rigfisere will
be no redemption or sinking fund provisions apliegto the common stock. All currently outstandstigres of common stock are fully paid and nonaabéssand
the shares of common stock to be issued in théevioff, when paid for, will also be fully paid andnassessable.

Preferred Stock

Upon the completion of this offering, each outstagdhare of our Series A preferred stock will bewerted into one share of common stock, or aneagde
of 518,555 shares of common stock; each outstarstiage of our Series B preferred stock will conirgi one share of common stock, or an aggrega2e9db, 783
shares of common stock; each outstanding sharard@eries C preferred stock will convert into ohare of common stock, or an aggregate of 6,503882es of
common stock; each outstanding share of our SBrigeferred stock will convert into one share afncoon stock, or an aggregate of 3,509,748 sharesromon
stock; and each outstanding share of our SeriggfEémed stock will convert into one share of conmnstock, or an aggregate of 1,357,444 shares ofrzmmstock.

Following the conversion of each share of our preféstock into shares of common stock, our cestié of incorporation will be amended to delete all
references to the prior series of preferred stockaur board of directors will be authorized, sebje limitations imposed by Delaware law, to iséuen time to
time up to 10,000,000 shares of preferred stoaammor more series, without stockholder approvat. iidard of directors will be authorized to estsifblirom time to
time the number of shares to be included in eadhsseand to fix the rights, preferences and pees of the shares of each wholly unissued semigsiay of its
qualifications, limitations or restrictions. Ourdrd of directors will also be able to increase ecréase the number of shares of any series, bbiehwt the number
of shares of that series then outstanding, withoytfurther vote or action by the stockholders.
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Our board of directors may authorize the issuariggeferred stock with voting or conversion rigthiat could dilute the voting power or alter othights of
the holders of our common stock, or that could ease the amount of earnings and assets availatdéstabution to holders of our common stock. Tésuance of
preferred stock, while providing flexibility in coection with possible acquisitions and other cogp@purposes, could, among other things, haveftaet ®f
delaying, deferring or preventing a change in adrdf us and might harm the market price of our owm stock and the voting and other rights of thielérs of
common stock. We have no current plans to issueshages of preferred stock after the completiotiisf offering.

Warrants

As of September 30, 2010, there were warrantsandstg exercisable for an aggregate of 55,758 shafreommon stock, at a weighted average exercise
of $3.53 per share, including 17,187 shares issugbn exercise of warrants to purchase converpiteferred stock, which will convert into warratdspurchase
17,187 shares of common stock upon the complefidi®offering.

Registration Rights

After this offering, the holders of 14,851,170 s#saof common stock, including shares to be issped the conversion of the preferred stock, and upe
exercise of warrants to purchase shares of outadagock, are entitled to contractual rights byichtthey may require us to register those shardgsmuhe Securities
Act. All of these shares are subject to a lock-epqa for 180 days. If we propose to register ahguwr securities under the Securities Act for ownaaccount,
holders of those shares are entitled to includi fiares in our registration, provided they acdbptterms of the underwriting as agreed upon betvues and the
underwriters selected by us, and among other donditthat the underwriters of any such offeringehthe right to limit the number of shares includtethe
registration. Six months after the effective ddtéhe registration statement of which this prospeds a part, and subject to limitations and coon specified in the
amended and restated investor rights agreementivgtholders, holders of at least 30% of the sharesmmon stock issued upon conversion of theeSeki
preferred stock, Series B preferred stock, Seripse@erred stock, Series D preferred stock andeSétipreferred stock and shares of common stockdsas a result
of the exercise of certain warrants may requireoysrepare and file a registration statement uttteSecurities Act at our expense covering thoaeesh provided
that the shares to be included in the registrattmail include at least 20% of the shares issugtde @onversion of the Series A preferred stockieSeB preferred
stock, Series C preferred stock, Series D prefesteck and Series E preferred stock and sharesdsssia result of the exercise of certain warramta,lesser
percentage if the anticipated aggregate publicioffeprice would exceed $10,000,000. We are nagel#d to effect more than two of these demandstedions.

Anti-Takeover Effects of Delaware Law and Our Certficate of Incorporation and Bylaws

The provisions of Delaware law, our restated deette of incorporation and our bylaws describedWweiay have the effect of delaying, deferring or
discouraging another party from acquiring contifolis.
Delaware Law

We will be subject to the provisions of Section 203he Delaware General Corporation Law regulatiogporate takeovers. In general, those provis
prohibit a Delaware corporation from engaging ig Aosiness combination with any interested stodkdwofor a period of three years following the dhi@t the
stockholder became an interested stockholder, sinles

. the transaction is approved by the board beforel#éte the interested stockholder attained thaistat

. upon consummation of the transaction which resuitete stockholder becoming an interested stoaérothe interested stockholder owned at least
85% of the voting stock of the corporation outsiagdat the time the transaction commencec
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on or after the date the business combinationpsayed by our board of directors, the business éoation is authorized at a meeting of stockholders,
and not by written consent, by at least-thirds of the outstanding voting stock that is oahed by the interested stockholc

In general, Section 203 defines “business comhinato include the following:

any merger or consolidation involving the corparatand the interested stockholder;

any sale, transfer, pledge or other dispositiohG%b or more of the assets of the corporation innglthe interested stockholder;

subject to certain exceptions, any transactionrégmilts in the issuance or transfer by the cotpmraf any stock of the corporation to the intéeels
stockholder

any transaction involving the corporation that tieseffect of increasing the proportionate sharthefstock of any class or series of the corpanatio
beneficially owned by the interested stockholdel

the receipt by the interested stockholder of theefieof any loans, advances, guarantees, pledgether financial benefits provided by or througk t
corporation.

In general, Section 203 defines an interested btdkr as any entity or person beneficially ownlis§6 or more of the outstanding voting stock of the
corporation and any entity or person affiliatedhagr controlling or controlled by any such entityperson.

A Delaware corporation may opt out of this provislyy express provision in its original certificateincorporation or by amendment to its certificafe
incorporation or bylaws approved by its stockhaéd&Vhile we have opted out of Section 203 in outifigate of incorporation currently in effect, vd® not opt out
of this provision in the certificate of incorporatito be effective upon the completion of the affgr The statute could prohibit or delay mergerstber takeover or
change in control attempts and, accordingly, magalirage attempts to acquire us.

Charter and Bylaws
Following the completion of this offering, our dédate of incorporation and bylaws will providesit

no action can be taken by stockholders except ahanal or special meeting of the stockholdersedah accordance with our bylaws, and stockholders
may not act by written consel

the classification of our board of directors sat thiay a portion of our directors is elected eaehry with each director serving a three-year term;

the approval of holders of two-thirds of the shaestled to vote at an election of directors W# required to adopt, amend or repeal our bylaws or
amend or repeal the provisions of our certificdtacorporation regarding the election and remafalirectors and the ability of stockholders togak
action by written consent or call a special meet

our board of directors will be expressly authorizednake, alter or repeal our bylaws;

the Court of Chancery of the State of Delaware ale the sole and exclusive forum for derivatiggoms, claims of breach of a fiduciary duty, claim
asserted under the Delaware General Corporationdrashaims governed by the internal affairs doetr

stockholders may not call special meetings of thekholders or fill vacancies on the board;

stockholders must provide notice of nominationdicéctors or the proposal of business to be votedt@n annual meeting;
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. our board of directors will be authorized to ispueferred stock without stockholder approval, ascdbed above;
. directors may only be removed for cause;
. we will indemnify officers and directors againss$es that they may incur in investigations andllpgzceedings resulting from their services to

which may include services in connection with taleadefense measure

Limitation of Liability and Indemnification Matters

We will adopt provisions in our certificate of imporation that limit the liability of our directofer monetary damages for breach of their fiduciduyy as
directors, except for liability that cannot be ahisted under the Delaware General Corporation lAseordingly, our directors will not be personalisgiile for
monetary damages for breach of their fiduciary dagtydirectors, except for liabilities:

. for any breach of the director’s duty of loyaltyus or our stockholders;

. for acts or omissions not in good faith or whiclidtlve intentional misconduct or a knowing violatiohlaw;

. for unlawful payments of dividends or unlawful dtaepurchases or redemptions, as provided undeio8e74 of the Delaware General Corporation
Law; or

. for any transaction from which the director deriadimproper personal benefit.

Any amendment or repeal of these provisions wiliee the approval of the holders of shares repitesgat least two-thirds of the shares entitlegtdte in
the election of directors, voting as one class.

Our certificate of incorporation and bylaws wilsalprovide that we will indemnify our directors aofficers to the fullest extent permitted under &vehre
law. Our certificate of incorporation and bylawdlhaiso permit us to purchase insurance on belahyg officer, director, employee or other agemtday liability
arising out of his actions as our officer, direcemployee or agent, regardless of whether Delalaarevould permit indemnification. We intend to eninto
separate indemnification agreements with our dimscand executive officers that could require nspmag other things, to indemnify them against carliaibilities
that may arise by reason of their status or semgcdirectors and to advance their expenses irttaga result of any proceeding against them asitch they could
be indemnified. We believe that the limitation iadlility provision in our certificate of incorpoiah and the indemnification agreements will faaii@ our ability to
continue to attract and retain qualified indivicsied serve as directors and officers.

The New York Stock Exchange Listing Symbol
Our common stock has been approved for listing loe Nlew York Stock Exchange under the symbol “IPHI.”

Transfer Agent and Registrar
The transfer agent and registrar for our commocksi® American Stock Transfer.
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SHARES ELIGIBLE FOR FUTURE SALE

Prior to this offering, there has been no publickaafor our common stock. We cannot predict tHeaf if any, that market sales of shares or thelability
of shares for sale will have on the market pricavpiling from time to time. As described below,yoallimited number of shares will be available $ate shortly
after this offering due to contractual and legatnietions on resale. Nevertheless, sales of onmeon stock in the public market after the restoiesi lapse, or the
perception that those sales may occur, could ddwesprevailing market price to decrease or to eefkahan it might be in the absence of those salg®rceptions.

Sale of Restricted Shares

Upon completion of this offering, we will have 248849 outstanding shares of common stock, assutiaighere are no exercises of outstanding options
after September 30, 2010. The shares of commok biing sold in this offering will be freely tradabother than by any of our “affiliates’s defined in Rule 144(
under the Securities Act, without restriction ogistration under the Securities Act. All remainsttares were issued and sold by us in private tctinea and are
eligible for public sale if registered under thee@ties Act or sold in accordance with Rule 14&Raoifle 701 under the Securities Act. These remaisieges are
“restricted securities” within the meaning of Rdk¥4 under the Securities Act. Shares purchasedibgftiliates may not be resold except pursuamirt@ffective
registration statement or an exemption from regfigtn, including the exemption under Rule 144 urilerSecurities Act, as described below.

As a result of the lock-up agreements describeovipabther contractual restrictions on resale aedottovisions of Rules 144 and 701 described betlogy,
restricted securities will be available for saldghe public market as follows:

. no shares will be eligible for sale prior to 18 slafter the date of this prospectus;

. 17,248,849 shares will be eligible for sale upaneRpiration of the lock-up agreements, descritedvin, beginning 180 days after the date of this
prospectus and when permitted under Rule 144 orattd

. 6,322,779 shares will be eligible for sale uponekercise of vested options 180 days after the afates prospectus.

Lock-Up Agreements

Our directors, executive officers and substantiallyf our stockholders have agreed with limitedeptions that they will not sell any shares of awon stoct
owned by them without the prior written consenMafrgan Stanley & Co. Incorporated and Deutsche B3@durities Inc., on behalf of the underwriters,dgeriod
of 180 days from the date of this prospectus. Attame and without public notice, Morgan StanleyC&. Incorporated and Deutsche Bank Securitiesnvay. in
their sole discretion release some or all of theigges from these lock-up agreements. To therg)dkares are released before the expiration dbtikeup period
and these shares are sold into the market, theainarice of our common stock could decline. Immealjafollowing the 180-day lock-up period, 17,248%shares
of our common stock outstanding after this offenviti become available for sale, subject to legadtrictions on resale. See “Underwriting—Lock-Uprégments.”

Rule 144

In general, under Rule 144, beginning 90 days dfiedate of this prospectus, a person who is nogffiliate and has not been our affiliate at &inye during
the preceding three months will be entitled to aalf shares of common stock that such person hefibially owned for at least six months, includitng holding
period of any prior owner other than one of ouiliates, without regard to volume limitations. Safef our common stock by any such person wouldubgest to the
availability of current public information about iighe shares to be sold were beneficially owngdiich person for less than one year.
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In addition, under Rule 144, a person may sellehaf our common stock acquired from us immediailyn the closing of this offering, without regaod
volume limitations or the availability of publicformation about us, if:

. the person is not our affiliate and has not beereéfiliate at any time during the preceding threenths; and
. the person has beneficially owned the shares swlukfor at least one year, including the holdiegigd of any prior owner other than one of our
affiliates.

Beginning 90 days after the date of this prospecetyserson deemed to be our affiliate, who berafjcowned the shares proposed to be sold foraat lsix
months, including the holding period of any prievreer other than one of our affiliates, would beitéad to sell within any three-month period a numbgshares
that does not exceed the greater of:

. 1% of the then outstanding shares of our commarkstor approximately 240,488 shares immediatelgrdfiis offering, assuming no exercise of the
underwriter’ option to purchase additional shares
. the average weekly trading volume of the commonkstm the NYSE during the four calendar weeks piexethe date on which notice of the sale is

filed with the Securities and Exchange Commiss
Sales under Rule 144 by our affiliates are sulifeoéquirements relating to manner of sale, naivg availability of current public information atias.

Rule 701

Subject to various limitations on the aggregaterify price of a transaction and other conditidhge 701 may be relied upon with respect to thaleesf
securities originally purchased from us by our esypks, directors, officers, consultants or advipeir to the completion of this offering, pursuamtwritten
compensatory benefit plans or written contractatired) to the compensation of such persons. In midithe Securities and Exchange Commission hasdtet! that
Rule 701 will apply to stock options granted bybesore this offering, along with the shares acgliiipon exercise of those options. Securities isgueeliance on
Rule 701 are deemed to be restricted securitiestaginning 90 days after the date of this progmeatinless subject to the contractual restrictaescribed above,
may be sold by persons other than affiliates sulgely to the manner of sale provisions of Rule a#d by affiliates under Rule 144 without compliandgth the
minimum holding period requirements. All securitissued in reliance on Rule 701 are also subjeitted 80-day lock-up period described above.

Stock Plans

We intend to file a registration statement underS$kecurities Act covering 2,000,000 shares of comstock reserved for issuance under our 2010 Stock
Incentive Plan. This registration statement is eigetto be filed soon after the date of this progmeand will automatically become effective upiing.
Accordingly, shares registered under this registmastatement will be available for sale in the mpearket unless those shares are subject to vesitigctions with
us or the contractual restrictions described above.

Registration Rights

In addition, after this offering, the holders ofpapximately 14,851,170 shares of common stockuitiolg shares to be issued upon the conversioreof th
preferred stock, and upon the exercise of warrtanpeirchase shares of our capital stock, will bigled to rights to cause us to register the sélba@se shares under
the Securities Act. All of these shares are sulifettte 180-day lock-up period. Registration ofsthehares under the Securities Act would restutigse shares,
other than shares purchased by our affiliates, newpfreely tradable without restriction under Becurities Act immediately upon the effectivenefsthe
registration. See “Description of Capital Stock—Ré&gtion Rights.”
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MATERIAL U.S. FEDERAL INCOME AND ESTATE TAX
CONSEQUENCES TO NON-U.S. HOLDERS

The following is a summary of the material U.S.€el income tax and estate tax consequences ofathership and disposition of our common stock to-no
U.S. holders, but does not purport to be a compleédysis of all the potential tax consideraticglating thereto. This summary is based upon theigions of the
Internal Revenue Code of 1986, as amended, oralde (dreasury regulations promulgated thereundienjrastrative rulings and judicial decisions, alaf the date
hereof. These authorities may be changed, posshigactively, so as to result in U.S. federal imectax or estate tax consequences different frasetiset forth
below.

This summary does not address the tax considesagiosing under the laws of any U.S. state or locany nont.S. jurisdiction or under U.S. federal gift ¢
estate tax laws, except to the limited extent belovaddition, this discussion does not addresstasiderations applicable to an investor’s paldicaircumstances
or to investors that may be subject to speciattdes, including, without limitation:

. banks, insurance companies or other financialtutgins;

. persons subject to the alternative minimum tax;

. tax-exempt organizations;

. dealers in securities or currencies;

. “controlled foreign corporations,” or “passive fage investment companies,” each as defined for E&eral income tax purposes;

. partnerships or entities classified as partnerstupbl.S. federal income tax purposes, or any itvssin such entities

. traders in securities that elect to use a I-to-market method of accounting for their securitieslimys;

. persons that own, or are deemed to own, more thampércent of our common stock (except to therexdpecifically set forth below

. certain former citizens or long-term residentshaf United States;

. persons who hold our common stock as a positi@antiadging transaction, “straddle,” “conversion s&ation” or other risk reduction transaction;
. persons who do not hold our common stock as aaastet within the meaning of Section 1221 ofGbee (generally, for investment purposes); or
. persons deemed to sell our common stock underth&treictive sale provisions of the Code.

If a partnership or entity classified as a parthgr$or U.S. federal income tax purposes holdsammmon stock, the tax treatment of a partner géigewvdl
depend on the status of the partner and upon thati@s of the partnership. Accordingly, partnepshthat hold our common stock, and partners it pestnerships,
should consult their tax advisors.

You are urged to consult your tax advisor with respct to the application of the U.S. federal incomeak laws to your particular situation, as well as ap
tax consequences of the purchase, ownership and piisition of our common stock arising under the U.Sederal estate or gift tax rules or under the law®f
any U.S. state or local or any non-U.S. or other f@ang jurisdiction or under any applicable tax treaty.

Non-U.S. Holder Defined

For purposes of this discussion, you are a non-hbfler if you are any holder (other than a pashgror entity classified as a partnership for UeSleral
income tax purposes) that is not:

. an individual citizen or resident of the U.S.;
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. a corporation or other entity taxable as a corpomatreated or organized in the U.S. or under éleslof the United States or any political subdovisi
thereof;

. an estate whose income is subject to U.S. fedecahie tax regardless of its source; or

. a trust (x) whose administration is subject toghienary supervision of a U.S. court and which has or more U.S. persons who have the authority to

control all substantial decisions of the trustyyrwhich has made an election to be treated asSapérson

Distributions

If we make distributions on our common stock, thpagments will constitute dividends for U.S. taxgmses to the extent paid from our current or
accumulated earnings and profits, as determinedrudds. federal income tax principles. To the ekthose distributions exceed both our current and o
accumulated earnings and profits, they will congtita return of capital and will first reduce ydasis in our common stock, but not below zero, thed will be
treated as gain from the sale of stock.

Any dividend paid to you generally will be subjéctU.S. withholding tax either at a rate of 30%twd gross amount of the dividend or such lower astenay
be specified by an applicable income tax treatyrtfer to receive a reduced treaty rate, you mustige us with an IRS Form W-8BEN or other apprag@iversion
of IRS Form W-8 certifying qualification for thedeced rate.

Dividends received by you that are effectively cected with your conduct of a U.S. trade or busirmesgaxed at the same graduated rates applicablest
persons, net of certain deductions and creditgestito an applicable income tax treaty providinigeowise. In addition, if you are a corporate noisLholder,
dividends you receive that are effectively connéetéth your conduct of a U.S. trade or business alag be subject to a branch profits tax at aoh89% or such
lower rate as may be specified by an applicablermetax treaty. Payment of effectively connecteddeinds that are included in the gross incomemdraU.S.
holder generally are exempt from withholding taxofder to obtain this exemption, you must providevith an IRS Form W-8ECI or other applicable IR8m W-
8 properly certifying such exemption.

If you are eligible for a reduced rate of withhalgitax pursuant to a tax treaty, you may be abtébtain a refund of any excess amounts currentiligheid if
you timely file an appropriate claim for refund Wwihe Internal Revenue Service, or the IRS.

Gain on Disposition of Common Stock
You generally will not be required to pay U.S. fedléncome tax on any gain realized upon the safgtteer disposition of our common stock unless:

. the gain is effectively connected with your condeica U.S. trade or business (and, if an incomereaty applies, the gain is attributable to a @aTen!
establishment maintained by you in the U.S.), inclwitase you will be required to pay tax on thegah derived from the sale (net of certain
deductions or credits) under regular graduated fécral income tax rates, and for a non-U.S. hdldgt is a corporation, such n@hS. holder may b
subject to a branch profits tax at a 30% rate ohdower rate as may be specified by an applicedzieme tax treaty

. you are an individual who is present in the U.8.d@eriod or periods aggregating 183 days or rdarang the calendar year in which the sale or
disposition occurs and certain other conditionsnaeg in which case you will be required to payaa 30% tax on the gain derived from the sale, Whic
tax may be offset by U.S. source capital lossesr(eliough you are not considered a resident of/tBe) subject to applicable income tax or other
treaties providing otherwise;

. our common stock constitutes a U.S. real propeairést by reason of our status as a “United Statdgroperty holding corporation” for U.S. federa
income tax purposes, or a USRPHC, at any time withe shorter of the fi-year period preceding the disposition or your haidperiod for ou
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common stock. We believe that we are not curreantly will not become a USRPHC. However, becausdé¢termination of whether we are a USRF
depends on the fair market value of our U.S. reaperty relative to the fair market value of ouhert business assets, there can be no assuraneesthat
will not become a USRPHC in the future. Even ifbeome a USRPHC, however, as long as our commok stoegularly traded on an established
securities market, such common stock will be tréatea U.S. real property interest only if you attyuor constructively hold more than five percent
such regularly traded common stock at any timendyiine five year (or shorter) period that is désedliabove

Federal Estate Tax

Our common stock held (or treated as held) by dividual non-U.S. holder at the time of death Ww#l included in such holder’s gross estate for t&&eral
estate tax purposes, unless an applicable estateetdy provides otherwise, and therefore mayutgest to U.S. federal estate tax.

Current U.S. federal tax law provides for reducsiamU.S. federal estate tax through 2009 and liheration of such estate tax entirely in 2010. E@nthis
law, such estate tax would be fully reinstatednasffect prior to the reductions, in 2011, unléssher legislation is enacted.

Backup Withholding and Information Reporting

Generally, we must report annually to the IRS tm@ant of dividends paid to you, your name and askjrand the amount of tax withheld, if any. A samil
report will be sent to you. Pursuant to applicabmme tax treaties or other agreements, the IRBmeke these reports available to tax authoritiggur country
of residence.

Payments of dividends or of proceeds on the disipasbf common stock made to you may be subjeatiditional information reporting and backup
withholding at a current rate of 28% unless yoalglisth an exemption, for example by properly cgiriifj your non-U.S. status on a Form W-8BEN or aapth
appropriate version of IRS Form W-8. Notwithstamgihe foregoing, backup withholding and informatreporting may apply if either we or our paying aigleas
actual knowledge, or reason to know, that you ddeSa person.

Backup withholding is not an additional tax; rathtte U.S. income tax liability of persons subjecbackup withholding will be reduced by the amoaintax
withheld. If withholding results in an overpaymeaiftaxes, a refund or credit may generally be aletdifrom the IRS, provided that the required infation is
furnished to the IRS in a timely manner.

Recent Legislative Developments

Recently enacted federal legislation, generallyliapple to payments made after December 31, 20d@oses a 30% U.S. withholding tax on dividends wn o
common stock and the gross proceeds of a disposifiour common stock paid to (a) a “foreign finehénstitution” (as specifically defined in thigw legislation)
unless such institution enters into an agreemetht the United States Treasury to collect and dgiaformation regarding United States accountédrsldf such
institution (including certain account holders the¢ foreign entities with United States owners) @) a non-financial foreign entity unless suchitgmprovides the
payor with a certification identifying the direatéindirect United States owners of the entity. eincertain circumstances, a non-U.S. holder ofcoanmon stock
may be eligible for refunds or credits of such taxXéou are encouraged to consult with your ownat@isor regarding the possible implications of thgslation on
your investment in our common stock.

The preceding discussion of U.S. federal tax congchtions is for general information only. It is nottax advice. Each prospective investor should
consult its own tax advisor regarding the particula U.S. federal, state and local and non-U.S. tax nsequences of purchasing, holding and disposing ofir
common stock, including the consequences of any grosed change in applicable laws.
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UNDERWRITERS

Under the terms and subject to the conditions ¢oatkin an underwriting agreement dated the dathisfprospectus, the underwriters named below, for
whom Morgan Stanley & Co. Incorporated, DeutschekBa@curities Inc. and Jefferies & Company, Inc.a#ng as representatives, have severally ageeed t
purchase, and we have agreed to sell to them,aByehe number of shares of common stock inditditelow:

Number of
Name Shares
Morgan Stanley & Co. Incorporatt 2,584,001
Deutsche Bank Securities Ir 2,312,001
Jefferies & Company, Inc 816,00(
Stifel, Nicolaus & Company, Incorporat 612,00(
Needham & Company, LL! 476,00(
Total 6,800,001

The underwriters are offering the shares of ourroom stock subject to their acceptance of the sHewasus and subject to prior sale. The underwgitin
agreement provides that the obligations of the re@wmderwriters to pay for and accept deliveryhaf shares of common stock offered by this prosseate subject
to the approval of certain legal matters by theiurtsel and to certain other conditions. The undésrerare obligated to take and pay for all ofshares of common
stock offered by this prospectus if any such sharesaken. However, the underwriters are not reduto take or pay for the shares covered by tldemnwvriters’
over-allotment option described below.

The underwriters initially propose to offer parttbé shares of common stock directly to the pudilithe public offering price listed on the covegeaf this
prospectus and part to certain dealers at a graterépresents a concession not in excess of $@.584re under the public offering price. After ithidal offering of
the shares of common stock, the offering price@theér selling terms may from time to time be vatigdhe representatives.

We have granted to the underwriters an option,asalle for 30 days from the date of this prospgdin purchase up to an aggregate of 1,020,000 cwlali
shares of common stock at the public offering pligted on the cover page of this prospectus, deserwriting discounts and commissions. The undésvermay
exercise this option solely for the purpose of comgeover-allotments, if any, made in connectiothwhe offering of the shares of common stock effieloy this
prospectus. To the extent that the option is egetgieach underwriter will become obligated, sulifecertain conditions, to purchase about the saeneentage of
the additional shares of common stock as the nuligted next to the underwriter's name in the pddeg table bears to the total number of share®ofroon stock
listed next to the names of all underwriters in pheceding table. If the underwriters’ option igmised in full, the total price to the public wddde $93.8 million,
the total underwriters’ discounts and commissioosilél be $6.6 million, and total proceeds to us widug $87.3 million.

The estimated offering expenses payable by usiditian to the underwriting discounts and commissicare approximately $2.0 million, which includes
legal, accounting and printing costs and variotigofees associated with registering and listingaoummon stock. The underwriters have agreed tolreise us for
certain of these expenses.

The underwriters have informed us that they damtend sales to discretionary accounts to excesddercent of the total number of shares of comsatook
offered by them.

Our common stock has been approved for listing loe New York Stock Exchange under the trading syrtisl.”
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We and all of our directors and executive officansl substantially all of our stockholders of hageead that, without the prior written consent ofriyemn
Stanley & Co. Incorporated and Deutsche Bank Sgesiinc. on behalf of the underwriters, we and/twél not, during the period ending 180 days afte date of
this prospectus:

offer, pledge, sell, contract to sell, sell anyioptor contract to purchase, purchase any optiaootract to sell, grant any option, right or watri
purchase, lend or otherwise transfer or dispos#rettly or indirectly, any shares of common stbekeficially owned or any other securities so owned
convertible into or exercisable or exchangeablefonmon stock

in the case of us, file any registration statenvétit the SEC relating to the offering of any shasésommon stock or any securities convertible imto
exercisable or exchangeable for common stoc

enter into any swap or other arrangement thatfeaso another, in whole or in part, any of thereamic consequences of ownership of the com
stock,

whether any such transaction described abovelis s®ttled by delivery of common stock or such iogleeurities, in cash or otherwise. The restrictidascribed in
this paragraph do not apply to:

the sale of shares of common stock to the undeawsrit

the issuance by us of shares of common stock upoaxercise of an option or a warrant or the caiwarof a security outstanding on the date of this
prospectus of which the underwriters have beensadvin writing;

the filing by us of a registration statement onrir@-8 in respect of any shares issued under ayrdre of any award pursuant to our 2000 Stock @ptio
Plan/Stock Issuance Plan and 2010 Stock Incentaus

our sale or issuance of or entry into an agreerneesell or issue shares of common stock in conaeatiith our acquisition of one or more businesses,
products or technologies, in an aggregate numbshafes not to exceed 10% of the total numberafeshof common stock issued and outstanding
immediately following the completion of this offeg, provided that each recipient of these shareswimon stock shall sign and deliver a copy of the
lock-up agreemen

transactions by a director, officer or stockholdsating to shares of common stock or other seesrécquired in open market transactions afte
completion of this offering, provided that no fifjrunder Section 16(a) of the Exchange Act shateleired or shall be voluntarily made in connection
with subsequent sales of common stock or other#esuacquired in such open market transacti

in the case of a director, officer or stockholdeansfers of shares of common stock or any seeardonvertible into or exercisable or exchangefainle
common stock (i) by will or intestate successiotth® immediate family of the director, officer dher stockholder or to a trust formed for the bérodt
an immediate family member or (ii) by bona fidetg

in the case of a stockholder which is a corporati@antnership or other business entity, transféshares of common stock or any securities corterti
into or exercisable or exchangeable for commonksto@n affiliate, subsidiary, limited partner, geal partner, member or stockholder, as applicable,
of the director, officer or other stockhold

the transfer of common stock to us by a directfiicer or stockholder upon the exercise of optitmpurchase shares of common stock, including
standalone options or options issued pursuantt@@@0 Stock Option Plan/Stock Issuance Plan ad® 3ock Incentive Plan, to cover tax
withholding obligations in connection with such treg or exercise, provided that no filing under 8@t 16(a) of the Exchange Act reporting a
disposition of shares of common stock shall be irequwr shall be made voluntarily in connectionhitite exercise; ¢
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. the establishment by a director, officer or stodéboof a trading plan pursuant to Rule 10b5-1 unke Exchange Act for the transfer of shares of
common stock, provided that such plan does notigeofor the transfer of common stock during therieted period and no public announcement or
filing under the Exchange Act regarding the esgdinlient of such plan shall be required of or voliiytanade by or on behalf of the directors, offiser
or other stockholders or us during the -day restricted perioc

providedthat in the case of any transfer or distributionspant to the fifth and sixth bullets above, itlsha a condition of the transfer or distributidrat there shall
be no disposition for value, each transferee, donekstributee shall sign and deliver a copy @ lick-up agreement and no filing under Sectiora)L6{ the
Exchange Act reporting a reduction in beneficiahevship of shares of common stock shall be requreshall be made voluntarily during the 180-dastnieted
period.

Without the prior written consent of Morgan Stan&yo. Incorporated and Deutsche Bank Securities, lon behalf of the underwriters, no party to the
agreement will be able, during the period endin@ d&ys after the date of this prospectus, to makedamand for, or exercise any right with respecttie
registration of any shares of common stock or @tyisty convertible into or exercisable or exchaige for common stock.

The lock-up agreements described above do noticopitavisions to extend the 180-day restrictedqeéif we announce material developments, including
earnings information. Accordingly, under applicahiées of the Financial Industry Regulatory Autlyrresearch analysts from firms participatinghis toffering
will not be able to provide or update their resbaeports for the period beginning 15 calendar defere and ending 15 calendar days after the &tkpir of the
180-day restricted period.

In order to facilitate the offering of the commdnck, the underwriters may engage in transactibasdtabilize, maintain or otherwise affect theg@mf the
common stock. Specifically, the underwriters maysere shares than they are obligated to purchaser the underwriting agreement, creating a ghasition. A
short sale is covered if the short position is reager than the number of shares available foriase by the underwriters under the over-allotmetibn. The
underwriters can close out a covered short sakxbycising the over-allotment option or purchasihgres in the open market. In determining the soofshares to
close out a covered short sale, the underwriteliamsider, among other things, the open markieepsf shares compared to the price available utideover-
allotment option. The underwriters may also sedlrsk in excess of the over-allotment option, cngadi naked short position. The underwriters musecbut any
naked short position by purchasing shares in ties oparket. A naked short position is more likelyo&ocreated if the underwriters are concernedttiese may be
downward pressure on the price of the common stothe open market after pricing that could advigraéfect investors who purchase in the offering. a
additional means of facilitating the offering, thiederwriters may bid for, and purchase, shareswincon stock in the open market to stabilize theegaf the
common stock. The underwriting syndicate also neayaim selling concessions allowed to an underwatea dealer for distributing the common stockhie
offering, if the syndicate repurchases previoustyributed common stock to cover syndicate shositfums or to stabilize the price of the commorcktarhese
activities may raise or maintain the market pritéhe common stock above independent market lewgisevent or retard a decline in the market poicthe
common stock. The underwriters are not requireshigage in these activities, and may end any oéthesvities at any time.

We have agreed to indemnify the underwriters agaidain liabilities, including liabilities undéne Securities Act, and to contribute to paymelis the
underwriters may be required to make for thesalifiegs.

The underwriters may in the future provide invesitrtganking services to us for which they would reeeustomary compensation.
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Pricing of the Offering

Prior to this offering, there has been no publickatfor the shares of common stock. The initidblpuoffering price was determined by negotiatitwetween
us and the representatives of the underwriters. fgntbe factors considered in determining the ihfiigblic offering price were our future prospectsidhe future
prospects of our industry in general, our salesjiegs and certain other financial operating infation in recent periods, and the price-earningssaprice-sales
ratios, market prices of securities and certaiarfoial and operating information of companies erdag activities similar to ours.

Selling Restrictions
European Economic Are:

In relation to each Member State of the EuropeamBmic Area which has implemented the Prospectuscbve, each underwriter has represented and
agreed that with effect from and including the daenhich the Prospectus Directive is implementethat Member State it has not made and will ndteren offer
of shares to the public in that Member State, extieg it may, with effect from and including sudate, make an offer of shares to the public in tember State:

€) at any time to legal entities which are authorigedegulated to operate in the financial marketsfarot so authorized or regulated, whose
corporate purpose is solely to invest in securi

(b) at any time to any legal entity which has two orenof (1) an average of at least 250 employeesduhe last financial year; (2) a total bala
sheet of more tha€43,000,000 and (3) an annual net turnover of muwea€50,000,000, as shown in its last annual or conatgiti accounts;

(c) at any time in any other circumstances which doreqtiire the publication by us of a prospectusyamsto Article 3 of the Prospectus
Directive.

For the purposes of the above, the expression féer ‘@f shares to the public” in relation to anyasts in any Member State means the communicatianyn
form and by any means of sufficient informationtba terms of the offer and the shares to be offeceds to enable an investor to decide to puratvasebscribe th
shares, as the same may be varied in that Membter IStaany measure implementing the Prospectus Diesin that Member State and the expression Poigpe
Directive means Directive 2003/71/EC and includeg r@levant implementing measure in that MembeteSta

United Kingdom

This prospectus and any other material in relatiothhe shares described herein is only being tisted to, and is only directed at, persons in thidd
Kingdom that are qualified investors within the mieg of Article 2(1)(e) of the Prospective Diredi{‘qualified investors”) that also (i) have prasemal
experience in matters relating to investmentsriglivithin Article 19(5) of the Financial ServicesdaMarkets Act 2000 (Financial Promotion) Order 208s
amended, or the Order, (ii) who fall within Articd®(2)(a) to (d) of the Order or (iii) to whom itay otherwise lawfully be communicated (all suchspeis together
being referred to as “relevant persons”). The share only available to, and any invitation, offelagreement to purchase or otherwise acquire shuates will be
engaged in only with, relevant persons. This progpeand its contents are confidential and shoatda distributed, published or reproduced (in vehmi in part) or
disclosed by recipients to any other person inithiged Kingdom. Any person in the United Kingdonatlis not a relevant person should not act oreelyhis
prospectus or any of its contents.

127



Table of Contents

LEGAL MATTERS

The validity of the common stock offered by thisgpectus will be passed upon for us by Pillsburmtiifop Shaw Pittman LLP, Palo Alto, California. Dsav
Polk & Wardwell LLP, Menlo Park, California is reggenting the underwriters.

EXPERTS

The financial statements of Inphi Corporation aDetember 31, 2008 and 2009 and for each of tlee thears in the period ended December 31, 2009
included in this prospectus have been so includedliance on the report of PricewaterhouseCoolpes an independent registered public accounting,fgiven
on the authority of said firm as experts in audjtand accounting.

The financial statements of Winyatek Technology. Bcof December 31, 2009 and for the year theecimtluded in this prospectus have been so indlude
in reliance on the report of PricewaterhouseCogqpeasvan, an independent registered public accogritim, given on the authority of said firm as exigs in
auditing and accounting.

WHERE YOU CAN FIND ADDITIONAL INFORMATION

We have filed with the SEC a registration statenuertter the Securities Act of 1933 with respech®¢ommon stock offered by this prospectus. This
prospectus does not contain all of the informasienforth in the registration statement and theletehand schedules to the registration stateni®etise refer to the
registration statement, exhibits and schedule&uftner information with respect to the common &toffered by this prospectus. Statements contaiméis
prospectus regarding the contents of any contraath@r document are only summaries. With resgeany contract or document filed as an exhibihi® t
registration statement, you should refer to thel@xfor a copy of the contract or document, andrestatement in this prospectus regarding thatraonor documer
is qualified by reference to the exhibit. A copytioé registration statement and its exhibits ameédales may be inspected without charge at theriestand
Exchange Commission’s public reference room, latatel00 F Street, NE, Washington, D.C. 20549.d@leall the SEC at 1-800-SEC-0330 for further imfation
on the public reference room. Our SEC filings dse available to the public from the SEC’s websithttp://www.sec.gov.

Upon completion of this offering, we will be subjéc the information reporting requirements of Securities Exchange Act of 1934, and we intendlé¢o f
reports, proxy statements and other informatiomwie SEC. These periodic reports, proxy statensrdsother information will be available for insgien and
copying at the SEC'’s public reference room andahbsite of the SEC referred to above.
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Report of Independent Registered Public Accountingrirm

To the board of directors and stockholders of Irpbiporation:

In our opinion, the accompanying balance sheetslandelated statements of operations, of conderpiteferred stock and stockholders’ equity (défiand of cash
flows present fairly, in all material respects, fmancial position of Inphi Corporation at DecemB&, 2009 and 2008, and the results of its opmmatand its cash
flows for each of the three years in the periodeghBecember 31, 2009 in conformity with accounfinigciples generally accepted in the United StafeSmerica.
These financial statements are the responsibifitheo Company’s management. Our responsibilitp iexpress an opinion on these financial statentsagsd on our
audits. We conducted our audits of these statemeiaiscordance with the standards of the Public @amg Accounting Oversight Board (United States)Seh
standards require that we plan and perform thet émdibtain reasonable assurance about whethédintngcial statements are free of material misstatgmAn audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatements, assessing the accounting principlesarsd
significant estimates made by management, and &waduthe overall financial statement presentatie. believe that our audits provide a reasonaldéestiar our
opinion.

/sl PricewaterhouseCoopers LLP

Los Angeles, California
June 16, 2010, except for the reverse stock spditibed in
Note 1 as to which the date is November 3, 2
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Inphi Corporation
Consolidated Balance Sheets

(in thousands, except share and per share amounts)

Assets
Current asset:
Cash and cash equivalel
Accounts receivable, n
Accounts receivable from related pa
Inventories
Deferred tax asse
Prepaid expenses and other current a:
Total current asse
Property and equipment, r
Goodwill
Identifiable intangible asse
Deferred tax asse
Other assets, n
Total asset

Liabilities, Convertible Preferred Stock and Stocklolders’ Equity (Deficit)
Current liabilities:
Accounts payabl
Income tax payabl
Deferred revenu
Accrued employee expens
Other accrued expens
Other current liabilitie:
Total current liabilities
Other liabilities
Total liabilities
Commitments and contingencies (Note

Convertible Preferred Stoc

Series A Convertible Preferred Stock, $0.001 pare;éb28,858 shares authorized; 518,555 sharesdssud outstanding a
December 31, 2008 and 2009 and September 30, B8a0dited); liquidation preference of $12,100 até&meber 31,
2009 and September 30, 2010 (unaudi

Series B Redeemable Convertible Preferred StocR0$Qar value; 2,926,670 shares authorized; 2/885%hares issued
and outstanding at December 31, 2008 and 2009 epig@ber 30, 2010 (unaudited); liquidation prefeeeof $24,985
at December 31, 2009 and September 30, 2010 (ued)

Series C Redeemable Convertible Preferred StocRp$(ar value; 6,503,902 shares authorized; 8823%hares issued
and outstanding at December 31, 2008 and 2009 epigiBber 30, 2010 (unaudited); liquidation prefeecof $18,690
at December 31, 2009 and September 30, 2010 (ued)

Series D Redeemable Convertible Preferred StocR0d(ar value; 3,512,880 shares authorized; 3788%hares issued
and outstanding at December 31, 2008 and 2009 epii@ber 30, 2010 (unaudited); liquidation prefeeeof $11,989
at December 31, 2009 and September 30, 2010 (ued)

Series E Redeemable Convertible Preferred StocRp$(ar value; 1,357,715 shares authorized; 17843%hares issued &
outstanding at December 31, 2008 and 2009 and #&%58hares issued and outstanding at Septemb2030,
(unaudited); liquidation preference of $10,000 &&8,006 at December 31, 2009 and September 30, B&fiectively
(unaudited

Total convertible preferred stor

Stockholder’ equity (deficit):

Common stock, $0.001 par value; 60,000,000 shaitb®dzed; 1,577,975, 2,033,542 and 2,453,437 ésanel outstanding
at December 31, 2008 and 2009 and September 30,(B8audited), respectively and 17,248,849 shanestanding pro
forma (unaudited

Additional paic-in capital

Accumulated defici

Accumulated other comprehensive inco

Total stockholder equity (deficit)

Total liabilities, convertible preferred stock astdckholder’ equity (deficit)

The accompanying notes are an integral part oktheasolidated financial statements.

F-3

Pro Forma
December 31 Stockholders
Equity
September 3C September 3C
2008 2009 2010 2010
(Unaudited) (Unaudited)
$ 9,05Z $ 19,06: $ 25,58:
2,93t 4,57( 7,49¢
45¢ 3,411 3,722
4,08t 3,942 5,27¢
— — 2,201
152 374 1,16¢
16,68: 31,35¢ 45,44,
3,557 3,11« 6,51¢€
— — 5,41%
— — 1,59:
_ — 12,98¢
134 — 1,807
$ 20,37¢ $ 34,47: $ 73,76:
$ 2,81« $ 4,43¢ $ 8,60¢
— 444 68¢
1,77¢ 3,38¢ 4,63¢
1,051 1,274 2,458
301 1,24¢ 1,56¢
17 51€ 41C
5,961 11,30: 18,36
597 28t 2,31¢
6,55¢ 11,58¢ 20,68
12,01¢ 12,01¢ 12,01¢ $ =
24,98t 24,98t 24,98t —
18,69( 18,69( 18,69( —
11,98¢ 11,98¢ 11,98¢ —
9,93¢ 9,93¢ 14,47: —
77,61¢ 77,61¢ 82,15¢ —
2 2 2 17
4,301 6,041 8,347 90,52(
(68,109 (60,779 (37,619 (37,619
— — 197 197
(63,807 (54,737) (29,079 $ 53,11¢
$ 20,37¢ $34,47: $ 73,76:
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Consolidated Statements of Operation

Inphi Corporation

(in thousands, except share and per share amounts)

Revenue
Revenue from related par
Total revenue
Cost of revenu
Gross profi
Operating expens:
Research and developme
Sales and marketir
General and administratiy
Total operating expen:
Income (loss) from operatiol
Other income (expens
Income (loss) before income tax
Provision (benefit) for income tax
Net income (loss

Net income (loss) allocable to common stockhol

Net income (loss) per shal
Basic

Diluted

Weighted-average shares used in computing net iadtoss) per
share:
Basic
Diluted
Pro forma net income per share (unaudit
Basic

Diluted
Weighted-average shares used in computing pro foehancome
per share (unauditec
Basic
Diluted

The accompanying notes are an integral part oktheasolidated financial statements.

Year Ended December 31

Nine Months Ended September 3C

2009
2007 2008 2009 2010
(Unaudited) (Unaudited)

$ 31,68 $ 32,727 $ 37,61 $ 26,217 41,65¢
4,55¢ 10,227 21,23¢ 15,47¢ 20,38¢
36,23 42,95¢ 58,85 41,69: 62,041
16,02¢ 19,24¢ 21,26¢ 14,72¢ 22,08¢
20,20¢ 23,70¢ 37,58 26,96¢ 39,96!
17,33 17,50: 17,84% 13,74¢ 16,91
5,157 6,33¢ 7,70¢ 5,43¢ 6,471
2,96¢ 3,16¢ 3,94 2,651 6,80
25,45¢ 27,00¢ 29,49¢ 21,83t 30,18¢
(5,246 (3,309 8,08t 5,12¢ 9,77¢
(95) (124) 73 2 63
(5,349 (3,429 8,15¢ 5,131 9,83¢
— — 82¢ 525 (13,31))
$ (5,340 $ (3429 7,32¢ $  4,60¢ $  23,15¢
$ (5,341 $ (3,429 13C $ — $ 2,51¢
$ (6.57) $  (2.66 0.0¢ $ — $ 1.1F
$ (6.57) $  (2.66 0.0% $ — $ 0.4€
813,29( 1,289,43: 1,668,871 1,623,98! 2,183,26°
813,29( 1,289,43: 2,785,27 3,016,65! 5,634,60:
0.4f $ 1.37
0.4z $ 1.14
16,150,57 16,771,83
17,266,97 20,223,17

F-4
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Series A
Convertible
Preferred
Stock

Series B
Redeemable
Convertible

Preferred
Stock

Series C
Redeemable
Convertible

Preferred

Stock

Inphi Corporation
Consolidated Statements of Convertible Preferred $tk and Stockholder’ Equity (Deficit)

Series D
Redeemable
Convertible

Preferred

Stock

Series E
Redeemable
Convertible

Preferred
Stock

Shares Amount

Shares  Amount

Shares  Amount

Shares  Amount

Shares  Amount

(in thousands, except share amounts)

Total

Preferred

Stock

Common Stock

Shares  Amount

Additional

Paid-in
Capital

Accumulated
Other
Comprehensive

Accumu-

lated

Deficit Income

Total
Stock-
holders’

Equity
(Deficit)

Balance at
December 2
2006

Exercise of
stock
options

Stock-based
compensati
expense

Net loss

518,55! $12,01¢

2,905,78 $24,98t

6,503,88: $18,69(

3,509,74i $11,98¢

67,68(

485,87! $

500,18: 1

$  1,25¢

5717

$(59,339 $

(5,34])

$(58,07¢)

57¢

827
(5,34)

Balance at
December 2
2007

Exercise of
stock
options

Stock-based
compensatic
expense

Issuance of
preferred
stock, ne’

Net loss

518,65! 12,01¢

2,905,78: 24,98t

6,503,88! 18,69(

3,509,74i  11,98¢

1,043,73

9,93¢

67,68(

9,93¢

986,05¢ 1

591,91¢ 1

2,66:

64:

99t

(64,676

(3.429

(62,01)
644

D98

(3429

Balance at
December 3:
2008

Exercise of
stock
options

Stock-based
compensatia
expense

Net income

518,55! 12,01¢

2,905,78: 24,98t

6,503,88:  18,69(

3,509,741  11,98¢

1,043,73 9,93¢

77,61¢

1,577,97! 2

455,56

4,301

B

1,16¢

(68,102

7,32¢

(63,807)

BIE

1,16¢
7,32¢

Balance at
December 3:
2009

Exercise of
stock
options and
restricted
stock award
grant
(unaudited

Stock-based
compensatia
expense
(unaudited’

Issuance of
preferred
stock
(unaudited

Net income
(unaudited’

Currency
translation
adjustment
(unaudited’

Total
comprehensiv
income
(unaudited’

518,55! 12,01¢

2,905,78: 24,98t

6,503,88  18,69(

3,509,741  11,98¢

1,043,73 9,93¢

313,718 4,53¢

77,61¢

4,53¢

2,033,54. 2

419,89t

6,041

528

1,78%

(60,775

23,15¢

197

(54,73

528

1,78%

23,15¢

197

23,35¢

Balance at
September
30, 2010
(unaudited, 518,55! $12,01¢

2,905,78 $24,98t

6,503,88; $18,69(

3,509,74i $11,98¢

1,357,44 $14,47:

$

82,15¢

245343 $ 2

$ 834

$ (37,619 $ 197

$(29,079)

The accompanying notes are an integral part oktheasolidated financial statements.
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Inphi Corporation

Consolidated Statements of Cash Flow

Cash flows from operating activities
Net income (loss

Adjustments to reconcile net income (loss) to reshcprovided by (used in) operating activit

Depreciation and amortizatic
Stock-based compensatic
Deferred income taxe
Other noncash iterr
Changes in assets and liabilities (net of effecazfuisition):
Accounts receivabl
Inventories
Prepaid expenses and other as
Income tax payabl
Accounts payabl
Accrued expense
Deferred revenu
Other
Net cash provided by (used in) operating activi
Cash flows from investing activities
Purchases of property and equipm
Proceeds from sale of property and equipn
Acquisition, net of cash acquirt
Net cash used in investing activiti
Cash flows from financing activities
Repayment of capital lease obligatic
Proceeds from line of crec
Repayment of line of cred
Proceeds from exercise of stock opti
Net proceeds from issuance of preferred s
Cost paid in connection with initial public offeg
Net cash provided by (used in) financing activi
Effect of currency exchange rate on c
Net increase (decrease) in cash and cash equis.
Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of pe

Supplemental Cash Flow Informati
Interest paic
Income taxes pai

Noncash investing and financing activ

Acquisition of Winyatek Technology Inc. in excharfge Series E preferred shai

(in thousands)

Nine Months Ended

Year Ended December 31 September 30,

2007 2008 2009 2009 2010
(Unaudited) (Unaudited)
$(5,34)  $(3,42¢ $7,32¢ $ 4,606 $ 23,15¢
1,307 1,43(C 1,291 94¢ 1,16¢
827 99t 1,16¢ 79¢ 1,78¢
— — — — (15,279
43 51 27 @) (33
(62€) 1,76€ (4,589 (3,949 (3,059
(1,650 63t 147 83 (832)
18 245 (89) 28 (691)
— — 444 34¢ 1,06¢
(234 (1,189 1,417 a7 622
75 492 1,062 1,41¢ 1,31t
1,40¢ Bl 1,60¢ 1,371 1,25¢
— 3 46 124 887
(4,17%) 1,37 9,84¢ BIGI 11,36:
(1,779 (2,550 (560) (502) (2,199
— 72 4 4 —
— — — — (2,499
1,779 (2,479 (556) (499) (4,699
(45) (45) a7 a7) —
3,65( — — — —
(550) (3,650 — — —
St 644 s 28¢ 44¢
— 9,93¢ — — —
— — — — (61E)
3,638 6,88¢ 71€ 271 (167)
— — — — 20
(2,319 5,78¢ 10,00¢ 5,38¢ 6,521
5,581 3,26¢ 9,052 9,052 19,06!
$3,266 $905: $19,060 $ 14,43¢ $ 2558
$ 13€ $ 63 $ — $ — $ —
— — 381 17¢€ 892
— — — — 4,53¢

The accompanying notes are an integral part oktheasolidated financial statements.
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Inphi Corporation

Notes to Consolidated Financial Statement
(Dollars in thousands except share and per share amnts)

1. Organization and Summary of Significant Accountng Policies

Inphi Corporation (the “Company”), a Delaware cagi®mn, was incorporated in November 2000. The Camyps a fabless provider of high-speed analog
semiconductor solutions for the communications @mputing markets. The Company’s semiconductortoisl are designed to address bandwidth bottleneacks
networks, maximize throughput and minimize lateimcgomputing environments and enable the rollouteft generation communications and computing
infrastructures. In addition, the semiconductousohs provide a vital high-speed interface betwaealog signals and digital information in highfpemance
systems such as telecommunications transport sgstarterprise networking equipment, datacentereaelprise servers, storage platforms, test ancunerent
equipment and military systems.

The Company is subject to certain risks and uniceigs and believes changes in any of the follovangas could have a material adverse effect on the
Company'’s future financial position or results peoations or cash flows: ability to sustain prdfieaoperations due to history of losses and accatedldeficit,
dependence on limited number of customers for atantial portion of revenue, product defects, rigtated to intellectual property matters, lengshles cycle and
competitive selection process, lengthy and expengialification process, ability to develop neweahance products in a timely manner, market devedop of and
demand for the Company’s products, reliance oml tharties to manufacture, assemble and test preduct ability to compete.

Basis of Presentation

The accompanying financial statements through Déeer@l1, 2009 reflect the stand-alone operatiortek@fCompany. During the nine months ended
September 30, 2010, the Company established salis&lin the United Kingdom and Singapore. In addjton June 30, 2010, the Company completed the
acquisition of all of the outstanding shares of Ydirek Technology Inc. (“WTI"). Accordingly, for theine month period ended September 30, 2010, tlaadial
statements reflect the consolidated financial pmsitresults of operations and cash flows of then@any. All significant intercompany balances arhsactions
have been eliminated in consolidation.

Reverse Stock Split

In October 2010, the Company’s Board of Directqpraved a 3-for-7 reverse stock split of the Conyfmissued and outstanding shares of common stock
and preferred stock, which was effected on Nover3b@010. All common stock and preferred stock @iz stock option plan information in this prospsdiave
been adjusted to reflect the split.

Use of Estimates

The preparation of consolidated financial states@ntonformity with accounting principles geneyalccepted in the United States of America requires
management to make estimates and assumptiondfizttthe reported amounts of assets and liaksliéied disclosure of contingent assets and lisdsliit the date
the financial statements and the reported amountsvenue and expenses during the reporting pefiotlial results could differ from those estimates.

On an ongoing basis, management evaluates itsassirincluding those related to (i) the colleditybf accounts receivable; (ii) write down for@ess and
obsolete inventories; (iii) warranty obligationss)(the value assigned to and estimated usefuslofdong-lived assets; (v) the realization of &ssets and estimates
of tax liabilities and tax reserves; (vi) the valoa of equity securities; (vii) amounts recordactbnnection with
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Inphi Corporation

Notes to Consolidated Financial Statemen—(Continued)
(Dollars in thousands except share and per share amnts)

acquisitions; (viii) recoverability of intangiblessets and goodwill and (ix) the recognition andldsure of contingent liabilities. These estimaesbased on
historical data and experience, as well as varahisr factors that management believes to be raag®under the circumstances, the results of winich the basis
for making judgments about the carrying value aeés and liabilities that are not readily appafeorh other sources. The Company may engage thitgf pa
valuation specialists to assist with estimategeel#o the valuation of financial instruments asdeds associated with various contractual arrangesmiie
underlying value of preferred and common equity ealdation of assets acquired in connection wittuasitions. Such estimates often require the selecif
appropriate valuation methodologies and models sagmificant judgment in evaluating ranges of asstioms and financial inputs. Actual results mayetifrom
those estimates under different assumptions ouristances.

Foreign Currency Translation

The functional currency of WTI is the New Taiwanl2o Assets and liabilities of WTI are translaiatb US dollars at period-end exchange rates. Irgom
expense, and cash flow items are translated aageesxchange rates prevailing during the perioé.résulting currency translation adjustment is réed as a
component of accumulated other comprehensive inaeitién stockholders’ equity.

Business Combinations

The Company accounts for acquisitions of businessiesy the purchase method of accounting wheredkeis allocated to the underlying net tangiblé an
intangible assets acquired, based on their respgeesitimated fair values. The excess of the puechese over the estimated fair values of the sse® acquired is
recorded as goodwill. Determining the fair valueceftain acquired assets and liabilities is subjedh nature and often involves the use of sigaifit estimates and
assumptions, including, but not limited to, theeséibn of appropriate valuation methodology, prtgdaevenues, expenses and cash flows, weightedge/eost of
capital, discount rates, evaluation of in-procesearch and development (“IPR&D”), estimates of@uer turnover rates and estimates of terminaleslu
Acquisitions are included in the Company’s consatkdl financial statements as of the date of adérisi

Cash and Cash Equivalents

The Company considers all highly liquid investmenith an original or remaining maturity of three ntlos or less at the date of purchase to be
equivalents. The Company maintains its cash anld @gsivalents with major financial institutions amad times, such balances with any one financgtltution may
exceed Federal Deposit Insurance Corporation inseramits. Cash equivalents primarily consist afmay market funds.
Fair Market Value of Financial Instruments

The carrying amount reflected in the balance sfieaetash and cash equivalents, accounts receivaldpaid and other current assets, accounts pa
accrued expenses and other current liabilitiesta@mate fair value due to the short-term naturéhete financial instruments.
Inventories

Inventories include materials, labor and overheatlare stated at the lower of cost or market. @osdbmputed using standard cost, which approximeates!
cost, on a first-in, first-out basis. Inventorigs a
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Notes to Consolidated Financial Statemen—(Continued)
(Dollars in thousands except share and per share amnts)

reduced for write downs based on periodic reviewsfidence of slow-moving or obsolete parts. Thigeadown is based on comparison between inventory ad
and estimated future sales for each specific prodece written down, inventory write downs are retersed until the inventory is sold or scrappedentory write
downs are also established when conditions inditetethe net realizable value is less than costtdyphysical deterioration, obsolescence, chaimgesce level or
other causes.

Property and Equipment

Property and equipment are stated at cost lessradated depreciation and amortization. Depreciadiod amortization is provided on property and eonapt
over the estimated useful lives on a straightiasis. Leasehold improvements are amortized oraglst-line basis over the shorter of their estedatseful lives or
lease terms. Repairs and maintenance are chargegénmse as incurred. Useful lives by asset cayegyeras follows:

Asset Category Years

Office equipmen 3 years
Software 3 years
Leasehold improvemen Shorter of lease term or estimated useful
Production equipmer 2 years
Computer equipmer 5 years

Lab equipmen 5 years
Furniture and fixture 7 years

Equipment Under Capital Leases

The Company leases certain of its equipment unalgital lease agreements. The assets and liabllitider capital leases are initially recorded atftfirevalue
of the assets under lease. There were no matapéhtlease obligations outstanding at DecembeB@8 or 2009 or September 30, 2010 (unaudited).

Intangible Assets

Intangible assets represent rights acquired foeld@ed technology, customer relationships and IPR&Bonnection with the acquisition of WTI. Intabig
assets with finite useful lives are amortized gqweniods ranging from four to five years using amoetthat reflects the pattern in which the econdoeicefits of the
intangible asset are consumed, if that patternatama reliably determined, using a straight-lineoaimation method. Acquired IPR&D is capitalizeddan
amortization commenced upon completion of the Uity projects. If any of the projects are abandhriee Company would be required to impair theteela
IPR&D asset.

Impairment of Long-lived Assets and Goodwill

Long-lived Assets

The Company assesses the impairment of long-ligsdts, which consist primarily of property and pquént and intangible assets, whenever events or
changes in circumstances indicate that such assgks be impaired and the carrying value may notde®verable. Events or changes in circumstanasrthy
indicate that an asset is impaired include sigaiftadecreases in the market value of an asseffisagn underperformance relative to expected hiséb or projected
future results of operations, a change in the éxdemanner in which an asset is utilized, sigmificdeclines in the estimated fair value of theral€ompany for a
sustained period, shifts in technology, loss of ksnagement or personnel, changes in the Compapgisting model or strategy and competitive forces.
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Notes to Consolidated Financial Statemen—(Continued)
(Dollars in thousands except share and per share amnts)

If events or changes in circumstances indicatettietarrying amount of an asset may not be reaterand the expected undiscounted future castsflow
attributable to the asset are less than the cayigimount of the asset, an impairment loss equalet@xcess of the asset’s carrying value ovenits/ilue is
recorded. Fair value is determined based on theeptevalue of estimated expected future cash flesirsg a discount rate commensurate with the rigklired,
quoted market prices or appraised values, deperufirige nature of the assets.

Goodwill

Goodwill represents the excess of the cost of guieed entity over the fair value of the acquired assets. The Company tests goodwill for impaitmen
annually during the fourth quarter of its fiscahy®r when events or circumstances change thatdwndicate that goodwill might be permanently impdi Events
or circumstances which could trigger an impairnrentew include, but are not limited to a signifitacverse change in legal factors or in the busicbmate, an
adverse action or assessment by a regulator, eiaigd competition, a loss of key personnel, $icgmt changes in the manner of the Company’s @isieeo
acquired assets or the strategy for the Compamwgsatl business, significant negative industry asreomic trends or significant underperformancetiedao
expected historical or projected future resultspdrations.

The testing for a potential impairment of goodwilolves a two-step process. The first step inveleemparing the estimated fair values of the Comisan
reporting units with their respective book valuesjuding goodwill. If the estimated fair value @ezls book value, goodwill is considered not tonbgaired and no
additional steps are necessary. If, however, thevédue of the reporting unit is less than bookueathen the carrying amount of the goodwill isngared with its
implied fair value. The estimate of implied failwa of goodwill may require valuations of certamernally generated and unrecognized intangibletassich as the
Company'’s technology, customer relationships, gatand trademarks. If the carrying amount of godidexiceeds the implied fair value of that goodwalh
impairment loss is recognized in an amount equ#iécexcess.

Internal Use Software Costs

Certain external and internal computer softwarescasquired for internal use are capitalized. Tingrcosts and maintenance are expensed as incwindd,
upgrades and enhancements are capitalized ipibisable that such expenditures will result in &iddal functionality. Capitalized costs are inclddeithin property
and equipment.

Revenue Recognition

The Company’s products are fully functional at tinee of shipment and do not require additional picitbn, modification, or customization. The Company
recognizes revenue when there is persuasive ewadsren arrangement, delivery has occurred, thésféeed or determinable, and collection is reagay assured.
The Company’s sales arrangements do not includapteuélements.

Product revenue is recognized upon shipment ofymioi customers, net of accruals for estimateelssaturns and allowances, which to date, havéeen
significant. However, some of the Company'’s satesnaade through distributors under arrangementsatteav for price protection or rights of return product
unsold by the distributors. Product revenue onssalade through distributors with rights of returrpdce protection is deferred until the distribistsell the product
to end customers. Sales to distributors are indudeleferred revenue and the Company includesetlaged costs in inventory until sale to the enstamers occurs.
Price protection rights allow distributors the tigh a credit in the event of declines in the pot¢he Company’s product that they hold priortie sale to an end
customer. In the event that the Company reducesetiag
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Notes to Consolidated Financial Statemen—(Continued)
(Dollars in thousands except share and per share amnts)

price of products held by distributors, deferrederaue related to distributors with price protectimhts is reduced upon notification to the custowfehe price
change. There were no material product returnsioe jgleclines in 2007, 2008 and 2009. The Compasslas to direct customers are made primarily @ursto
standard purchase orders for delivery of produdie. Company generally allows customers to cancehange purchase orders within limited notice piiprior to
the scheduled shipment.

Cost of Revenue

Cost of revenue includes cost of materials, suchiders processed by third-party foundries, cospeiated with packaging and assembly, test angstup
cost of personnel, including stock-based compemsasind equipment associated with manufacturingatplogistics and quality assurance, warrantyt,cegte
down of inventories, amortization of production assts, overhead and an allocated portion of ceecy costs.

Warranty

The Company'’s products are under warranty agaefgtcts in material and workmanship generally fpegod of one year. The Company accrues for
estimated warranty cost at the time of sale baseahticipated warranty claims and actual histonicairanty claims experience including knowledgspécific
product failures that are outside of the Compatypscal experience. The warranty obligation is dei@ed based on product failure rates, cost ofaeghent and
failure analysis cost. If actual warranty costdatisignificantly from these estimates, adjustmenéy be required in the future. The warranty lipis of
December 31, 2008 was not material. In 2009, tha@my provided a warranty liability of $450. As®Eptember 30, 2010, the warranty liability was $540
(unaudited).

The following table sets forth changes in warraaatgrual included in other accrued expenses in tragany’s consolidated balance sheets:

Year Ended Nine Months Endec
December 31
September 30,
2009 2010
(Unaudited)

Beginning balanc $ — $ 45(C
Accruals for warrantie 45C 103
Settlementt — (13
Ending balanc $ 45C $ 54C

In September 2010, the Company was informed ohiactelated to repair and replacement costs in ection with shipments of over 4,000 integrateduiis
made by the Company during the summer and falD6B2 Of these shipments, approximately 4% were taiefirmed or suspected to have random manufaxguri
process anomalies in the wafer die in the prodileése anomalies made the circuitry of a small nurobeandom die per foundry wafer susceptible itufa under
certain customer specific system operating conustié\t the time of shipment, the Company estabtishe initial warranty reserve and added to thatusd@s the
problem was identified and reliable information &exe available. The foundry who produced the wefassinformed the Company that the random anomaities
normal in a Gallium Arsenide (“GaAs”) manufacturipgcess.

In March 2010, the Company developed additiondstesscreen out the wafer die that might be su#dlefo this type of failure and resumed shipmeatthe
customer with no subsequent additional reportedi@mnts.
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(Dollars in thousands except share and per share amnts)

Based on its standard warranty provisions, the Gomjhas provided replacement parts to the custfonéne known and suspected failures that had oedur

In addition and without informing the Company, lire tfall of 2009 the customer instituted its owrgkarscale replacement program that covered the
replacement of entire subassemblies in which thapg2my’s product was only one component. In Septe@00, the customer made an initial claim for
approximately $18 million against the Company far tosts incurred relative to that program. Managerhelieves the amount of the claim is withoutitrees its
warranty liability is contractually limited to threpair or replacement of the Compasgffected products, which to the extent the custdmas requested replacem:
has already been completed. A formal claim haso/be made and discussions with the customer ageing. At this time, the Company believes its cotre
warranty reserves are adequate to address therraattehat the Company’s obligations under itsddad warranty provisions have been fulfilled. Hoee\claims
of this nature are subject to various risks ancetlamties and there can be no assurance thanttier will be resolved without further significasusts to the
Company, including the potential for arbitrationliigation. If and when the amount of any addiabtoss, if any, becomes both probable and detexiohén the
Company may be required to record an incremens&rve. The customer continues to place orderstwgfCompany for the same parts and the Compangrutlyr
expects to continue to do business with this custdor both current and future products.

Research and Development Expense

Research and development expense consists oficostsed in performing research and developmernviéies including salaries, stock-based compensatio
employee benefits, occupancy costs, overhead andtprototype wafer, packaging and test costs.a&elsend development costs are expensed as incurred

Sales and Marketing Expense

Sales and marketing expense consists of salatgek-based compensation, employee benefits, teawttrade show costs. The Company expenses sales an
marketing costs as incurred. Advertising expensethk years ended December 31, 2007, 2008 and&@Dfr the nine months ended September 30, 2009 a
2010 (unaudited) were not material.

General and Administrative Expense

General and administrative expense consists ofieg)atock-based compensation, employee benefit®@penses for executive management, legal, feanc
and human resources personnel. In addition, geaathhdministrative expense includes fees for peif@al services and occupancy costs. These aestxpensed
as incurred.

Income Taxes

Deferred tax assets and liabilities are determbeexed on differences between financial reportirdjtar bases of assets and liabilities, and are imedsisinc
the enacted tax rates and laws that will be incefienen the differences are expected to reverse Cdmpany must also make judgments in evaluatirethven
deferred tax assets will be recovered from futarable income. To the extent that it believes teabvery is not likely, the Company must estabéisraluation
allowance. The carrying value of the Company’sdederred tax asset is based on whether it is nikeby lthan not that the Company will generate sidint future
taxable income to realize these deferred tax ashetaluation allowance is established for defefi@dassets which the Company does not believe theémore
likely than not” criteria. The Company’s judgmenegiarding future taxable income may change in
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the near term due to changes in market conditicmsnges in tax laws, tax planning strategies cerdérctors. If the Company’s assumptions and canesetty its
estimates change in the future, the valuation aluve the Company has established may be increasiet@ased, resulting in a material respectiveease or
decrease in income tax expense (benefit) and celatpact on the Company’s reported net income Jloss

In July 2006, the Financial Accounting StandardaBq“FASB”) issued authoritative guidance on agdmg for uncertainty in income taxes, which regsir
that realization of an uncertain income tax poasitioust be more likely than not (i.e., greater tB@#o likelihood of receiving a benefit) before indae recognized in
the financial statements. The guidance furthergoiless the benefit to be realized assuming a rebigtax authorities having all relevant informatiemd applying
current conventions. The interpretation also dkesithe financial statement classification of telated penalties and interest and sets forth newladiures regarding
unrecognized tax benefits. The Company adopteduitance on January 1, 2007 and the provisionseo§tidance have been applied to all income takipos
commencing from that date. The Company recogninéanpial interest on income tax over/underpaymeantspenalties in income taxes.

Stock-Based Compensation

Stock-based compensation for stock option awaslieis to the Company’s employees is measured grame date based on the fair value of the awardsand
recognized as expense over the requisite servitedpevhich is the vesting period, on a straighelbasis. The Company uses the Black-Scholes eptioimg
model for valuing awards granted to employees aratibrs at the grant date. Determining the falugaf stock-based compensation awards at the gedat
requires the input of various assumptions, inclgdair value of the underlying common stock, expdduture share price volatility, expected terrakfree interest
rate and dividend rate. Changes in these assungpteommaterially affect the fair value of the opioThe Company based its estimate of expectedilitglan the
estimated volatility of similar entities whose sharices are publicly available. The risk-free iat rate is based on the U.S. Treasury yield§étteat the time of
grant for periods corresponding to the expecteddffthe options. The weighted average expectedfibptions was calculated using the simplifiedhnd as
prescribed by guidance provided by the SecuritiesExchange Commission. This decision was baseHelack of relevant historical data due to the @any’s
limited experience and the lack of an active maftethe Company’s common stock. The expected divitlyield is zero because the Company has notricisty
paid dividends and has no present intention toddagends. The Company establishes the estimatéegitiore rates based on historical experience. vithee of the
portion of the award that is ultimately expectedést is recognized as expense over the requisitéce period which is equal to vesting period.

The Company has elected to treat share-based papwands with graded vesting schedules and tiamed service conditions as single awards and nétax
stock-based compensation expense on a straighidisis (net of estimated forfeitures) over the igtpiservice period.

The Company recognizes non-employee stock-basegemsation expenses based on estimated fair valire @quity instrument determined using the Black-
Scholes option-pricing model. Management beliefaas the fair value of the stock options is moréi®y measured than the fair value of the servieesived. The
fair value of each non-employee variable stock avisre-measured each period until a commitmerg gateached, which is generally the vesting date.

Net Income (Loss) per Share

The Company applies the two-class method for catmg net income (loss) per share. Under the tvasscinethod, net income is allocated between common
stock and other participating securities basecheir t
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participation rights. Basic net income (loss) geare is calculated by dividing income (loss) alldeato common stockholders (after the reductiorefoy preferred
stock dividends assuming current income for théogenad been distributed) by the weighted averageher of shares of common stock outstanding, nshafes
subject to repurchase by the Company, during thiegheDiluted net income (loss) per share is caltad by dividing the net income (loss) allocabledamon
stockholders by the weighted average number of comshares outstanding, adjusted for the effecpoténtially dilutive common stock, which are conspd of
stock options, warrants to purchase common stodkcanvertible preferred stock.

Segment Information

The Compan’s operations are located primarily in the Uniteat&, and materially all tangible assets are lociat&Vestlake Village, California. Tk
Company operates in one segment related to thgrded@velopment and sale of high speed analog ctimitg components that operate to maintain, anyifid
improve signal integrity at high speeds in a wideiety of applications. The Company’s chief opemgtilecision-maker is its Chief Executive Officehaweviews
operating results on an aggregate basis and matteg@ompany’s operations as a single operatinmsag

Unaudited Interim Consolidated Financial Information

The interim balance sheet as of September 30, @0dQ@he statements of operations and of cash flomthe nine months ended September 30, 2009 ahd
and statement of convertible preferred stock anckstolders’ equity (deficit) for the nine monthsded September 30, 2010 and related interim infdomat
contained in the notes to these financial statesnar@ unaudited. In the opinion of management, sneludited interim information has been prepareatitordance
with accounting principles generally accepted i thnited States (“U.S. GAAP”) and includes all atijnents consisting of normal recurring adjustmeertessary
for a fair statement of the interim information whead in conjunction with the audited financiatements and notes thereto. Results for the nimeha@nded
September 30, 2010 are not necessarily indicafitieeoresults that may be expected for the yeaingndecember 31, 2010.

Unaudited Pro Forma Stockholders’ Equity

If the offering contemplated by this prospectusaasummated, all of the convertible preferred stmastanding will automatically convert into 14,7952
shares of common stock, based on the shares oéddie preferred stock outstanding at SeptembeB00. Unaudited pro forma stockholders’ equityadjusted
for the assumed conversion of the convertible prefestock and preferred stock warrants, is rede@ the pro forma balance sheet.

Recent Accounting Pronouncements

The FASB issued new accounting guidance on fairezaheasurements. The new guidance defines faie vagitablishes a framework for measuring fair value
and expands disclosures about fair value measutsn@n January 1, 2008, the Company adopted thegn&lance for financial assets and financial licbs
measured at fair value on a recurring basis (see N&—Fair Value Measurements). On January 1, 20@9Company adopted the new guidance for non-iilahn
assets and non-financial liabilities measurediatv&ue on a nonrecurring basis. In April 200% #ASB issued additional guidance for estimatingvalue when
the volume and level of activity for the assetiability have significantly decreased that was efifee for the Company in the second quarter ofafi909. This
includes guidance on identifying circumstances ithdicate a transaction is not orderly. In Augudd2, the FASB issued clarifying guidance that mcwnstances in
which
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a quoted price, in an active market, for an idetiability is not available, a reporting entity iequired to measure fair value of such liabilisgng one or more of
the of the techniques prescribed by the update atloption of the fair value measurements guidancesased the disclosure requirements but did nat ha impac
on the Company’s consolidated financial positiomesults of operations.

In December 2007, the FASB revised the authorigagividance for business combinations, which estadd principles and requirements for how the aequir
(a) recognizes and measures in its financial stat¢srthe identifiable assets acquired, the liadédiassumed, and any noncontrolling interest iratiteiiree,
(b) recognizes and measures the goodwill acquiréldeé business combination or a gain from a bargaichase, and (c) determines what informationgolase to
enable users of the financial statements to evaltin&t nature and financial effects of the busiessbination. The guidance applies prospectivehéeoCompany’s
business combinations, if any, for which the adtjois date was on or after January 1, 2009. In 2009, the FASB issued a new guidance that amand<larifie:
the initial recognition and measurement, subsegoestsurement and accounting, and disclosure ofsaasd liabilities arising from contingencies ibusiness
combination. There were no business combinatio2909. On June 30, 2010, the Company acquired #llecoutstanding shares of WTI and the new guidanc
impacted its accounting for this acquisition (sese\2).

In June 2008, FASB issued new accounting guidanagetermining whether instruments granted in shased payment transactions are participating
securities The guidance requires that unvested share-basedgpéyawards that contain non-forfeitable rightditdadends or dividend equivalents (whether paid or
unpaid) are participating securities and shallnztuided in the computation of basic earnings pareshThis guidance is effective for the Companyanuary 1,

2009. The Company has concluded that its unvestdg @xercised options and unvested restrictecksid@rds meet the definition of a participatinguség and
should be included in the computation of basic iegsper share. All prior period net income penstdata presented has been prepared to conforntheith
provisions of this accounting guidance.

In May 2009, the FASB issued new accounting guidaetating to subsequent events, which establigaesral standards of accounting for and disclosfire
events that occur after the balance sheet datedfate financial statements are issued or areahlailto be issued. In February 2010, the FASB aexbituis
guidance. The new guidance eliminates the requinefioe an SEC filer to disclose the date throughchtit has evaluated subsequent events, clarifiepériod
through which conduit bond obligors must evaluatesequent events, and refines the scope of thslise requirements for reissued financial stateméintities
that are not SEC filers are required to disclogh biee date through which subsequent events haame déealuated and whether that date representsitbelte
financial statements were issued or available tssged. This accounting guidance is effectivaritarim or annual periods ending after June 15920bie
Company has adopted this guidance in connectidmtivé issuance of its 2009 financial statements Kszte 17).

Effective July 2009, the FASB adopted the FASB Acting Standards Codification, or the Codificatias,the official single source of authoritative U.S
GAAP. All existing accounting standards are supgese All other accounting guidance not includethia Codification will be considered nonauthoritatirhe
Cadification also includes all relevant SEC guidancganized using the same topical structure iarsg sections within the Codification. Followirngt
Codification, FASB will not issue new standardghe form of Statements, FASB Staff Positions or Ejimg Issues Task Force Abstracts. Instead, itigsilie
Accounting Standards Updates, which will servepdate the Codification, provide background inforimatabout the guidance and provide the basis foclesions
on the changes to the Codification. The Codificat®not intended to change U.S. GAAP, but it wilange the way U.S. GAAP is organized and presefitesl
Codification is effective for interim and annualioels ending after September 15, 2009. There wilhb change to the financial statements due to
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implementation of the Codification other than chesgn reference to various authoritative accounpirmpouncements in the Notes to Consolidated Finhnc
Statements.

In October 2009, the FASB reached final consensaus mew revenue recognition guidance regardingngy@rrangements with multiple deliverables. The
new accounting guidance addresses how to detemnfiether an arrangement involving multiple delivéeatrontains more than one unit of accounting,teowl the
arrangement consideration should be allocated artfengeparate units of accounting. The new accogigtiidance is effective for fiscal years beginraifigr
June 15, 2010 and may be applied retrospectivepyaspectively for new or materially modified argements. Early adoption is permitted. The Compamesdot
expect that the adoption of this guidance will haveaterial impact on its financial position, réswf operations or disclosures.

In January 2010, FASB issued an amendment regaitipigoving disclosures about fair value measuremértiis new guidance requires some new
disclosures and clarifies some existing disclosaggirements about fair value measurement. Thedigslosures and clarifications of existing disclesuare
effective for interim and annual reporting peridginning after December 15, 2009, except for thelasures about purchases, sales, issuances tedsats in
the roll forward of activity in Level 3 fair valumeasurements. Those disclosures are effectivasfmalfyears beginning after December 15, 2010 endhferim
periods within those fiscal years. The adoptiothef guidance did not have an impact on the Com'gatigclosures for the nine months ended Septe®®e2010.
The Company does not expect that the adoptioneoftiidance relating to Level 3 fair value measumremeill have a material impact on its financiabimn,
results of operations or disclosures.

2. Acquisition (unaudited)

On June 30, 2010, the Company acquired all of thistanding shares of WTI in exchange for $3.3 oiillin cash and 313,713 shares of Series E preferred
stock. WTI is primarily engaged in the researclsigie, development, manufacture and sale of NanshRGontroller System-On-Chip, secure digital/moigdia
card controller, and card reader products. As altre$ the acquisition, the Company is expectedxpand its technology and engineering resources.

The fair value of consideration transferred is shamwthe table below (unaudited):

Cash $3,34¢
Series E preferred stou 4,53¢
$7,88%

The Company issued 313,713 shares of Series Erpréfstock that has a total fair value of $4.5 imnllbased on the valuation performed as of Jun@@00,
the acquisition date (unaudited). The acquisitiba@| includes a contingent consideration arrangentieat requires additional consideration to bel figi the
Company based on achievement of certain revenugraisd margin targets of WTI over the three figpadrters starting July 1, 2010. The amount of cgeint
consideration, if any, is payable on or before M&y2011. The amount of consideration the Compamydcpay under the agreement ranges from $0 toifidm
The fair value of the contingent consideration loé &cquisition date was determined to be insigaifi@s the probability of WTI achieving the reveamnel gross
margin requirement is deemed to be remote.

The acquisition has been accounted for using thaisition method of accounting which requires, amother things, that assets acquired and liatslitie
assumed be recognized at their fair values asechtijuisition date.
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The following table summarizes the purchase prilceation as of the acquisition date (unaudited):

Cash $ 80¢
Receivable: 174
Inventories 492
Other current asse 10C
Property and equipme 68
Identifiable intangible asse 1,53(
In-process research and developn 11C
Other noncurrent asse 34
Accounts payable and accrued expet (539
Deferred tax liabilities, ne @7y
Total identifiable net asse 2,601
Goodwill 5,281
Net assets acquire $7,882

As of the acquisition date, the fair value of reedles, inventories, property and equipment, acisopayable and accrued expenses approximated te bo
value acquired.

Identifiable intangible assets consist of develog@athnology of $800 (unaudited) and customer m@tatiips of $730 (unaudited). The Company usedefrel
from-royalty method to value developed technolobye relief-from-royalty method estimates the c@stisgs that accrue to the owner of an intangibtetthat
would otherwise be payable as royalties or licdass on revenue earned through the use of the @$setoyalty rate used is based on an analydiserfsing
agreements related to similar technologies. Revenpmjected over the expected remaining usefielldf the developed technology. The market-deriggalty rate
is then applied to estimate the royalty savingst@uer relationships represent future projectedmae that will be derived from sales of productexisting
customers. Developed technology and customer oelstiips will be amortized on a straight-line metheltich approximates the pattern of economic comgion
over their estimated useful lives as follows:

Developed technology 4 years
Customer relationships 5 years

The Company capitalized $110 (unaudited) of IPR&3ts related to the WTI acquisition. Upon compleidd the projects, the related IPR&D assets will be
amortized over their estimated useful lives. If afiyhe projects are abandoned, the Company witebeired to impair the related IPR&D asset. Thevalue of the
IPR&D was determined using the relief-from-royattgthod similar to the process as discussed abdweesignificant assumptions underlying the valuatbn
IPR&D are (unaudited):

Estimated percent comple 54%
Estimated time to comple 6 month:
Estimated cost to comple $92
Discount rate 32.5%
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Goodwill is calculated as the excess of the comatimn transferred over the net assets recognirddsaattributable to the workforce of the acquibediness
and the synergies expected to arise after the Coyrgacquisition of WTI. Goodwill is not amortizeahd is not deductible for tax purposes.

The Company incurred acquisition costs of $0.2iatillhich are included in general and administexpense in the consolidated statement of income f
the nine months ended September 30, 2010 (unadited

WTI contributed revenue of $877 and pre-tax 10s$180 to the Company for the period from June 3Beaptember 30, 2010 (unaudited).

Pro Forma Information

The following unaudited pro forma financial infortiman presents a summary of the Comy’'s consolidated results of operations for the niatims ende:
September 30, 2010 and the year ended Decemb2033, assuming the WTI acquisition had been coradlas of January 1, 2010 and January 1, 2009,
respectively:

Pro Forma
Nine Months Pro Forma
Ended Year Ended
September 3C December 31
2010 2009
(unaudited) (unaudited)
Revenue $ 63,17( $ 60,427
Net income $ 22,50: $ 5,83¢
Net income allocable to common stockholc $ 2,42¢ $ —
Net income per shar basic $ 1.11 $ —
Net income per shar diluted $ 0.44 $ =

The unaudited pro forma consolidated results wegpgred using the acquisition method of accourdimdjare based on the historical financial infororatf
the Company and WTI, reflecting the results of atiens for the nine month period ended Septembe2@D0 and the year ended December 31, 2009. Tdgditec
pro forma consolidated results are not necessadigative of what our consolidated results of @bens actually would have been had we completectuguisition
as of the beginning of each period presented. diitiad, the unaudited pro forma consolidated resdtt not purport to project the future results pémtions of the
combined company nor do they reflect the expeaeadization of any cost savings associated withedwgiisition.

3. Concentrations

Financial instruments that subject the Companyottentrations of credit risk consist primarily @fst, cash equivalents and trade accounts receividise
Company extends differing levels of credit to castos and does not require collateral deposits.fA¥eember 31, 2008 and 2009 and September 30, 2010
(unaudited), the Company maintained an allowancedabtful accounts of $68.
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The following table summarizes the significant oasérs’ and distributors’ revenue and accounts vatdé as a percentage of total revenue and totaluads
receivable, respectively:

Nine Months Ended

Year Ended December 31 September 30,
2007 2008 2009 2009 2010

Revenue - - - (Unaudited) (Unaudited)
Customer A 13% 24% 36% 37% 33%
Customer E 15 12 * * *
Customer C 21 11 w w w
Customer C 11 * * *
Customer E * * * 11 *
Customer F * * * * *
Customer C * * * * *

December 31 September 3C

2008 2009 2010

Accounts Receivable (Unaudited)
Customer A 13% 42% 33%
Customer E * * *
Customer C * * *
Customer C * 11 *
Customer E 29 * *
Customer F 11 * *
Customer C * 12 *
Customer F * * 11
* Less than 10% of total accounts receivable or ree

Customers D and G are distributors that sell then@amy’s products exclusively to Customer F. Indggregate, revenue to Customer F, including revenue
made through distributors as a percentage of tet@nue was 11%, 11% and 17% for the years endedrleer 31, 2007, 2008 and 2009, and 12% for the nin
months ended September 30, 2010 (unaudited).

4. Inventories
Inventories consist of the following:

December 31 September 3C

2008 2009 2010
(Unaudited)
Raw material $ 93¢ $1,002 $ 1,267
Work in proces: 1,20¢ 1,37¢ 1,497
Finished good: 1,94: 1,56t 2,51¢
$4,08¢ $3,942 $ 5,27¢

Finished goods held by distributors were $549, $dd@ $673 as of December 31, 2008 and 2009 ané@bpt 30, 2010 (unaudited), respectively.
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5. Property and Equipment, net
Property and equipment consist of the following:

December 31 September 3C

2008 2009 2010

(Unaudited)

Laboratory and production equipme $10,18: $ 10,55¢ $ 11,43¢
Office, software and computer equipm: 2,10¢ 2,57¢ 3,18¢
Furniture and fixture 16€ 16€ 39¢
Leasehold improvemen 48 48 2,70C
12,50¢ 13,34t 17,71¢
Less accumulated depreciati (8,949 (10,23) (11,207
$ 3,551 $ 3,11« $ 6,51¢

Depreciation and amortization expense for the yeaded December 31, 2007, 2008 and 2009 was $1$30730 and $1,291, respectively. Depreciation and
amortization expense for the nine months endede®&dmr 30, 2009 and 2010 (unaudited) was $949 ajd@%1respectively.

As of December 31, 2008 and 2009 and Septembe(3®, (unaudited), laboratory and production equipinmecludes $397 in assets that have been
capitalized under capital leases. Accumulated amation of equipment under capital leases was $8322 and $381 as of December 31, 2008 and 2009 and
September 30, 2010 (unaudited), respectively. Aimetibn expense in connection with equipment pusedaunder capital leases was $79, $73 and $78dordars
ended December 31, 2007, 2008 and 2009, respactivelortization expense in connection with equipiraurchased under capital leases was $53 and $38eo
nine months ended September 30, 2009 and 2010dited)) respectively.

As of December 31, 2008 and 2009 and Septemb&03®, (unaudited), computer software costs includgmoperty and equipment were $888, $1,251 and
$1,461, respectively. Amortization expense of @jzied computer software costs was $102, $125 a8d $r the years ended December 31, 2007, 2002 60@,
respectively. Amortization expense of capitalizettsare costs was $111 and $132 for the nine maartled September 30, 2009 and 2010 (unaudited),
respectively.

6. Lines of Credit

In June 2007, the Company entered into a Loan acdrly Agreement with an unrelated financial ington, which provided for borrowing up to an
aggregate of $10 million. Amounts borrowed underltban and Security Agreement were collateralizedubstantially all of the assets of the Compary earried
an interest rate of prime per annum. The averaigetéfe interest rate during 2008 was 6.25%. Then@any repaid the entire outstanding balance of3£Bi6
February 2008, and the $10 million facility wastérated on June 8, 2009.

In connection with the Loan and Security Agreem#rg, Company issued a warrant to purchase 30,00@slof common stock (see Note 10).
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7. Income Taxes
Income tax expense consisted of the following:

Year Ended December 31

_2007 _2008 2009
Current:
U.S. Federa $ — $ — $ 258
U.S. State i — S7€
= = 82¢
Deferred:
U.S. Federa — — —
U.S. State I — P —
Total $ — — $ 82¢

Income tax expense differed from the amounts coetphy applying the U.S. federal income tax rat85%o to pretax income (loss) as a result of the
following:

Year Ended December 31

2007 2008 2009
Provision at statutory ra: $(1,869) $(1,200) $ 2,85¢
State income taxe 6 16 37t
Research and development cre (601) (528) (719
Change in valuation allowan 2,33¢ 1,54« (1,964
Other 13C 16€ 27€

$ — $ — $ 82¢

Significant components of the Company’s net deftetexes consist of the following:

December 31

2008 2009
Deferred tax assets

Net operating loss carry forwar $19,31( $ 15,424
Research and development cre 4,781 4,60z
Other temporary difference 2,211 4,457
Total deferred tax asse 26,30: 24,47¢
Deferred tax liabilities

Amortization and depreciatic — (425)
Other — (31)
Total deferred tax liabilitie — (45€)
Less: valuation allowanc (26,30:) (24,02
Deferred taxes, ne $ — $ =

Valuation Allowance

The Company recorded a full valuation allowanceragiats net deferred tax assets at December 318 28d 2009. In determining the need for a valuatio
allowance, management reviewed all available eddgrursuant to the requirements of ASC 740. Therdehation of recording or releasing tax valuation
allowances is
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made, in part, pursuant to an assessment perfoosnathnagement regarding the likelihood that the @amy will generate sufficient future taxable incoagainst
which benefits of the deferred tax assets may or med be realized. This assessment requires marageamexercise significant judgment and make eggswith
respect to the Company’s ability to generate reeggross profits, operating income and taxablermem future periods. Amongst other factors, mansgg must
make assumptions regarding overall current anceptegl business and semiconductor industry conditioperating efficiencies, the Company'’s abilitytitoely
develop, introduce and consistently manufacture peducts to customers’ specifications, acceptafcew products, customer concentrations, technoabg
change and the competitive environment which mayaichthe Company’s ability to generate taxableime@nd, in turn, realize the value of the defeteedassets.
Significant cumulative operating losses in 2008 pridr years, uncertainty with respect to the ataepe of the Company’s products by end customets an
significant economic uncertainties in the marketimthe Company’s ability to project future taxainleome highly uncertain and volatile at December23D9.
Although 2009 was the Company’s first profitablegenly the last three quarters of the year weoéitable and the vast majority of the Company’s-paix income
was generated in the last two quarters of the yBased upon management’s assessment of all awgalence, including a relatively short periodexfent
profitability, coupled with significant uncertaie8 associated with the Company’s 2010 businessakjtthe Company concluded as of December 31, 2089it
was not more likely than not that its net deferi@@dassets would be realized.

In March 2010, the Company received its first sabsal quantity of production orders for a new lealtage product, which is a new low voltage versién
the Company’s integrated PLL and register bufféisThew low voltage product is widely expectedha market to be significant and is expected torbsbipping
in high volumes for both the Company and its coritgest with a new Intel platform in the second hafl2010. This new low voltage product is currenitly
commercial production and is shipping in volumee Hurival of these production orders from one ef@ompany’s largest customers reduced concerns and
increased confidence in the strength of the Comgdnysiness outlook for the balance of 2010. Initaatd certain other new product introductions be¢@gain
traction with customers, providing additional calefince in the Company’s longer term outlook. The Gamny also achieved further clarity around certain
contingencies related to ongoing litigation andaierother product acceptance concerns that ex&t®dcember 31, 2009. Furthermore, during thé dusirter of
2010 the Company unexpectedly received additiordgrs for an older product that allowed the Compangxceed its overall plan for the quarter andticoe the
recent trend of profitability into the first quartef 2010. At its April 30, 2010 meeting, basedaoreview of the positive developments that mateedl in the first
quarter of 2010, the Company’s board of direct@sided to authorize management to retain investimemiters and proceed with plans to pursue a patentiial
public offering. Based on these positive developimiand an additional quarter of profitable opergtimanagement reassessed the need for a valuiteiace at
March 31, 2010 and concluded that a change in cistamees had occurred. Management determined ttsztil ko the Company’s prospects and business outtook
was reasonable to conclude that it is more likentnot that the Comparsyteferred tax assets will be realized. Accordindlg Company released the full valuas
allowance recorded against its deferred tax adsetsd on the weight of positive evidence that edistt March 31, 2010. Significant judgment is reegiito
determine the timing and extent of a valuationvadloce release and the Company’s ability to utitieéerred tax assets will continue to be dependeithe ability to
generate sufficient taxable income in future pesiod

General Income Tax Disclosures

The Company has net operating loss (“NOL") caryfards for federal and state income tax purposeppfoximately $37 million and $42 million,
respectively at December 31, 2009 that will begiesxpire in 2022 and 2014 for federal income tasppses and state income tax purposes, respectively.
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At December 31, 2009, the Company also has fededktate research and development (“R&D”) crealitydorwards of $3 million and $4 million,
respectively. The federal tax credit will beginetxpire in 2024, unless previously utilized. Theestax credits do not expire.

Pursuant to Internal Revenue Code sections 383&Bduse of the Company’s NOL and R&D credits gaetezt prior to June 2004 are subject to an annual
limitation due to a cumulative ownership percentelgenge that occurred in that period. The Compasyhtad two changes in ownership, one in Decemi® a2ad
the second in June 2004, resulting in an annuatdtimn on NOL and R&D credit utilization. Additiafly, further limitation may occur as a result bétCompany’s
planned initial public offering or other future cigges in ownership.

As discussed in Note 1, the Company adopted thdagoe on accounting for uncertainty in income taxedanuary 1, 2007. The cumulative effect of
applying the recognition and measurement provisigren adoption of $0.7 million was recorded andyfoffset by a corresponding reduction in the véhma
allowance. As a result, there was no impact onractated deficit from the cumulative effect of apply the guidance. At adoption on January 1, 200F Gompany
had approximately $0.7 million of gross unrecogditzx benefits, $0.5 million of which, if recognizepon release of the valuation allowance, woulelcathe
effective income tax rate. As of December 31, 2@08,Company had approximately $1.3 million of wognized tax benefits, $0.8 million of which, itognized
upon release of the valuation allowance, wouldcaffiee effective income tax rate. The Company da¢®xpect any significant increases or decreasis t
unrecognized tax benefits within the next 12 months

The following table summarizes the changes in wgeized tax benefits:

Year Ended December 31

2007 2008 2009
Balance as of January $701 $ 891 $1,057
Additions based on tax positions related to theentryeai 19C 16€ 22¢
Additions based on tax positions of prior y — — —
Balance as of December $3891 $1,057 $1,28:

The Company recognizes interest and penaltiescktatunrecognized tax benefits as a componemicohie tax expense. The Company recognized no
interest or penalties upon the adoption of the guié or during the years ended December 31, 2008 2nd 2009 as the unrecognized tax benefiteradatx
attributes that have not yet been utilized on thenGany’s tax return.

The Company files income tax returns in the U.8efal jurisdiction, state of California and cert&neign jurisdictions. The Company is no longebjgat to
U.S. federal income tax examinations for tax yesided on or before December 31, 2005 or to Caldastate income tax examinations for tax years eémaheor
before December 31, 2004. However, to the extéoivall by law, the tax authorities may have thetrighexamine prior periods where net operatingdess tax
credits were generated and carried forward, anceradiustments up to the amount of the net oper&issgor credit carryforward.

The income tax benefit of $13.3 million for the @imonths ended September 30, 2010 (unaudited)semrean effective tax rate benefit of approxinyatel
(135)%, which differs from the statutory rate of@5primarily due to the release of the valuatidove&nce recorded against the Company’s deferreddagts, and,
to a lesser extent, foreign income taxes providédveer rates, geographic mix in expected operatasylts and recognition of California research dedelopment
credits. The total valuation allowance release2f fillion is included in the
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effective tax rate applied to the interim nine nienénded September 30, 2010 (unaudited). The esfeanthe year is composed of approximately $9.@ani
(unaudited) recorded as a discrete benefit in the months ended September 30, 2010 as this patithre release related to a change in estimafigtwfe taxable
income. Approximately $14.2 million (unaudited)tb& valuation release was attributable to a chamgstimate for the current year, which was reéldah the
Company’s annual effective tax rate calculationZot0.

On December 31, 2009, the federal R&D credit expard had not been reinstated into law as of SdmeB0, 2010. Accordingly, the Company did not
record a tax benefit for federal research crediting the nine months ended September 30, 2010.

During the nine months ended September 30, 20&Qrhss amount of the Company’s unrecognized tagfiis increased approximately $1.3 million
(unaudited) as a result of tax positions takenrdytihe current year. As of September 30, 2010Cmmpany had $1.6 million of uncertain tax benefigst, if
recognized, would impact the Company’s effectivertte. As of September 30, 2010, the Company doesxpect any significant increases or decreasis t
unrecognized tax benefits within the next 12 months

The Company does not provide for U.S. income taxesndistributed earnings of its controlled foregmporations that are intended to be invested
indefinitely outside the United States.

8. Net Income (Loss) Per Share
The following shows the computation of basic ardtdd net income (loss) per share:

Nine Months Ended

Year Ended December 31 September 30
2007 2008 2009 2009 2010
(Unaudited) (Unaudited)

Numerator
Net income (loss $ (5,34]) $ (3,429 $  7,32¢ $ 4,60¢ $  23,15¢
Less amount allocable to preferred stockhol: — — (7,197) (4,60¢) (20,550)
Less amount allocable to unvested early exercipéidrs and unvested restricted stock av — — (6) — (89
Net income (loss) allocable to common stockhol—basic $ (5,34)) $ (3429 $ 13C $ — $ 2,51¢
Add amount allocable to unvested early exercisaibiop — — — — 50
Net income (loss) allocable to common stockho—diluted $ (5,34)) $ (3,429 $ 13C $ = $ 2,56¢
Denominator
Weighted average common stc 813,29( 1,289,43 1,671,56! 1,623,98! 2,242,72
Less weighted average unvested common stock subjegpurchase and unvested restricted stock a — — (2,689 — (59,459
Weighted average common st—basic 813,29( 1,289,43. 1,668,87 1,623,98! 2,183,26'
Effect of potentially dilutive securitie

Add options to purchase common st — — 1,103,82: 1,376,891 3,371,49i

Add unvested common stock subject to repurc — — — — 46,95¢

Add warrants to purchase common st — — HZASIAS 15,77+ 32,88(
Weightec-average common stc—diluted 813,29( 1,289,43 2,785,27 3,016,65! 5,634,60.
Net income (loss) per shar

Basic $_(6.57) $ (2.6€) $ 0.0¢ $ — $ 1.1¢

Diluted $ (6.57) $ (2.66) $ 0.0% $ = $ 0.4¢€
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Net income has been allocated to the common staelyertible participating preferred stock, unvestady exercised options and unvested restrictsekst
award based on their respective rights to shadévidends.

The following securities were not included in tleerputation of diluted net income (loss) per sharéealusion would have been anti-dilutive:

Nine Months Ended

Year Ended December 31 September 30,
2007 2008 2009 2009 2010
(Unaudited) (Unaudited)

Convertible preferred stoc 13,437,96 14,367,28 14,481,69 14,481,69 14,588,56
Common stock optior 4,483,46 5,639,48: 2,145,68 906,34( 741,73:
Warrant to purchase common stc 20,88¢ 38,57 — — —
Warrant to purchase redeemable convertible prefesti@ck 17,18° 17,18° 17,18° 17,187 15,04¢
Unvested early exercised optic — — 2,68¢ — —
Unvested restricted stock awe — — — — 12,49t

17,959,50 20,062,52. 16,647,26 15,405,22 15,357,84

Unaudited Pro Forma Net Income per Share

Pro forma basic and diluted net income per shave haen computed to give effect to the conversfadheCompany’s convertible preferred stock (usimeg
if-converted method) into common stock as thoughdbnversion had occurred at January 1, 2009 atdtesof issuance, if later.

Nine Months
Year Ended Ended
December 31, September 30,
2009 2010
(Unaudited) (Unaudited)
Numerator
Net income $ 7,32¢ $ 23,15¢
Less amount allocated to unvested early exercipédrs and unvested restricted stock aw (6) (88)
Change in fair value of preferred stock wart a7 (21)
Net income allocable to common st—Dbasic $ 7,30¢ 23,047
Add unvested early exercised optic — 50
Net income (loss) allocable to common stockhol—diluted $ 7,30¢ $ 23,097
Denominator
Weighte-average common stock used to compute basic nanimger shar 1,668,87! 2,183,26
Pro forma adjustment to reflect assumed weightesgtedf conversion of preferred sto 14,481,69 14,588,56
Pro forma weighted average common s—basic 16,150,57 16,771,83
Add options to purchase common st 1,103,82 3,371,49:
Add unvested early exercised options subject tandmase — 46,95¢
Add warrants to purchase common st 12,57 32,88(
Pro forma weighted average common s—diluted 17,266,97 20,223,17
Pro forma net income per share
Basic $ 0.4f $ 1.37
Diluted $ 0.4z $ 1.14
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9. Convertible Preferred Stock
Convertible preferred stock consists of the follogui

September 30, 201!

December 31, 2008 and 20( (unaudited)

Par Value Shares Liquidation Shares Liquidation

Per Share Authorized Outstanding Value Authorized Outstanding Value
Series A $ 0.001 528,85¢ 518,55¢ $ 12,10( 528,85¢ 518,55¢ $ 12,10(
Series B $ 0.001 2,926,67! 2,905,78. 24,98¢ 2,926,671 2,905,78. 24,98¢
Series C $ 0.001 6,503,90: 6,503,88. 18,69( 6,503,90: 6,503,88: 18,69(
Series C $ 0.001 3,512,88I 3,509,74i 11,98¢ 3,512,88 3,509,74i 11,98¢
Series E $ 0.001 1,045,71. 1,043,73. 10,00( 1,357,71! 1,357,44 13,00¢

14,518,02 14,481,69 $ 77,76« 14,830,02 14,795,411 $ 80,77(

The Company’s Board of Directors is authorizedetedmine the rights of each offering of convertipteferred stock including, among other terms,céwid

rights, voting rights, conversion rights, redemptprices and liquidation preferences, if any, scibje the limitations of applicable laws, regulasoand its charter.
The following summarizes the terms of each serieonovertible preferred stock:

Conversion Rights

Each share of Series E and Series D is convertible holde' s option, into such number of fully paid and noeasable shares of common stock ¢
determined by dividing $9.5809 and $3.4160 by thygliaable conversion price, respectively. At Decem®l1, 2009 and September 30, 2010 (unaudited), the

conversion price of the Series E and Series D iS80® and $3.4160, respectively, such that eacte sifsSeries E and Series D is convertible into simere of
common stock.

Each share of Series C, Series B and Series Anigectible, at the holdes’option, into such number of fully paid and noeassable shares of common stoc
determined by dividing $2.8738 by the applicablewvarsion price, as defined. At December 31, 20@D$eptember 30, 2010 (unaudited), the conversice pf
the Series C, Series B and Series A is $2.8738 thatleach share of Series C, Series B or Serisxénvertible into one share of common stock.

In the event of the issuance of additional shafemmmon stock, subject to certain exclusions, atiee per share less than the conversion pricarfgrseries
of convertible preferred stock in effect on theedaft such issuance, the conversion price for thiaés will be adjusted based on a weighted aveaiagelilution
formula. The conversion price is also subject taisithent based on certain other afitistion provisions. Each share of convertible preéd stock will automaticall
convert into shares of common stock at its theaagiffe conversion rate immediately upon the closihgn initial public offering pursuant to an effiee registration
statement under the Securities Act of 1933, as detkrcovering the offer and sale of common sto¢k gioss proceeds to the Company of not less thar8$

million at a price per share of at least $14.37Célified IPO”). The Company is required to reseand keep available, out of its authorized bussued shares of
common stock, 14,795,412 shares for the converdigonvertible preferred stock.
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Redemption Provisions

The holders of Series E, Series D, Series C anésSBrare entitled to redeem their shares in tegal installments at any time between July 302201d
July 30, 2013, upon the written election of thedeo$ of then outstanding shares. The redemptiovigions require at least 50% of Series E and S&riaad 662 A
% of the Series C and Series B, voting on an asexted to common stock basis. The first installmeifitbe on the 180th day after the receipt of te@emption
request. The second installment will be on the &miversary of the first redemption date, andtkiel installment will occur on the second anngaey of the first
redemption date. The Company will be liable to edesach share of preferred stock in a sum equbkt@riginal Issue Price for each share of pretesteck, plus
all declared but unpaid dividends on such sharéseaime of payment. The Series A is not redeeeabl

Liquidation Preference

In the event of any liquidation, dissolution or wing up of the Company, either voluntary or invaamy, the holders of Series E are entitled to rexgrior
and in preference to any distribution of any assewurplus funds to the holders of the SeriesdieS C, Series B, Series A or common stock, $@5&0 share for
Series E plus any dividends declared but unpaisueh shares. If the funds to be distributed areffitsent to permit full payment of the preferenteamounts, then
the assets will be distributed to the Series E drsldatably in proportion to the full amount dughe Series E holders. After the payment of theeSeE liquidation
preference, any excess assets and funds of the &@ymyill be distributed to the holders of the Seiliy prior and in preference to any distributioranf assets or
surplus funds to the holders of the Series C, S&jeSeries A or common stock, at $3.4160 per stear8eries D plus any dividends declared but whpai such
shares. If the funds to be distributed are insigfitto permit full payment of the preferential amts, then the assets will be distributed to theeSeéd holders
ratably in proportion to the full amount due to ®eries D holders. After the payment of the Sdbidisjuidation preference, any excess assets ardsfohthe
Company will be distributed to the holders of thexi€s C and Series B, prior and in preference yodistribution of any assets or surplus funds ®hblders of the
Series A or common stock, at $2.8738 per shar8éoies C and $8.5984 per share of Series B, plusliaitends declared but unpaid on such sharekelfunds to
be distributed are insufficient to permit full pagnt of the preferential amounts, then the assédtbevdistributed to the Series C and Series B ér@dn a pari passu
basis ratably in proportion to the full amount da¢he Series C and Series B holders. After theray of the Series C and Series B liquidation pesfee, any
excess assets and funds of the Company will belligtd to the holders of the Series A, prior amgrieference to any distribution of any assetsigplas funds to
the holders of the common stock, at $23.34 peresfrarSeries A plus any dividends declared but ithpa such shares. If the funds to be distributedirasufficient
to permit full payment of the preferential amourlgn the assets will be distributed to the Sekié®lders ratably in proportion to the full amouhte to the Series
holders.

After the payment of the convertible preferred ktiguidation preferences, any excess assets amsfaf the Company will be distributed ratably agdime
holders of the common stock and convertible prefestockholders in proportion to the number of camrshares held by them or issuable upon the coioveo$
the convertible preferred stock.

Liquidation is deemed to include the Company'’s sdlall or substantially all of its assets or tloguaisition of the Company by another person ortgibly
means of merger or consolidation resulting fromtthasfer of 50% or more of the Company’s votingvpo Convertible preferred stockholders can walive t
“deemed” liquidation preference by a vote of asteg’% of the convertible preferred stock, votisgaasingle class on an as-converted to common stasik.
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Voting Rights
The convertible preferred stockholders are entittedne vote for each share of common stock intwhvbuch convertible preferred stock can be coedert
Dividends

The holders of each series of convertible prefestedk are entitled to receive noncumulative dinidte per annum when and if declared by the Board of
Directors. The Series E, Series D, Series C, Serisd Series A are entitled to dividends of $05/6#.2733, $0.2299, $0.6879, and $1.8667, peeshar
respectively. After the foregoing dividend paymeiftany have been made in full for in a given calar year, the holders of the preferred stock $ie#ntitled to

receive dividends with the holders of common stoglan aszonverted common stock basis if declared by thed@o&Directors. No dividends have been declare
paid to date.

10. Warrants

In connection with various financing agreements, @ompany issued warrants to purchase common atutkreferred stock. At December 31, 2009 and
September 30, 2010 (unaudited), the following watsravere outstanding:

Number Exercise

of Price
Shares per Share
Series B Preferred Stock Warra 15,04¢ $ 8.6C
Series D Preferred Stock Warra 2,142 3.4z
Common Stock Warran 38,57: 1.54

The warrants to purchase Series B expire uponaHeeto occur of 1) a Qualifying Acquisition asfthed or 2) December 31, 2010. The warrant to lmase
Series D expires on the longer to occur of 1) theeath anniversary after the issuance date ory2p8s after the Company’s initial public offerifighe warrant to
purchase 12,857 shares of common stock expirearen8, 2014. The warrant to purchase 25,714 of comstock expires on the earliest to occur of 1)pJ2@,
2012, 2) a Qualified Initial Public Offering, or 8)Qualifying Acquisition as defined.

In June 2005, the FASB issued authoritative guidantthe classification of freestanding warrant$ @ter similar instruments on shares that areareddle
(either puttable or mandatorily redeemable). Thidance requires liability classification for wartanssued that are exercisable into convertibléepred stock.
Liability classification requires the warrants te femeasured to their fair value each reportingpdeAt December 31, 2008 and 2009 and Septemhe2(BM

(unaudited), the fair value of the warrants of $§25 and $34, respectively, have been includeddénugd liabilities and the changes in fair value baen recorded
in other income (expense).

11. Stock Option Plan

In 2000, the Company adopted the 2000 Stock Of&toek Issuance Plan (the Plan). Under provisiorthk@Plan, employees, outside directors, conssltant
and other independent advisors who provide sent@ése Company may be issued incentive and nofifigaastock options to purchase common stock oy ine
issued shares of common stock directly. The Bo&iirectors is authorized to administer the Plad astablish the
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stock option terms, including the exercise price aesting period. Options granted under the play have varying vesting schedules; however, optgererally
vest 25% upon completion of one year of servicetardeafter in 36 equal monthly installments. Omigranted are immediately exercisable and thesshssued
upon exercise of the option are subject to a réase right held by the Company. The repurchase prider the repurchase right is the original eserprice and
the right lapses in accordance with the optionimgsichedule. There were 89,232 and 46,965 unvesi@es subject to the Company’s repurchase rgbt a
December 31, 2009 and September 30, 2010 (unajdiespectively. The proceeds received from ungesgely exercise of options are presented in tienbe
sheet as liabilities and subsequently classifiegqtaty based on the vesting schedule. The vesfirgrtain options granted or shares issued umgePlan is subject
to acceleration of vesting upon the occurrenceedfain events as defined in the Plan.

Under the Plan, the exercise price, in the casmancentive stock option, shall not be less th@dP4, and in the case of a nonqualified stock optiah less
than 85%, of the fair market value of such sharethe date of grant. The term of the option is aeteed by the Board but in no case shall exceegehds. At
December 31, 2009 and September 30, 2010 (unajdi@®1,158 and 8,940,222 shares of common staec& heen reserved for issuance under the Plan,
respectively.

The fair value of each option grant is estimatedhendate of grant using the Black-Scholes optidcingy model with the following weighted average
assumptions:

Nine Months Ended

Year Ended December 31 September 30,
2007 2008 2009 2009 2010
(Unaudited) (Unaudited)
Risk-free interest rat 4.56% 4.1%% 2.67% 2.62% 3.0&%
Expected life (in years 6.25 6.2t 6.25 6.24 6.4€
Dividend yield — — — — —
Expected volatility 55.00(% 55.0(% 68.0(% 68.00% 60.0(%
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The following table summarizes information regagloptions outstanding:

Weighted
Weighted Average
Remaining Aggregate
Average Contractual
Number of Exercise Intrinsic
Shares Price Life Value

Outstanding at December 31, 200 3,714,22. $ 1.2
Grantec 2,525,12: 1.6&
Exercisec (500,187 1.1€
Cancelec (523,18() 1.11
Outstanding at December 31, 200 5,215,98: 1.4z
Grantec 1,356,93: 1.94
Exercisec (591,919 1.0¢
Cancelec (350,32() 1.7t
Outstanding at December 31, 200 5,630,67! 1.5€
Grantec 698,74! 2.21
Exercisec (455,567 1.61
Cancelec (511,34) 1.9¢€
Outstanding at December 31, 200 5,362,501 1.61 6.84 $15,17¢
Granted (unauditec 1,698,741 9.57
Exercised (unauditec (385,61)) 1.1¢€
Canceled (unauditer (118,607 2.4k
Outstanding at September 30, 2010 (unauditec 6,557,04! $ 3.6¢ 7.0E $52,53¢
Exercisable at December 31, 20C 5,362,50I $ 1.61 6.84 $15,17¢
Vested at December 31, 20C 3,492,601 $ 1.44 5.9¢ $10,457
Vested and expected to vest at December 31, 2( 5,354,93 $ 1.61 6.84 $15,15¢
Exercisable at September 30, 2010 (unaudite: 6,557,04( $ 3.6¢ 7.08 $52,53¢
Vested at September 30, 2010 (unaudite 3,708,07! $ 1.5¢ 5.62 $37,37¢
Vested and expected to vest at September 30, 20L@4udited) 6,547,82 $ 3.6¢ 7.0% $52,50¢

The intrinsic value of options outstanding, exeable and vested and expected to vest is calcutetsed on the difference between the exercise aridehe
fair value of the Company’s common stock as ofrégpective balance sheet date.
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The following table summarizes the Company’s oggtigranted in 2009 through the nine months endete8dger 30, 2010 and its contemporaneous
valuations:

Aggregate
Exercise
Number of Fair Intrinsic
Shares Price Value Value
February 200! 376,68! $ 1.47 $ 1.47 —
April 2009 5,14z 1.47 1.47 —
August 200¢ 210,85: 2.62 2.62 —
October 200¢ 61,06¢ 3.74 3.7¢4 —
December 200 45,99¢ 4.44 4.44 —
February 2010 (unaudite 188,56¢ 5.37 5.37 —
April 2010 (unaudited 1,064,071 9.2¢ 9.2¢ —
July 2010 (unauditec 446,11( 12.0z 12.0Z —
Stock-based compensation expense is included iGdmepany’s results of operations as follows:
Nine Months Ended
Year Ended December 31 September 30,
2007 2008 2009 2009 2010

(Unaudited) (Unaudited)

Operating expense:
Cost of goods sol $ 19 $ 11¢ $ 31 $ 17 $ 59
Research and developme 168 35¢ 47E 312 911
Sales and marketir 66 101 23¢ 15€ 324
General and administratiy 574 417 421 314 48¢
$ 827 $ 99t $1,16¢8 $ 79¢ $ 1,78¢

Total unrecognized compensation cost related t@sted stock options at December 31, 2009, pritréaonsideration of expected forfeitures, is
approximately $2,102 and is expected to be recegnizer a weighted-average period of 2.26 yearsl Tarecognized compensation cost related to uedegock
options at September 30, 2010 (unaudited), prithhécconsideration of expected forfeitures, is apjpnately $10,122 and is expected to be recognized a
weighted-average period of 3.71 years.

The total fair value of employee options vestedriythe years ended December 31, 2007, 2008 ar@l\@ae $731, $1,007 and $963, respectively and $661
for the nine months ended September 30, 2010 (uteal)d

The weighted average grant date fair value persbistock options granted to employees during/das ended December 31, 2007, 2008 and 2009 was
$0.97, $1.10 and $1.34, respectively and $5.7@h@nine months ended September 30, 2010 (unajdited

The total intrinsic value of options exercised dgrthe years ended December 31, 2007, 2008 andv289$202, $294 and $890, respectively and $3,423 f
the nine months ended September 30, 2010 (unadited intrinsic value of exercised options is atdted based on the difference between the exqdise and
the fair value of the Comparsytommon stock as of the exercise date. Cash ext&om the exercise of stock options was $5784%6# $733, respectively, for t
years ended December 31, 2007, 2008 and 2009 a&if§dthe nine months ended September 30, 201du¢lited).

On April 30, 2010, the Board of Directors approeegrant of 17,142 restricted stock awards to a @asmber with a fair value of $9.29. The award ¥est
25% after one year of service and thereafter i@l monthly installments.
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On August 17, 2010 (unaudited), the Board of Dwecgranted of 17,142 restricted stock awardsBoard member with a fair value of $12.02. The award
vests 25% after one year of service and theremft®® equal monthly installments.

In June 2010, the Board of Directors also apprdiiedCompany’s 2010 Stock Incentive Plan to becoffeeteve immediately prior to the completion of the
initial public offering.
12. Employee Benefit Plan

The Company has established a 401(k) tax-defemedgs plan (the “Plan”) which permits participatdsmake contributions by salary deduction pursti@ant
Section 401(k) of the Internal Revenue Code of 188Gamended. The Company may, at its discretiakermatching contributions to the Plan. Furthermthre
Company is responsible for administrative costhefPlan. The Company has not made contributiotiset@lan since its inception.
13. Fair Value Measurements

On January 1, 2008, the Company adopted the néwoutative guidance for fair value measurementswéspects to its financial assets and financial
liabilities. Effective January 1, 2009, the Compappted the new authoritative guidance for faluganeasurements with respect to its non-finarasakts and
non-financial liabilities. The adoption of the gaitte for fair value measurement did not have anmahtmpact on the Company'’s financial statemenisrequires
additional disclosure.

The new guidance on fair value measurements regjfarevalue measurements to be classified andadied in one of the following three categories:
Level 1: Unadjusted quoted prices in active markets trmbacessible at the measurement date for identicedstricted assets or liabilities;

Level 2: Quoted prices in markets that are not activenuts which are observable, either directly oiiriectly, for substantially the full term of the as®r
liability, or

Level 3: Prices or valuation techniques that require igplat are both significant to the fair value measient and unobservable (i.e., supported by bitlec
market activity).

The following table presents information about &ss@d liabilities required to be carried at faatue on a recurring basis:

December 31, 200 Level 1 Level 2 Total
Cash equivalent $ 7,05¢ $ — $ 7,05¢
Warrants — (72 (72
$ 7,05¢ $ (72) $ 6,984
December 31, 200! _Levell Level 2 Total
Cash equivalent $15,21: $ — $15,21:
Warrants — (55 (55
$15,21: $ (55 $15,157
September 30, 2010 (Unauditec Level 1 Level 2 Total
Cash equivalent $ 3 $ — $ —
Warrants — (39 (39
$ 5 $ (39 $ (39
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Cash equivalents consist mainly of money marketisunhich are traded in active exchange marketsh €gsivalents are categorized as Level 1. The cash
equivalents declined in the nine months ended &epee 30, 2010 as the Company was transferring fimdee bank to a demand account in a new primanking
relationship.

The Company utilized a BlacBeholes option pricing model in order to deterntlreefair value of the preferred stock warrantsludmg the consideration ol
risk-free interest rate, expected term and expeodéatility. Certain inputs used in the model armbservable. The fair values could change signifigebased on
future market conditions. Preferred stock warranéscategorized as Level 3.

The following table summarizes the change in valuthe preferred stock warrants:

Year Ended Nine Months Ended
December 31 September 30
2008 2009 2009 2010
(Unaudited) (Unaudited)
Balance at beginning of peric $ 21 $ 72 $ 72 $ 55
Change in fair value included in other (income)enge 51 17 (13 (21)
Balance at end of peric $ 72 $ b55 $ 59 $ 34

14. Segment Information

The Company operates in one reportable segmentCth®any’s Chief Executive Officer, who is consitkto be the chief operating decision maker,
manages the Company’s operations as a whole arelgfinancial information for purposes of evalagtfinancial performance and allocating resourBevenue
by region is classified based on the locations liictvthe product is transported, which may diffemnf the customer’s principal offices.

The following table sets forth the Company’s reveby geographic region:

Nine Months Ended

Year Ended December 31 September 30
2007 2008 2009 2009 2010

(Unaudited) (Unaudited)

United State: $14,60¢ $12,26¢ $10,727 $ 6,95¢€ $ 9,852
Korea 12,06¢ 15,14° 18,30 13,78: 11,01
Japar 5,181 5,90: 5,68¢ 4,44¢ 5,061
China 262 2,25¢ 9,92¢ 7,77¢ 21,22
Taiwan 1,07¢ 1,54¢ 5,681 3,44¢ 5,61¢
Other 3,034 5,831 8,51¢ 5,284 9,28(
$36,23 $42,95¢ $58,85: $ 41,690 $ 62,047

As of December 31, 2009 and 2010, substantiallgfatie Company’s long-lived tangible assets acated in the United States. As of September 300201
(unaudited), $1,073 long-lived tangible assetd@rated outside the United States of which $884aated in Taiwan.
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15. Commitments and Contingencies
Leases

The Company leases its facility and certain equiptnn@der noncancelable lease agreements expirimgrious years through 2016. The Company also
licenses certain software used in its researchdemdlopment activities under a term license supsor and maintenance arrangement.

Future minimum lease payments under noncancelg#eabng leases having initial terms in excessnef year are as follows:

December 31, 20C September 30, 201
(Unaudited)
2010 $ 3,214 $ 847
2011 1,474 2,46¢
2012 5 95¢
2013 — 1,17¢
2014 — 1,18¢
2015 to 201¢ — 1,741
$ 4,69¢ $ 8,381

For the years ended December 31, 2007, 2008 arf] RGse operating expense was $2,185, $2,649238d1; respectively. For the nine months ended
September 30, 2009 and 2010 (unaudited), leasatipgexpense was $2,110 and $2,387, respectively.

Noncancelable Purchase Obligations

The Company’s noncancelable purchase obligationsisted primarily of license and consulting fees @ompany committed to pay under several
agreements. As of September 30, 2010, the Compé&uyee noncancelable purchase obligations arelasafs:

September 30, 201

(Unaudited)
2010 $ 17¢
2011 41C
2012 i7s
$ 76C

Legal Proceedings
Netlist, Inc. v. Inphi Corporation, Case No.-cv-6900 (C.D. Cal.)

On September 22, 2009, Netlist filed suit in thateh States District Court, Central District of G@ainia, or the Court, asserting that the Companisinges
U.S. Patent No. 7,532,537. Netlist filed an amenzt@dplaint on December 22, 2009, further assethiagthe Company infringes U.S. Patent Nos. 7,818ghd
7,636,274, collectively with U.S. Patent No. 7,537, the patents-in-suit, and seeking both unsigelcihonetary damages to be determined and an inpuno
prevent further infringement. These infringemeircls allege that the Company’s iMB™ and certairenothemory module components infringe the patentaiin
The Company
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answered the amended complaint on February 11, 20d @sserted that the Company does not infring@dltents-in-suit and that the patents-in-suifrarelid. The
Company has since filedter partesrequests for reexamination with the United Statetet and Trademark Office (the “USPTO"), asserthag the patents-in-suit
are invalid. The USPTO is required to grant or démgyreexamination requests within three monthbeif effective filing dates, which, due to re-fidj of certain
papers due to procedural requests of the USPTOJwes 4, 2010 for U.S. Patent No. 7,636,274, Ju208) for U.S. Patent No. 7,619,912 and June B0 26r
U.S. Patent No. 7,532,537. The USPTO has accepeefilings of the reexamination requests for U.&eRt Nos. 7,619,912 and 7,636,274, and the Comiesiitgd
its reexamination request for U.S. Patent No. 7,532 0n June 9, 2010.

On August 27, 2010, the USPTO granted the Reqoestter Partes Reexamination for U.S. Patent N&3,274 and found a substantial new question of
patentability based upon each of the differentésshat the Company raised as the reexaminatiarestéor. The USPTO has not, however, accompanied its
Reexamination Order of U.S. Patent No. 7,636,274 it own evaluation of the validity of this pateimdicating that such evaluation will be forthciogn at a later
time. With respect to the granted reexaminatiomest for U.S. Patent No. 7,636,274, the USPTOevilluate the validity of this patent in reexamioati
proceedings.

On September 8, 2010, the USPTO ordered the IateéesRequest for Reexamination for U.S. Patent7/N&82,537 and found a substantial new question of
patentability based upon different issues thatGbmpany raised as the reexamination requestorUBRTO accompanied this Reexamination Order of Bagent
No. 7,532,537 with its own evaluation of the valyddf this patent, and rejected some but not adllaims. In a response dated October 8, 2010, Nedsponded t
the USPTO determination by amending some but maff e claims, adding new claims and making argots why the claims were not invalid in view of tited
references. The Company has the opportunity to cemiion the Netlist response, and the proceediriguwiiltinue in accordance with established intetgsar
reexamination procedures.

On September 8, 2010, the USPTO ordered the Iatée$Request for Reexamination for U.S. Patent7/ig1.9,912 and found a substantial new question of
patentability based upon different issues thataiged as the reexamination requestor. The USPT@rgzanied this Reexamination Order of U.S. Patent No
7,619,912 with its own evaluation of the validitiytbis patent, and determined that all of the ckinere patentable. Netlist has not commented upien t
Reexamination Order, and once the USPTO issuegt Bi Notice of Appeal, the Company will have tiportunity to appeal the USPTO determination in
accordance with established inter partes reexammmatocedures.

The reexamination proceedings could result in ard@nhation that the patents-in-suit, in whole opart, are valid or invalid, as well as modificatsoof the
scope of the patents-in-suit.

A third party, Sanmina-SCI Corporation, or SSC, alas requested interference proceedings with tBBTD with respect to each of the patents-in-swiits
April 21, 2010 Request for Continued ExaminatiorJos. Application No. 11/142,989 (“SSC '989 patapplication”), SSC asserted that it has priorityhte
inventions claimed by the patents-in-suit and stidnal granted rights to those inventions. The Combas entered into an agreement with SSC for aaxatusive
license to those rights, if any, that SSC may obt@ithe inventions claimed by the patents-in-gufte USPTO agrees to commence interference pdicgs and if
SSC prevails in those proceedings.

The USPTO, in a communication dated July 7, 20&Rnawledged that claims were submitted in a filngde in the SSC ‘989 patent application to invake a
Interference with each of the patents-in-suit, g
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declined to declare an Interference at this tinte2 July 7, 2010 USPTO communication rejected thand submitted to invoke the Interference based 3xoUSC
112, with the rejection asserting that these claiorgain “subject matter which was not describeth@éspecification in such a way as to reasonabfyey to one
skilled in the relevant art that the inventor(g)thee time the application was filed, had posseseitthe claimed invention.” SSC has until Januar2011 to respond
to the current USPTO communication.

In connection with the reexamination requests aedriterference proceedings, the Company also dilettion to stay proceedings with the Court, whicts
granted on May 18, 2010, whereby the Court stalgegtoceedings until at least February 14, 20Xfyested that Netlist notify the Court within oneekef any
action taken by the USPTO in connection with trexeenination or interference proceedings, and regdebat the parties file papers by January 311 2@4ting
their position on whether the stay should be extentlVhile the Court granted the stay until Februaty2011, the Court could lift the stay beforenthieor example,
the USPTO is required to evaluate the reexamina&qgnests well before February 14, 2011, as ndtedes and if the USPTO denies the reexaminationests, the
Court may decide to lift the stay. While the Comypartends to defend the lawsuit vigorously, litigat whether or not determined in the Comparfgvor or settlec
could be costly and time-consuming and could divehagement’s attention and resources, which clérsely affect the Company’s business.

If this litigation results in an adverse outcome, mvay be required to cease the manufacture, usaepf any product held to infringe Netlist's pate
including our iMB product, unless and until we or customers obtain a license from Netlist. A licefrdom Netlist may or may not be available on conuiadly
reasonable terms. An adverse outcome could alsdt irour having to pay damages for infringememd ¢éhe expenditure of significant resources to segieany
infringing product, including our iMB product, inroninfringing manner, which may or may not be sucadsdfo date, we have only sampled our iMB produdt,
as a result, we have generated very little reve@ue.ability to generate future revenue from ouBildroduct, could be adversely affected, though @urrently
difficult to estimate the level at which this maffe&t our revenue.

Inphi Corporation v. Netlist, Inc, Case No.-cv-8749 (C.D. Cal.).

On November, 30, 2009, the Company filed suit & ltmited States District Court, Central District@dlifornia asserting that Netlist infringes U.&téht
Nos. 7,307,863 and 7,479,799, collectively the pa-in-suit, and are seeking both unspecified monedamages and an injunction to prevent furthernggiment.
Netlist answered the complaint on January 15, 201iDfiled an amended answer on April 22, 2010,réiegethat it does not infringe the pate-in-suit, that the
patents-in-suit are invalid and that U.S. Patent 479,799 is unenforceable due to inequitableloohbefore the USPTO. Discovery is currently pestieg, and
the Court has set a trial date of October 11, 2011.

The Company is unable to assess the possible oatobthese matters. However, because of the nahdénherent uncertainties of litigation, should th
outcome of these actions be unfavorable, the Coyipanisiness, financial condition, results of opieras or cash flows could be materially and advgraéfected.
Indemnifications

In the ordinary course of business, the Company pnayide indemnifications of varying scope and temm customers, vendors, lessors, investors, oirgct
officers, employees and other parties with resfmecertain matters, including, but not limited lmsses arising out of the Company’s breach of sigkements,
services to be provided by the Company, or fromliettual property infringement claims made bydkparties. These
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indemnifications may survive termination of the argling agreement and the maximum potential amotifiture payments the Company could be requirada&e
under these indemnification provisions may notuigect to maximum loss clauses. The Company hasnotred material costs to defend lawsuits olesetaims
related to these indemnifications. As a result,Goenpany believes the estimated fair value of tlaggeements is immaterial. Accordingly, the Comphay no
liabilities recorded for these agreements as ofeDdxer 31, 2009 and September 30, 2010 (unaudited).

16. Related Party Transactions

The Company recognized $4,556, $10,227, $21,2354%5 and $20,388 in revenue during the Decembe2@®17, 2008 and 2009 and the nine months e
September 30, 2009 and 2010 (unaudited), respéctivem a Series E and Series D investor. Theivedde balance from the investor as of Decembe2B808 and
2009 and September 30, 2010 (unaudited) was $8681 % and $3,722, respectively.

In 2007, the Company entered into software subson@and maintenance agreement with Cadence D&sigtems, Inc. (“Cadence’d related party compar
A member of the Company’s Board of Directors i®alse Chief Executive Officer, President and aatoeof Cadence. The Company committed to pay $liomi
payable in 16 quarterly payments through May 20tk Tompany paid $1.4 million, $1.8 million and $indlion in the years ended December 31, 2008 20092
and for the nine months ended September 30, 201du(lited), respectively. Operating lease experageteto this agreement included in research amdldpment
expense was $1.8 million for the years ended Deeeb, 2008 and 2009 and $1.3 million for the mimenths ended September 30, 2010 (unaudited).

17. Subsequent Events

In connection with the issuance of the financiateatnents for the year ended December 31, 200€;dhgany has evaluated subsequent events through Jun
16, 2010, the date the financial statements werees In connection with the issuance of the intednsolidated financial statements for the ninevmgeriod
ended September 30, 2010 and the reissuance fifémeial statements for the year ended Decembe?2®19, the Company has evaluated subsequent events
through October 20, 2010, the date the interim clisisted financial statements were issued and driimzencial statements were reissued. In conneactiith the
reissuance of the interim financial statementgHerninemonth period ended September 30, 2010 and thedialastatements for the year ended December 319,
the Company has evaluated subsequent events thidmgdmber 5, 2010, the date of reissuance of snelndial statements.

F-37



Table of Contents

Winyatek Technology Inc.

Index to Combined Carve-out Financial Statements

Page(s
Report of Independent Auditors F-39
Balance Shee F-40
Statement of Operatiot F-41
Statement of Changes in Stockhol¢ Equity F-42
Statement of Cash Flov F-43
Notes to Financial Statemel F-44

F-38



Table of Contents

Report of Independent Auditors

To the Stockholders and Board of Directors of
Winyatek Technology Inc.,

In our opinion, the accompanying combined carvebalance sheet and the related combined carveatetsents of operations, of changes in stockhdleersty
and of cash flows present fairly, in all materedpects, the financial position of Winyatek TeclgglInc. (the “Company”) at December 31, 2009, tedresults of
its operations and its cash flows for the year thietied in conformity with accounting principles graily accepted in the United States of Americaesehfinancial
statements are the responsibility of the Compamgdsagement. Our responsibility is to express aniopion these financial statements based on out. AMd
conducted our audit of these statements in accoedaith auditing standards generally acceptedeérithited States of America. Those standards redfugtewve pla
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit includes exangnon a test
basis, evidence supporting the amounts and dis@ssn the financial statements, assessing theuatiog principles used and significant estimatesieriay
management, and evaluating the overall financa&kstent presentation. We believe that our auditigeoa reasonable basis for our opinion.

The Company has historically been consolidatedlasllyowned business unit of Goyatek Technology,laad consequently, as described in Note 1, these
combined carve-out financial statements have bekstantially derived from the accounting record§Sof/atek and reflect significant assumptions atatations.
Accordingly, these combined careet financial statements do not necessarily retleetfinancial position, results of operations aadh flows of the Company ha
been a separate stand-alone entity during the tieggreriod.

/sl PricewaterhouseCoopers, Taiwan

Taipei, Taiwan
August 12, 2010
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Combined Carve-Out Balance Shee
December 31, 2009
(EXPRESSED IN NEW TAIWAN DOLLARS)

Assets
Current asset
Cash (Note 3
Accounts receivable (Note
Inventories (Note 5
Prepaid expense
Total current asse
Property and equipme—net (Note 6
Intangible assets (Note
Total asset
Liabilities and Stockholders Equity
Current liabilities
Trade payable—related party (Note ¢
Accrued expense and other payables (No

Total current liabilities
Capital collected in advance (Note
Total liabilities
Commitments (Note 1(
Stockholder’ equity
Issued: 4,000,000 shares, $10 par value includgitbt@ontribution of $42,280,52
Capital contribution due from Goyatek (Note
Accumulated defici
Total stockholder equity
Total liabilities and stockholde’ equity

The accompanying notes are an integral part oktfieancial statements.

F-40

$ 45,000,10
2,097,71.
9,997,67'
2,000,001
59,095,49
1,564,97.
15,748,62

$ 76,409,09

$ 4,468,96
2,730,83
7,199,80

45,000,00
52,199,80

82,280,52
(58,071,23)
24,209,29
$ 76,409,09
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Net sales
Cost of sales (Note ¢
Gross profi
Depreciatior
Amortization
Research and development exper
Selling and administrative expens
Total operating expens:
Operating los:

Interest income/expent:
Loss on foreign currency exchan
Other income

Loss before income te

Income tax expense (Note
Net loss

Winyatek Technology Inc.

Combined Carve-Out Statement of Operations
Year ended to December 31, 2009
(EXPRESSED IN NEW TAIWAN DOLLARS)

$ 51,949,381
(27,171,31)
24,778,49
(520,13%)
(9,458,72)
(36,454,65)
(36,336,75)
(82,770,26)
(57,991,76)
127,83¢
(263,190
55,89¢
(58,071,22)

(11
$ (58.071.23
The accompanying notes are an integral part oktfieancial statements.
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Balances at January 1, 200
Issuance of capital stock for ce
Contribution from Goyate

Net loss

Balances at December 31, 20(

Winyatek Technology Inc.

Combined Carve-Out Statement of Changes in Stockholde’ Equity
Year Ended December 31, 2009
(EXPRESSED IN NEW TAIWAN DOLLARS)

Capital Contribution

due from Goyatek

$ 27,292,46
40,000,00
14,988,06

S 8228052

The accompanying notes are an integral part oktfieancial statements.
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Accumulated
Deficit
$ -
(58,071,23)
$(58.071,23

Total
$ 27,292,46
40,000,00
14,988,06
(58,071,23)
$ 24,209,29
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Winyatek Technology Inc.

Combined Carve-Out Statements of Cash Flow
Year Ended December 31, 2009
(EXPRESSED IN NEW TAIWAN DOLLARS)

Cash flows from operating activities

Net loss $ (58,071,23)
Adjustments to reconcile net loss to net cash usegerating activities
Depreciatior 520,13¢
Amortization 9,458,72.
Provision for reduction of inventories to marketue 208,30:
Changes in assets and liabilit
Accounts receivabl (2,097,71)
Inventories (10,205,98)
Prepaid expens¢ (2,000,001)
Trade payable—related party 4,468,96!
Accrued expenses and other payal 2,730,83!
Net cash used in operating activit (54,987,96)
Cash flows from financing activities
Increase in capital contribution due from Goye 54,988,06
Increase in capital collected in adval 45,000,00
Net cash provided by financing activiti 99,988,06
Net increase in cas 45,000,10
Cash
Beginning of yea —
End of yeal $ 45,000,10
Supplemental disclosures of cash flow informa
Interest paic $ 77,65¢
Income tax paic $ 11

The accompanying notes are an integral part oktfieancial statements.
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Notes to Combined Carv-Out Financial Statements
December 31, 2009
(EXPRESSED IN NEW TAIWAN DOLLARS)

1. Business and Basis for Presentation of Combinéthrve-out Financial Statements

Winyatek Technology Inc.(the “Company”) was incorgted under the provisions of the Company Law efRepublic of China (R.O.C) on November 12,
2009. The Company is primarily engaged in the ne$gaesign , development, manufacture and salaofl Flash Controller System-On-Chip, applied & tHD,
SD/MMC, and Card Reader products. In addition,Goenpany provides clients with manufacturing kith&p them finish product certification and onlme&tput in
the shortest time.

Goyatek Technology Inc. (“Goyatek”) started its NBNlash memory business in November 2008 with suithisie operation commencing in 2009 and
announced its intention to separate such businéssiisubsidiary in November 2009. On Novembel0892 the Board of Directors of Goyatek passed aluésn to
approve the spin off and create the Company witlieshapital of $1,000,000 at par value of $10 pare, and subsequently the Company increased #ne sapital
by $39,000,000 at par value of $10 per share. Qze@ber 31, 2009, as part of the spin-off, Goyataksferred its property, equipment and intangiskets with
total carrying amount of $17,313,601 to the Company

As of December 31, 2009, the Company’s issued atgtanding shares were 4,000,000 shares, and GoytageCompany’s ultimate parent company, held a
100% equity interest in the Company.
Basis of preparation

The Combined Carve-out Financial Statements oCihipany have been prepared in accordance with glgnaccepted accounting principles in the United
States of America. The financial statements ofGbenpany as of and for the year ended December0®B, 2epresent a combination of the operations afaiae
NAND Flash memory business of Goyatek during theoglefrom January 1, 2009 to November 17, 2009 wWexe transferred to the Company as discussed a
and the actual operations of the Company aftespire-off for the period from November 18, 2009 tedember 31, 2009.

The financial information included herein may netassarily reflect the results of operations, faxaposition, changes in shareholders’ equity eash
flows of the Company in the future, or what theywebhave been had it been a separate, stand-afbitye £nce the beginning of the period presented.
Balance sheet

Cash represents cash held by the Company as ohibere81, 2009. Accounts receivables representrttaiats directly attributable to sales to custonoérs
the Company’s products. Inventories represent theust on hand as of the balance sheet date relatithgg Company’s products. Trade payables reptéisen
amounts attributable to the purchase of the Compampducts and other related costs directly aitable to the Company.

Capital contribution due from Goyatek primarily repents contribution of working capital as welbdiecation of income and expenses before the
incorporation of the Company.
Statement of operations
Net sales and cost of sal

Sales and cost of sales are distinguished by ptdidecthat the Company used to operate as paboyhatek as if the Company had been a separatedatbi
for the whole year of 2009. Therefore, sales arsd absales represent those related to the opasatibthe NAND Flash memory business of Goyatek.
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Expenses

Personnel expenses are allocated to the Compaey lbasthe percentage of department payroll of Gakyathe percentage applied to the Company fo
allocation is 61.38%. Except for the allocationtbg aforementioned percentage, other incurred esqseare directly charged to the Company as if tregany had
been a separate legal entity. Management beliéagdhe rationale and basis for the expense aitota reasonable.
Financial Items

Financial items include interest income and los$ooeign currency exchange, all of which are crdlittharged directly to the Company as if the Camy)
had been a separate legal entity.
Statement of Changes in Stockholders’ Equity

The Statement of Changes in Stockholders’ Equiprésented based on the assumption that the Contaahlyeen a separate legal entity from January 1,
2009 and reflect capital contributions of the tfan®d fixed assets and intangible assets as ofdarl, 2009 from Goyatek.
Cash Flow Statement

The Cash Flow Statement is presented based orsshengtion that the Company had been a separafesketis from January 1, 2009 with historical
operation incurred or allocated to the Company. ificesase in capital contribution from Goyatek imt#d cash capital of $40,000,000 and the workimitaia
funded from Goyatek during the entire year of 2009.

2. Summary of Significant Accounting Policies

USE OF ESTIMATES

The preparation of financial statements in conftymiith generally accepted accounting principlethie United States requires management to make
estimates and assumptions that affect the amotiatssets and liabilities and the disclosures ofingent assets and liabilities at the date of tharfcial statements
and the amounts of revenues and expenses duringgbging period. Actual results could differ frahose assumptions and estimates.

FOREIGN CURRENCY TRANSACTIONS

Receivables, other monetary assets and liabilitsg®minated in foreign currencies are translatetie spot exchange rates prevailing at the balaheet dat
Exchange gains or losses are recognized in profiss.
ACCOUNTS RECEIVABLE AND ALLOWANCE FOR DOUBTFUL ACCO UNTS

Trade accounts receivable are recorded at thedadamount and do not bear interest. We maintaadlawance for doubtful accounts for estimated dsss
resulting from the potential inability of our custers to make required payments. Our allowancedabtful accounts is based on historical collecgaperience,
adjusted for any specific known conditions or cimafiances. Uncollectable account balances are ahaggenst the allowance when we believe thatptabable
that the receivable will not be recovered.
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INVENTORIES

The perpetual inventory system is adopted for itmgnrecognition. Inventories are stated at cobe €ost is determined using the weigl-average methoc
Finished goods and work in process inventoriesusielmaterial, labor and manufacturing overheadscdste Company regularly reviews and writes dovenvidlue
of inventory as required for estimated obsolescemaenmarketability. At the end of period, inverésrare evaluated at the lower of cost or netzable value, and
the specific identification approach is used in¢bheparison to cost and net realizable value.

SIGNIFICANT CREDIT RISK

The majority of the Company’s customers are locatefaiwan. Concentration of credit risk with resp® accounts receivable is limited due to thgéar
number of customers in various channels comprigiegCompany’s customer base. The Company regudadiuates the adequacy of its allowance for doubtfu
accounts, in the aggregate, have not exceeded miaeag's expectations. No significant bad debts wecuin 2009. It is assessed that no significaadlicrisk will
arise.
PROPERTY AND EQUIPMENT

Property and equipment are recorded at cost. Digi@t is based on the following estimated usefidd of the assets using the straight-line method:

Computer equipmer 5 year
Trial equipmen 3year

Expenditures for repairs and maintenance are camexpense as incurred. Expenditures for majoewels and betterments are capitalized and depeecia
over the remaining useful lives. As assets areeetr sold, the related cost and accumulated degi@n are removed from the accounts and any tiagujain or
loss is included in the results of operations.

INTANGIBLE ASSETS

Patents with finite lives are amortized over thestimated useful lives, which range from two toyears. Software costs are amortized on a stréiighbasis
over their estimated useful lives.
PENSION PLAN

Under R.O.C. defined contribution pension plan,@oenpany contributes monthly an amount based o®%te employe¢ monthly salaries and wages
the employees’ individual pension accounts at theeBu of Labor Insurance. The amount contributeddegnized as pension cost as incurred on anadoasis.
The pension cost for the year ended December 3B atounted to $1,508,813, which is part of the R&pense and selling and administrative expensdiseon
Statement of Operations.

INCOME TAXES

Current income taxes are determined based on detinexes payable or refundable on tax returngh®current year. Deferred income taxes are deteuni
using enacted tax rates for the effect of tempodéffgrences
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between the book and tax bases of recorded assktmhilities. The effect on deferred tax assets kabilities of a change in tax rates is recogdim income in the
period that includes the enactment date. Valuatlmwance on deferred tax assets is provided texhent that it is more likely than not that the beenefit will not
be realized.

The Company’s taxable income or loss was includetie income tax return of Goyatek as the operassgts and liabilities of the Company were not
formally transferred by Goyatek to the Companylubdcember 31, 2009. The Company was effectivelsited as a division of Goyatek through Decembe2G29
Further, there was no tax-sharing agreement betétee@ompany and Goyatek. Since there is a fullatédn allowance against the Company’s deferredssets,
there is no deemed distribution from the Compan@dgatek as the book value of the deferred taxtasseero.

NET SALES AND COST OF SALES

The Compan’s products are fully functional at the time of shgnt and do not require additional production, rficdion, or customization. Revenues fr(
sales of goods are recognized when there is peveuagdence of an arrangement, delivery has oeduthe fee is fixed or determinable, and collecitoreasonabl
assured. Cost of sales includes cost of inventpueshased, cost associated with packaging, stgppimd write down of inventories. Costs and expgiase
recognized as incurred.

IMPAIRMENT OF LONG-LIVED ASSETS

The Company assesses the impairment of lowegh assets, which consist primarily of propedguipment and intangible assets, whenever evertisanmges i
circumstances indicate that such assets might peired and the carrying value may not be recoverdblents or changes in circumstances that magatelthat an
asset is impaired include significant decreaselemmarket value of an asset, significant undegoeréance relative to expected historical or projgdteure results ¢
operations, a change in the extent or manner iclwan asset is utilized, significant declines ia éstimated fair value of the overall Company feustained period,
shifts in technology, loss of key management os@enel, changes in the Company’s operating modstrategy and competitive forces. If events or geann
circumstances indicate that the carrying amouinoisset may not be recoverable and the expectisconnted future cash flows attributable to theeaare less
than the carrying amount of the asset, an impaitiess equal to the excess of the assedirrying value over its fair value is recordedir Walue is determined bas
on the present value of estimated expected fush lows using a discount rate commensurate Wélrisk involved, quoted market prices or appraisddes,
depending on the nature of the assets.

RESEARCH AND DEVELOPMENT EXPENSE

Research and development expense consists ofinostsed in performing research and developmerividies including salaries, employee benefits, agnt
utilities, and test costs. Research and developowsis are expensed as incurred.

SELLING AND ADMINISTRATIVE EXPENSE

Selling and administrative expense consists ofrieslaemployee benefits, travel costs, rentalitiel and other miscellaneous expenses. The Company
expenses selling and administrative costs as iedurr
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RECENT ACCOUNTING PRONOUNCEMENTS

In December 2007, the Financial Accounting Stansl®&olard (FASB) revised the authoritative guidararebisiness combinations, which establis
principles and requirements for how the acquir@rrécognizes and measures in its financial statesrbe identifiable assets acquired, the liabditaissumed, and
any noncontrolling interest in the acquiree, (lgognizes and measures the goodwill acquired imtiseness combination or a gain from a bargain msehand
(c) determines what information to disclose to émaisers of the financial statements to evaluaetture and financial effects of the business doation. The
guidance applies prospectively to the Company’sn@ss combinations, if any, for which the acquisitdate was on or after January 1, 2009. In ARUD, the
FASB issued a new guidance that amends and cktfiinitial recognition and measurement, subsegueasurement and accounting, and disclosuresetsaand
liabilities arising from contingencies in a busise®mbination. There were no business combinatio609 and therefore, the adoption of this guigamas no
impact to the financial statements.

In May 2009, the FASB issued new accounting guidaetating to subsequent events, which establigaesral standards of accounting for and disclosfire
events that occur after the balance sheet datedfate financial statements are issued or areahlailto be issued. In February 2010, the FASB aextituis
guidance. The new guidance eliminates the requinéfioe an SEC filer to disclose the date througlicllit has evaluated subsequent events, clarifiepéeriod
through which conduit bond obligors must evaluatesequent events, and refines the scope of thslise requirements for reissued financial stateméintities
that are not SEC filers are required to disclogh liwe date through which subsequent events heare dealuated and whether that date representathette
financial statements were issued or available ts$ged. This accounting guidance is effectivariterim or annual periods ending after June 15920bie
Company has adopted this guidance in connectidmtivé issuance of its 2009 financial statements Kszte 11).

Effective July 2009, the FASB adopted the FASB Agting Standards Codification, or the Codificatian,the official single source of authoritative U.S
GAAP. All existing accounting standards are supdese All other accounting guidance not includethia Codification will be considered nonauthoritatiihe
Cadification also includes all relevant SEC guidancganized using the same topical structure iarsgp sections within the Codification. Followirngt
Codification, FASB will not issue new standardghe form of Statements, FASB Staff Positions or Ejimg Issues Task Force Abstracts. Instead, itigsilie
Accounting Standards Updates, which will servepdate the Codification, provide background inforimatbout the guidance and provide the basis foclesions
on the changes to the Codification. The Codificat®not intended to change U.S. GAAP, but it wilange the way U.S. GAAP is organized and presefitesl
Codification is effective for interim and annuakioels ending after September 15, 2009. There wilhb change to the financial statements due toemehtation of
the Codification other than changes in referenceatus authoritative accounting pronouncementiénNotes to Combined Carve-Out Financial Statesnen

In October 2009, the FASB reached final consensaus wew revenue recognition guidance regardingngv@rrangements with multiple deliverables. The
new accounting guidance addresses how to detemnfieéher an arrangement involving multiple delivéealzontains more than one unit of accounting,teowd the
arrangement consideration should be allocated artfengeparate units of accounting. The new accogigiidance is effective for fiscal years beginrafigr
June 15, 2010 and may be applied retrospectivepyaspectively for new or materially modified arggments. Early adoption is permitted. The Compamesdot
expect that the adoption of this guidance will haveaterial impact on its financial position, résuf operations or disclosures.
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Winyatek Technology Inc.

Notes to Combined Carv-Out Financial Statement—(Continued)
December 31, 2009
(EXPRESSED IN NEW TAIWAN DOLLARS)

3. Cash

Cash in banl

Cash in bank are not restricted or pledged.

4. Accounts Receivable

Accounts receivabl

The collection term is 30 days. There was no alloeafor doubtful accounts as of December 31, 2009.

Customer

A
Others

5. Inventories

Work in proces:
Finished good
Merchandise

Less: Allowance for reduction of inventory to markealue

6. Property and Equipment—Net

Computer equipmer

Trial equipmen

Total property and equipme
Less: Accumulated depreciati
Net property and equipme

Depreciation was $520,138 for the year ended Deeeib, 2009.
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December 31, 20C
$ 45,000,10

December 31, 20C
$ 2,097,71

Amount
$1,104,70:
993,00¢
$2,097,71.

December 31, 20C
$ 7,228,01
1,712,52:
1,265,44.
10,205,98
(208,30)

December 31, 20C

$  828,45.
1,628,001
2,456,45;
(891,48()

$ 156497
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Winyatek Technology Inc.

Notes to Combined Carv-Out Financial Statement—(Continued)
December 31, 2009
(EXPRESSED IN NEW TAIWAN DOLLARS)

7. Intangible Assets

December 31, 200

Gross Carrying
Amount

Accumulated
Amortization

Net

Amortized intangible asse
Software $ 3,376,17!
Patents 25,000,00!

$ (2,90532) $ 470,84
(9,722.21)) 15,277,78

Total $ 28,376,17

$ (12,627,54)  $ 15,748,62

8. Income Tax
1) Income tax and income tax payable as of Dece®be2009 were calculated as follows:

Income tax expens
Income tax pait

Income tax payabl

2) As of December 31, 2009, the deferred incometasets and liabilities were as follows:

Deferred tax asse
—Non Curreni
Less: Valuation allowanc

3) As of December 31, 2009, temporary differenbes tesulted in deferred assets were as follows:
Deferred tax asse Amount
Non-current:

Loss carryforwarc $39,96¢
Less: Valuation allowanc

9. Related Party Transactions and Balances

Name of related party
Goyatek Technology Inc

1) Trade payables

Goyatek Technology Inc

The payment term is 30 days.

Other payables
Goyatek Technology Inc
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December 31, 20C

$ 11
(11)

$ -
$ 7,99¢

7,994

Income tax effec

$

7,994

(7,999

$

Relations

hip with

the Company

Parent Compar

December 31, 20C

$

4,468,961

December 31, 20C

$

2,690,75!
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Winyatek Technology Inc.

Notes to Combined Carv-Out Financial Statement—(Continued)
December 31, 2009
(EXPRESSED IN NEW TAIWAN DOLLARS)

The value added tax on the purchase of assets aimgum $2,000,000 and other professional senees fwere paid by Goyatek on behalf of the Company.
2) Purchases of inventories
For the year ende(

December 31, 20C
Goyatek Technology Inc $ 37,168,99

The purchase price is negotiated with Goyatek.
3) Purchase of Property, Equipment and Intangible Asets

For the year ende(

December 31, 20C

Goyatek Technology Inc
Intangible Asset

Software $ 470,84!
Patents 15,277,78
Property and Equipme 1,564,97.
$ 17,313,60

10. Commitment

The Company leases its office space under operkgasgs. The future minimum rental commitmentghese non-cancelable contracts at December 31, 2009
are as follows:

December 31, 20C

2010 $ 1,728,00!
2011 2,304,001
2012 2,304,001
2013 576,00(

$ 691200

11. Subsequent event

The Company has performed an evaluation of subs¢gwents through August 12, 2010, the date ofiisse of the financial statements. In connectioh wit
the reissuance of the financial statements, theg@doymhas evaluated subsequent events through Neve&snB010, the date of reissuance of such fin&ncia
statements.

On December 31, 2009, the Company received cashpitsl collected in advance from Power Quotieterdmational Co., Ltd., amounting to $45,000,000 for
3,000,000 shares. On January 13, 2010, the capitaected in advance was transferred into equitgrahe Company received legal approval from Miyistr
Economic Affairs R.O.C. The Company’s total outsliag shares were 7,000,000 shares after the cémtalPower Quotient International Co., Ltd withdéebnal
paid in capital of $15,000,000.

On June 30, 2010, Inphi International Pte Ltd.,hemlNy owned subsidiary of Inphi Corporation acqdife00% shares of the Company.
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