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Item1.Financial Statements

MICROCHIP TECHNOLOGY INCORPORATED AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share amounts)
(unaudited)

ASSETS

December 31,
2012

Cash and cash equivalents $465,293
Short-term investments 1,157,010
Accounts receivable, net 177,502
Inventories 261,594
Prepaid expenses 30,008
Deferred tax assets 129,704
Other current assets 75,472
Total current assets 2,296,583
Property, plant and equipment, net 522,737
Long-term investments 149,662
Goodwill 263,311
Intangible assets, net 570,804
Other assets 40,427
Total assets $3,843,524
LIABILITIES AND STOCKHOLDERS' EQUITY

Accounts payable $54,051
Accrued liabilities 119,617
Deferred income on shipments to distributors 122,611
Total current liabilities 296,279
Junior convertible debentures 361,409
Long-term line of credit 610,000
Long-term income tax payable 181,418
Deferred tax liability 445,492
Other long-term liabilities 21,840

Stockholders' equity:

Preferred stock, $0.001 par value; authorized 5,000,000 shares; no shares issued or

outstanding

Common stock, $0.001 par value; authorized 450,000,000 shares; 218,789,994 shares
issued and 195,341,885 shares outstanding at December 31, 2012; 218,789,994 shares195
issued and 193,150,532 shares outstanding at March 31, 2012

Additional paid-in capital 1,273,455
Retained earnings 1,362,472
Accumulated other comprehensive income 6,774

Common stock held in treasury: 23,448,109 shares at December 31, 2012; 25,639,462 (715.810
shares at March 31, 2012 ’

Total stockholders' equity 1,927,086
Total liabilities and stockholders' equity $3,843,524

March 31,
2012
$635,755
823,254
170,201
217,278
25,658
91,191
52,524
2,015,861
516,611
328,586
93,513
90,436
38,769
$3,083,776

$50,287
88,877
108,709
247,873
355,050
70,490
411,368
8,322

193

1,268,907
1,499,365
3,101

(780,893

1,990,673
$3,083,776
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MICROCHIP TECHNOLOGY INCORPORATED AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share amounts)
(Unaudited)

Net sales

Cost of sales (1)

Gross profit

Operating expenses:

Research and development (1)

Selling, general and administrative (1)
Amortization of acquired intangible assets
Special charges (income)

Operating income

Losses (gains) on equity method investments
Other income (expense):

Interest income

Interest expense

Other, net

Income before income taxes

Income tax (benefit) provision

Net income

Basic net income per common share
Diluted net income per common share
Dividends declared per common share
Basic common shares outstanding
Diluted common shares outstanding

(1) Includes share-based compensation expense as

follows:

Cost of sales

Research and development
Selling, general and administrative

See accompanying notes to condensed consolidated financial statements
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Three Months Ended

December 31,
2012
$416,047
215,619
200,428

71,377
69,368
39,711
2,559
183,015

17,413
(229 )

3,813

(11,077 )
(228 )
9,692

(481 )
$10,173
$0.05

$0.05

$0.352
194,958
204,405

$1,834
6,172
6,114

2011
$329,156
143,668
185,488

44,256
51,087
2,678
(660
97,361

88,127
14

4,374
(8,994
156
83,677
6,188
$77,489
$0.40
$0.38
$0.348
191,640
203,291

$1,369
3,851
4,742

Nine Months Ended

December 31,
2012
$1,151,479
552,059
599,420

184,285
196,727
71,615
24,953
477,580

121,840

(382 )

11,889

(30,983 )

311
102,675
34,976
$67,699
$0.35
$0.33
$1.053
194,157
204,553

$5,758
16,562
22,339

2011
$1,044,265
440,617
603,648

134,937
158,603
8,161
(660
301,041

302,607
(60

12,408
(25,920
(1,262
287,773
31,704
$256,069
$1.34
$1.26
$1.041
190,854
202,686

$4,376
10,820
13,274
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MICROCHIP TECHNOLOGY INCORPORATED AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

(Unaudited)
Three Months Ended
December 31,
2012 2011
Net income $10,173 $77,489

Other comprehensive income (loss), net of tax:

Change in net unrealized holding (loss) gain on available-for-sale 214 ) (1159

securities

Change in net foreign currency translation adjustment 299 —
Other comprehensive income (loss) 85 (1,159
Total comprehensive income $10,258 $76,330

See accompanying notes to condensed consolidated financial statements

Nine Months Ended
December 31,

2012 2011
$67,699 $256,069
2,234 (5,112
1,439 —

3,673 (5,112
$71,372 $250,957

)

)
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MICROCHIP TECHNOLOGY INCORPORATED AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(Unaudited)

Nine Months Ended

December 31,

2012 2011
Cash flows from operating activities:
Net income $67,699 $256,069
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 140,468 75,170
Deferred income taxes (9,981 ) 7,185
Share-based compensation expense related to equity incentive plans 38,713 28,470
Excess tax benefit from share-based compensation (154 ) (441
Convertible debt derivatives - revaluation and amortization 253 427
Amortization of convertible debenture issuance costs 164 165
Amortization of debt discount on convertible debentures 6,106 5,580
Losses on equity method investments 382 60
Gain on sale of assets (256 ) (212
Loss on write-down of fixed assets 400 —
Unrealized impairment loss on available-for-sale investments 412 3,213
Special income — (1,000
Changes in operating assets and liabilities:
Decrease in accounts receivable 52,839 31,925
Decrease (increase) in inventories 47,146 (36,297
Increase (decrease) in deferred income on shipments to distributors 2,526 (24,258
Decrease in accounts payable and accrued liabilities (58,539 ) (67,198
Change in other assets and liabilities 33,000 15,140
Net cash provided by operating activities 321,178 293,998
Cash flows from investing activities:
Purchases of available-for-sale investments (646,424 ) (962,119
Sales and maturities of available-for-sale investments 517,707 793,238
Acquisition of SMSC, net of cash acquired (731,746 ) —
Other business acquisitions, net of cash acquired (20,556 ) —
Investments in other assets (4,018 ) (6,878
Proceeds from sale of assets 306 212
Capital expenditures (36,076 ) (58,582
Net cash used in investing activities (920,807 ) (234,129
Cash flows from financing activities:
Proceeds from borrowings on line of credit 610,000 —
Payment of cash dividend (204,592 ) (198,919
Proceeds from sale of common stock 22,619 40,410
Excess tax benefit from share-based compensation 154 441
Net cash provided by (used in) financing activities 428,181 (158,068
Effect of foreign exchange rate changes on cash and cash equivalents 986 —
Net decrease in cash and cash equivalents (170,462 ) (98,199

Cash and cash equivalents at beginning of period 635,755 703,924
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See accompanying notes to condensed consolidated financial statements
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MICROCHIP TECHNOLOGY INCORPORATED AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(1)Basis of Presentation

The accompanying unaudited condensed consolidated financial statements include the accounts of Microchip
Technology Incorporated and its wholly-owned subsidiaries (the Company). All intercompany balances and
transactions have been eliminated in consolidation. The Company owns 100% of the outstanding stock in all of its
subsidiaries.

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with
generally accepted accounting principles in the United States of America, pursuant to the rules and regulations of the
Securities and Exchange Commission (the SEC). The information furnished herein reflects all adjustments which are,
in the opinion of management, of a normal recurring nature and necessary for a fair statement of the results for the
interim periods reported. Certain information and footnote disclosures normally included in audited consolidated
financial statements have been condensed or omitted pursuant to such SEC rules and regulations. It is suggested that
these condensed consolidated financial statements be read in conjunction with the audited consolidated financial
statements and the notes thereto included in the Company's Annual Report on Form 10-K for the fiscal year ended
March 31, 2012. The results of operations for the nine months ended December 31, 2012 are not necessarily
indicative of the results that may be expected for the fiscal year ending March 31, 2013 or for any other period.

As further discussed in Note 2, on August 2, 2012, the Company completed its acquisition of Standard Microsystems
Corporation (SMSC) and the Company's second and third quarter fiscal 2013 financial results include SMSC's results
beginning as of the acquisition date.

(2) Business Acquisitions

Acquisition of SMSC

On August 2, 2012, the Company acquired SMSC, a publicly traded company based in Hauppauge, New York, for
$37.00 per share in cash and the exchange of certain share-based payment awards, or a total of $919.6 million. As a
result of the acquisition, SMSC became a wholly owned subsidiary of the Company. SMSC is a leading developer of
smart mixed-signal connectivity solutions. SMSC is focused on delivering connectivity solutions that enable the
proliferation of data in automobiles, consumer devices, PCs and other applications. The Company's primary reason for
this acquisition was to expand the Company's range of solutions, products and capabilities in the automotive,
industrial, computing, consumer and wireless audio markets by extending its served available market.

The acquisition was accounted for under the purchase method of accounting, with the Company as the acquirer, and
the operating results of SMSC have been included in the Company's consolidated financial statements as of the
closing date of the acquisition. Under the purchase method of accounting, the aggregate amount of consideration paid
by the Company was allocated to SMSC's net tangible assets and intangible assets based on their estimated fair values
as of August 2, 2012. The excess purchase price over the value of the net tangible assets and intangible assets was
recorded to goodwill. The goodwill has been allocated to the semiconductor products reporting segment. None of the
goodwill related to the SMSC acquisition is deductible for tax purposes. The Company retained an independent
third-party appraiser to assist management in its valuation; however, the purchase price allocation has not been
finalized. This could result in adjustments to the carrying value of the assets acquired and liabilities assumed, the
useful lives of intangible assets and residual amount allocated to goodwill. The preliminary allocation of the purchase
price is based on the best estimates of management and is subject to revision based on the final valuations and
estimates of useful lives.

10
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The table below represents the preliminary allocation of the purchase price to the net assets acquired based on their
estimated fair values as of August 2, 2012, as well as the associated estimated useful lives of the acquired intangible

assets at that date:

Assets acquired

August 2, 2012
(in thousands)

Cash and cash equivalents $180,925
Accounts receivable, net 58,441
Inventories 86,244
Prepaid expenses 5,617
Deferred tax assets 13,717
Other current assets 18,248
Property, plant and equipment, net 36,210
Long-term investments 24,275
Goodwill 161,063
Intangible assets, net 10,214
Purchased intangible assets 517,800
Other assets 3,835
Total assets acquired 1,116,589
Liabilities assumed

Accounts payable (28,035
Accrued liabilities (54,992
Deferred income on shipments to distributors (11,376
Long-term income tax payable (72,312
Deferred tax liability (20,194
Other liabilities (10,079
Total liabilities assumed (196,988
Purchase price allocated $919,601

The total purchase price of $919.6 million includes approximately $6.9 million of non-cash consideration for the
exchange of certain share-based payment awards for the Company's stock awards. The amount of cash paid by the
Company, net of cash acquired from SMSC of $180.9 million, was $731.8 million.

Purchased Intangible Assets Useful Life August 2, 2012
(in years) (in thousands)

Core/developed technology 7-15 $238,100

In-process technology 7-15 80,300

Corporate trade name 1 2,300

Product trademarks 6 11,700

Customer-related 5 163,500

Backlog 1 21,900
$517,800

8

— N N N N N
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Purchased intangible assets include core and developed technology, in-process research and development, trademarks
and trade names, customer-related intangibles and backlog. The estimated fair values of the core and developed
technology and in-process research and development were determined based on the present value of the expected cash
flows to be generated by the respective existing technology or future technology. The core and developed technology
intangible assets are being amortized on a technology-by-technology basis with the amortization recorded for each
technology commensurate with the expected cash flows used in the initial determination of fair value. In-process
technology is capitalized until such time the related projects are completed or abandoned at which time the capitalized
amounts will begin to be amortized or written off.

Trademarks and trade names include SMSC's corporate trade name as well as SMSC's product trademarks. The
estimated fair value of the trademarks and trade names was determined based on the income approach, using the relief
from royalty methodology. Trademarks and trade names are considered by the Company to be finite-lived assets and
are being amortized using the straight-line method, which management believes is materially consistent with the
pattern of benefit to be realized by these assets.

Customer-related intangible assets consist of SMSC's contractual relationships and customer loyalty related to its
distributor and end-customer relationships, and the fair values of the customer-related intangibles were determined
based on SMSC's projected revenues. An analysis of expected attrition and revenue growth for existing customers was
prepared from SMSC's historical customer information. Customer relationships are being amortized in a manner
consistent with the estimated cash flows associated with the existing customers and anticipated retention rates.
Backlog relates to the value of orders not yet shipped by SMSC at the acquisition date, and the preliminary fair values
were based on the estimated profit associated with those orders. Backlog related assets are being recognized
commensurate with recognition of the revenue for the orders on which the backlog intangible assets were determined.
Amortization expense associated with acquired intangible assets is not deductible for tax purposes. Thus,
approximately $10.1 million was established as a net deferred tax liability for the future amortization of the intangible
assets.

The amount of SMSC net sales included in the Company's condensed consolidated statements of income for the three
months ended December 31, 2012 was $93.9 million. The amount of SMSC net sales included in the Company's
condensed consolidated statements of income for the period August 2, 2012 to December 31, 2012 was $142.1
million. The operations of SMSC were fully integrated into the Company's operations as of December 1, 2012 and as
such, cost of sales and operating expenses were no longer segregated in the three months ended December 31, 2012.
The following unaudited pro-forma consolidated results of operations for the three and nine-month periods ended
December 31, 2012 and 2011 assume the SMSC acquisition occurred as of April 1, 2011. The pro forma results of
operations are presented for informational purposes only and are not indicative of the results of operations that would
have been achieved if the acquisition had taken place on April 1, 2011 or of results that may occur in the future
(amounts in thousands):

Three Months Ended Nine Months Ended

December 31, December 31,

2012 2011 2012 2011
Net sales $416,047 $435,317 $1,312,451  $1,342,502
Net income 42,157 40,705 136,056 56,922
Basic earnings per share $0.22 $0.21 $0.70 $0.30
Diluted earnings per share $0.21 $0.20 $0.67 $0.28

Acquisition of Roving Networks

On April 18, 2012, the Company acquired Roving Networks, a privately-held company. Roving Networks is an
innovator in low-power embedded Wi-Fi and Bluetooth solutions based in Los Gatos, California. The business

13
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acquisition was accounted for under the purchase method of accounting. Total consideration paid for this business
was approximately $20.6 million. The acquisition also included contingent consideration with an estimated fair value
at the date of purchase of approximately $14.7 million. The initial purchase price of the acquisition resulted in
purchased intangible assets of approximately $22.8 million and goodwill of approximately $8.7 million which was all
allocated to the Company's semiconductor products segment. Purchased intangible assets included $10.6 million of
developed technology, $10.6 million of customer-related intangibles, $0.3 million of backlog and $1.3 million of
in-process research and development. The purchased intangible assets (other than in-process technology and backlog)
are being amortized over their expected useful lives
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which range between four and ten years. Backlog is being amortized over one year and in-process research and
development is capitalized until such time the related projects are completed or abandoned at which time the
capitalized amounts will begin to be amortized or written off.

(3)Recently Issued Accounting Pronouncements

In the fourth quarter of fiscal 2012, the Company early adopted a new standard for the assessment of goodwill
impairment, which permits an entity to first assess qualitative factors to determine whether it is more likely than not (a
likelihood of more than 50%) that the fair value of a reporting unit is less than its carrying amount. After assessing
qualitative factors, if an entity determines that it is not more likely than not that the fair value of a reporting unit is less
than its carrying amount, no further testing is necessary. If an entity determines that it is more likely than not that the
fair value of a reporting unit is less than its carrying amount, then the traditional two-step goodwill impairment test
must be performed. The Company applied this standard to its March 31, 2012 goodwill impairment test, concluding
that it was not more likely than not that the fair value of its two reporting units were less than the carrying amounts.

In June 2011, the Financial Accounting Standards Board (FASB) issued an amendment to the existing guidance on the
presentation of comprehensive income. Under the amended guidance, entities have the option to present the
components of net income and other comprehensive income in either a single continuous statement of comprehensive
income or in two separate but consecutive statements. Entities no longer have the option of presenting the components
of other comprehensive income within the statement of changes in stockholders' equity. This amendment is effective
on a retrospective basis for fiscal years, and interim periods within those years, beginning after December 15, 2011,
which for the Company is the first quarter in fiscal 2013. The adoption of this amendment resulted in the Company
presenting net income and other comprehensive income in two separate but consecutive statements. The adoption of
this amendment did not have any impact on the Company's condensed consolidated financial statements and related
disclosures.

In May 2011, the FASB issued amendments to the existing guidance on fair value measurement. The amendments are
intended to create consistency between U.S. generally accepted accounting standards and International Financial
Reporting Standards on measuring fair value and disclosing information about fair value measurements. The
amendments clarify the application of existing fair value measurement requirements including (i) the application of
the highest and best use valuation premise concepts, (ii) measuring the fair value of an instrument classified in a
reporting entity's stockholders' equity, and (iii) quantitative information required for fair value measurements
categorized within Level 3. In addition, the amendments require additional disclosure for Level 3 measurements
regarding the sensitivity of fair value to changes in unobservable inputs and any interrelationships between those
inputs. These amendments are effective for interim and annual periods beginning after December 15, 2011, which for
the Company is fiscal year 2013. These changes are required to be applied prospectively. The adoption of these
amendments will not have a material impact on the Company's condensed consolidated financial statements and
related disclosures.

(4)Reclassification of Prior Periods

The Company identified certain amounts of its amortization of acquired intangible assets that were incorrectly
included within cost of sales. The Company previously corrected this presentation in the second quarter of fiscal 2013,
and has conformed previous periods to the current presentation. The effect on cost of sales, gross profit and gross

margins is immaterial in all periods. The amounts adjusted in each prior period are as follows:

Three Months Ended December 31, 2011
As Reported As Adjusted

15



Cost of sales
Gross profit
Gross margin

Cost of sales
Gross profit
Gross margin

10

Edgar Filing: MICROCHIP TECHNOLOGY INC - Form 10-Q

$145,377 $143,668
183,779 185,488
55.8 % 56.4 %

Nine Months Ended December 31, 2011

As Reported As Adjusted

$445,744 $440,617

598,521 603,648

57.3 % 57.8 %
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Also in the second quarter of fiscal 2013, the Company determined it would separately present amortization of
acquired intangible assets within operating expenses, rather than including amortization within selling, general and
administrative expenses. The Company believes this presentation better aligns with management's internal reporting,
and better reflects the ongoing costs of the Company's operations.

This reclassification does not affect the Company's operating income, income before income taxes, income tax
provision or net income for any of the years presented.

(5) Special Charges

During the three and nine months ended December 31, 2012, the Company incurred approximately $2.6 million and
$13.4 million, respectively, of severance-related, office closing, and other costs associated with the acquisition of
SMSC. Also, during the nine months ended December 31, 2012, the Company incurred legal settlement costs of
approximately $11.5 million for certain legal matters related to Silicon Storage Technology, Inc. (which the Company
acquired in April 2010) in excess of previously accrued amounts.

During the three months ended December 31, 2011, the Company recognized $0.7 million of special income
associated with prior year acquisitions comprised of a $1.0 million favorable adjustment to contingent consideration
offset by $0.3 million of severance-related charges.

(6) Segment Information

The Company's reportable segments are semiconductor products and technology licensing. The Company does not
allocate operating expenses, interest income, interest expense, other income or expense, or provision for or benefit
from income taxes to these segments for internal reporting purposes, as the Company does not believe that allocating
these expenses is beneficial in evaluating segment performance. Additionally, the Company does not allocate assets
to segments for internal reporting purposes as it does not manage its segments by such metrics.

The following table represents revenues and gross profit for each segment for the three and nine months ended
December 31, 2012 (amounts in thousands):

Three Months Ended Nine Months Ended

December 31, 2012 December 31, 2012

Net Sales Gross Profit Net Sales Gross Profit
Semiconductor products $394,709 $179,090 $1,089,738 $537,679
Technology licensing 21,338 21,338 61,741 61,741

$416,047 $200,428 $1,151,479 $599,420

The following table represents revenues and gross profit for each segment for the three and nine months ended
December 31, 2011 (amounts in thousands):

Three Months Ended Nine Months Ended

December 31, 2011 December 31, 2011

Net Sales Gross Profit Net Sales Gross Profit
Semiconductor products $306,099 $162,441 $978,577 $538,465
Technology licensing 23,057 23,047 65,688 65,183

$329,156 $185,488 $1,044,265 $603,648

17
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(7) Investments

The Company's investments are intended to establish a high-quality portfolio that preserves principal, meets liquidity
needs, avoids inappropriate concentrations, and delivers an appropriate yield in relationship to the Company's
investment guidelines and market conditions. The following is a summary of available-for-sale and marketable equity
securities at December 31, 2012 (amounts in thousands):
Available-for-sale Securities
Gross Gross

Adjusted Unrealized Unrealized Esgmated
Cost . Fair Value
Gains Losses
Government agency bonds $522,195 $458 $(119 ) $522,534
Municipal bonds 25,049 205 (28 ) 25,226
Auction rate securities 33,509 301 — 33,810
Corporate bonds and debt 715,472 5,311 (34 ) 720,749
Marketable equity securities 5,270 — 917 ) 4,353
$1,301,495 $6,275 $(1,098 ) $1,306,672

The following is a summary of available-for-sale and marketable equity securities at March 31, 2012 (amounts in
thousands):
Available-for-sale Securities

Adjusted Gross . Gross . Estimated
Unrealized Unrealized )
Cost . Fair Value
Gains Losses
Government agency bonds $342,025 $476 $(397 ) $342,104
Municipal bonds 19,888 234 — 20,122
Auction rate securities 10,246 — — 10,246
Corporate bonds and debt 770,891 4,150 (937 ) 774,104
Marketable equity securities 5,864 188 (788 ) 5,264
$1,148,914 $5,048 $(2,122 ) $1,151,840

At December 31, 2012, the Company's available-for-sale debt securities, and marketable equity securities are
presented on the condensed consolidated balance sheets as short-term investments of $1,157.0 million and long-term
investments of $149.7 million. At March 31, 2012, the Company’s available-for-sale debt securities and marketable
equity securities are presented on the condensed consolidated balance sheets as short-term investments of $823.3
million and long-term investments of $328.6 million.

At December 31, 2012, the Company evaluated its investment portfolio and noted unrealized losses of $0.2 million on
its debt securities, and $0.9 million on its marketable equity securities, respectively, which were due to fluctuations in
interest rates, credit market conditions, and/or market prices. Management does not believe any of the unrealized
losses represent an other-than-temporary impairment based on its evaluation of available evidence as of December 31,
2012 and the Company's intent is to hold these investments until these assets are no longer impaired, except for the
ARS described above and certain equity investments that are actively being sold. For those debt securities not
scheduled to mature until after December 31, 2013, such recovery is not anticipated to occur in the next year and these
investments have been classified as long-term investments.

The amortized cost and estimated fair value of the available-for-sale securities at December 31, 2012, by maturity,

excluding marketable equity securities of $4.4 million and corporate debt of $5.7 million, which have no contractual
maturity, are shown below (amounts in thousands). Expected maturities can differ from contractual maturities
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because the issuers of the securities may have the right to prepay obligations without prepayment penalties, and the
Company views its available-for-sale securities as available for current operations.
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Gross

Gross

Adjusted Unrealized Unrealized Es‘gmated
Cost . Fair Value
Gains Losses
Available-for-sale
Due in one year or less $359,924 $1,594 $(1 ) $361,517
Due after one year and through five years 857,067 4,371 (125 ) 861,313
Due after five years and through ten years 45,175 98 (55 ) 45,218
Due after ten years 28,377 212 — 28,589
$1,290,543 $6,275 $(181 ) $1,296,637

The Company had no material realized gains or losses from the sale of available-for-sale marketable equity securities
or debt securities during either of the three or nine-month periods ended December 31, 2012 or December 31, 2011.

Marketable Equity Investments

The Company had marketable equity investments with a fair value of $4.4 million as of December 31, 2012. Cash
dividends and other distributions of earnings from the investees, if any, are included in other income at the date of
record. The Company has classified the shares owned in these companies as marketable securities. At December 31,
2012 the Company had an unrealized loss in other comprehensive income of $0.9 million on these marketable
securities. The Company did not recognize an impairment charge on these investments in the three and nine months
ended December 31, 2012 compared to impairment charges of $0.2 million and $2.4 million, respectively, in the three
and nine months ended December 31, 2011 due to the current market price and active selling of certain shares.

Non-marketable Equity Investments

The Company has certain investments in privately held companies with a carrying value of $7.3 million at
December 31, 2012. The investments in privately held companies are accounted for using the cost or the equity
method of accounting, as appropriate. Each period the Company evaluates whether an event or change in
circumstances has occurred that may indicate an investment has been impaired. If upon further investigation of such
events the Company determines the investment has suffered a decline in value that is other than temporary, the
Company writes down the investment to its estimated fair value. The Company recognized impairment charges of
$0.5 million during the three and nine months ended December 31, 2012. There were no impairment charges
recognized on these investments in the three and nine months ended December 31, 2011. These investments are
included in other assets on the condensed consolidated balance sheet.

(8)Fair Value Measurements

Accounting rules for fair value clarify that fair value is an exit price, representing the amount that would be received

to sell an asset or paid to transfer a liability in an orderly transaction between market participants. As such, fair value
is a market-based measurement that should be determined based on assumptions that market participants would use in
pricing an asset or liability. As a basis for considering such assumptions, the Company utilizes a three-tier fair value
hierarchy, which prioritizes the inputs used in measuring fair value as follows:

Level 1- Observable inputs such as quoted prices in active markets;

Level 2- Inputs, other than the quoted prices in active markets, that are observable either directly or indirectly; and
Level Unobservable inputs in which there is little or no market data, which require the reporting entity to develop its
3- own assumptions.
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Marketable Debt Instruments

Marketable debt instruments include instruments such as corporate bonds and debt, government agency bonds, bank
deposits, municipal bonds, and money market fund deposits. When the Company uses observable market prices for
identical securities that are traded in less active markets, the Company classifies its marketable debt instruments as
Level 2. When observable market prices for identical securities are not available, the Company prices its marketable
debt instruments using non-binding market consensus prices that are corroborated with observable market data;
quoted market prices for similar instruments; or pricing models, such as a discounted cash flow model, with all

significant inputs derived from or corroborated with observable market data. Non-binding market consensus prices are

based on the proprietary valuation models of pricing

13
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providers or brokers. These valuation models incorporate a number of inputs, including non-binding and binding
broker quotes; observable market prices for identical or similar securities; and the internal assumptions of pricing
providers or brokers that use observable market inputs and, to a lesser degree, unobservable market inputs. The
Company corroborates non-binding market consensus prices with observable market data using statistical models
when observable market data exists. The discounted cash flow model uses observable market inputs, such as
LIBOR-based yield curves, currency spot and forward rates, and credit ratings.

Assets and Liabilities Measured at Fair Value on a Recurring Basis
Assets and liabilities measured at fair value on a recurring basis at December 31, 2012 are as follows (amounts in

thousands):
Quoted Prices

in Active gltigﬁcam Significant
Markets for Unobservable  Total
. Observable
Identical Inputs Balance
Inputs

Instruments (Level 2) (Level 3)

(Level 1)
Assets
Money market mutual funds $50,346 $— $— $50,346
Marketable equity securities 4,353 — — 4,353
Corporate bonds and debt — 715,068 5,681 720,749
Government agency bonds — 522,534 — 522,534
Deposit accounts — 414,947 — 414,947
Municipal bonds — 25,226 — 25,226
Auction rate securities — — 33,810 33,810
Total assets measured at fair value $54,699 $1,677,775 $39,491 $1,771,965
Liabilities
Contingent consideration $— $— $16,474 $16,474
Total liabilities measured at fair value $— $— $16,474 $16,474

Assets measured at fair value on a recurring basis at March 31, 2012 are as follows (amounts in thousands):

Quoted Prices g

. . Significant s

in Active Other Significant

Markets for Unobservable  Total

. Observable
Identical Inputs Balance
Inputs

Instruments (Level 2) (Level 3)

(Level 1)
Money market fund deposits $232.219 $— $— $232,219
Marketable equity securities 5,264 — — 5,264
Corporate bonds and debt — 769,479 4,625 774,104
Government agency bonds — 342,104 — 342,104
Deposit accounts — 403,536 — 403,536
Municipal bonds — 20,122 — 20,122
Auction rate securities — — 10,246 10,246
Total assets measured at fair value $237,483 $1,535,241 $14,871 $1,787,595
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There were no transfers between Level 1 and Level 2 during the three and nine months ended December 31, 2012 or
the year ended March 31, 2012.

The Company estimated the fair value of its ARS, which are classified as Level 3 securities, based on the following:

(i) the underlying structure of each security; (ii) the present value of future principal and interest payments discounted
at rates

14
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considered to reflect current market conditions; (iii) consideration of the probabilities of default, auction failure, or

repurchase at par for each period; and (iv) estimates of the recovery rates in the event of default for each security. The

estimated fair values that are categorized as Level 3 as well as the marketable equity securities could change
significantly based on future market conditions.

Level 3 liabilities include contingent consideration from the Company's acquisitions. The Company evaluates the
estimated fair value of its contingent consideration on a quarterly basis and records fair value adjustments as
necessary.

The following tables present a reconciliation for all assets and liabilities measured at fair value on a recurring basis,
excluding accrued interest components, using significant unobservable inputs (Level 3) for the nine months ended
December 31, 2012, and the year ended March 31, 2012 (amounts in thousands):

. Auction Rate Corporate Contingent Total Gains
Nine months ended December 31, 2012 Securities Debt Consideration  (Losses)
Balance at March 31, 2012 $10,246 $4,625 $—

Total gains or losses (realized and unrealized):

Included in earnings (412 ) — — $412
Included in other comprehensive income 186 — — 186

E;Jtrchases, sales, issuances, and settlements, (600 ) 1,056 .

Acquisition-related 24,390 — 16,474

Balance at December 31, 2012 $33,810 $5,681 $16,474 $(226

Auction Rate Corporate

Year ended March 31, 2012 Total Gains

Securities Debt
Balance at March 31, 2011 $12.475 $3,500
Total gains or losses (realized and unrealized):
Included in earnings 271 — $271
Purchases, sales, issuances, and settlements, net (2,500 ) 1,125
Balance at March 31, 2012 $10,246 $4,625 $271

Assets measured at fair value on a recurring basis are presented/classified on the condensed consolidated balance
sheets at December 31, 2012 as follows (amounts in thousands):

Quoted Prices C g
) . Significant C e
in Active Other Significant
Markets for Unobservable  Total
. Observable
Identical Inputs Balance
Inputs

Instruments (Level 2) (Level 3)

(Level 1)
Cash and cash equivalents $50,346 $414,947 $— $465,293
Short-term investments — 1,157,010 — 1,157,010
Long-term investments 4,353 105,818 39,491 149,662
Total assets measured at fair value $54,699 $1,677,775 $39,491 $1,771,965
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Assets measured at fair value on a recurring basis are presented/classified in the consolidated balance sheets at
March 31, 2012 as follows (amounts in thousands):

Quoted Prices C g

. . Significant s

in Active Other Significant

Markets for Unobservable  Total

. Observable
Identical Inputs Balance
Inputs

Instruments (Level 2) (Level 3)

(Level 1)
Cash and cash equivalents $232.219 $403,536 $— $635,755
Short-term investments 782 822,472 — 823,254
Long-term investments 4,482 309,233 14,871 328,586
Total assets measured at fair value $237,483 $1,535,241 $14,871 $1,787,595

Financial Assets Not Recorded at Fair Value on a Recurring Basis

The Company's non-marketable equity and cost method investments are not recorded at fair value on a recurring
basis. These investments are monitored on a quarterly basis for impairment charges. The investments will only be
recorded at fair value when an impairment charge is recognized. The Company recognized impairment charges of
$0.5 million during the three and nine months ended December 31, 2012. There were no impairment charges
recognized on these investments in the three and nine months ended December 31, 2011. These investments are
included in other assets on the condensed consolidated balance sheet. See further discussion of non-marketable
investments in Note 7.

(9)Fair Value of Financial Instruments

The carrying amount of cash equivalents approximates fair value because their maturity is less than three months.
Management believes the carrying amount of the equity and cost-method investments materially approximated fair
value at December 31, 2012 based upon unobservable inputs. The fair values of these investments have been
determined as Level 3 fair value measurements. The fair values of the Company's line of credit are estimated using
discounted cash flow analyses, based on the Company's current incremental borrowing rates for similar types of
borrowing arrangements and approximate carrying value. Based on the borrowing rates currently available to the
Company for bank loans with similar terms and average maturities, the fair value of the Company's line of credit at
December 31, 2012 approximated its book values and are considered Level 2 in the fair value hierarchy described in
Note 8. The carrying amount of accounts receivable, accounts payable and accrued liabilities approximates fair value
due to the short-term maturity of the amounts. The fair value of the Company's junior subordinated convertible
debentures was $1.435 billion at December 31, 2012 and $1.585 billion at March 31, 2012 based on observable
market prices for these debentures, which are traded in less active markets and are therefore classified as a Level 2 fair
value measurement.

(10) Accounts Receivable

Accounts receivable consists of the following (amounts in thousands):
December 31,2012 March 31, 2012

Trade accounts receivable $177,499 $171,274

Other 2,846 1,529
180,345 172,803

Less allowance for doubtful accounts 2,843 2,602
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(11)Inventories
The components of inventories consist of the following (amounts in thousands):

December 31,2012 March 31, 2012

Raw materials $8,730 $8,065

Work in process 188,974 139,045

Finished goods 63,890 70,168
$261,594 $217,278

Inventories are valued at the lower of cost or market using the first-in, first-out method. Inventory impairment charges
establish a new cost basis for inventory and charges are not subsequently reversed to income even if circumstances
later suggest that increased carrying amounts are recoverable.

(12) Property, Plant and Equipment

Property, plant and equipment consists of the following (amounts in thousands):
December 31,2012  March 31, 2012

Land $47,102 $46,529
Building and building improvements 395,721 374,042
Machinery and equipment 1,365,721 1,314,303
Projects in process 76,853 83,676
1,885,397 1,818,550
Less accumulated depreciation and amortization 1,362,660 1,301,939
$522,737 $516,611

Depreciation expense attributed to property, plant and equipment was $23.0 million and $66.0 million for the three
and nine months ended December 31, 2012, respectively, and $21.5 million and $65.5 million for the three and nine
months ended December 31, 2011, respectively.

(13) Intangible Assets and Goodwill

Intangible assets consist of the following (amounts in thousands):

December 31, 2012

Gross

Accumulated

.. Net Amount

Amount Amortization
Developed technology $360,956 $(57,159 ) $303,797
Customer-related 194,500 (45,914 ) 148,586
Trademarks and trade names 15,730 (2,763 ) 12,967
Backlog 24,610 (11,835 ) 12,775
In-process technology 92,386 — 92,386
Distribution rights 5,236 (5,043 ) 193
Covenants not to compete 400 (300 ) 100

$693,818 $(123,014 ) $570,804
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March 31, 2012

Gross Accumulated
.. Net Amount

Amount Amortization
Developed technology $94,681 $(35,920 ) $58,761
Customer-related 20,400 (4,633 ) 15,767
Trademarks and trade names 1,730 (684 ) 1,046
Backlog 2,410 (2,410 ) —
In-process technology 14,086 — 14,086
Distribution rights 5,236 (4,660 ) 576
Covenants not to compete 400 (200 ) 200

$138,943 $(48,507 ) $90,436

The Company amortizes intangible assets over their expected useful lives, which range between 1 and 15 years. In the
nine months ended December 31, 2012, the Company acquired $263.0 million of developed technology which has a
weighted average amortization period of approximately 11 years, $174.1 million of customer-related intangible assets
which have a weighted average amortization period of approximately 5 years, $14.0 million of trademarks and trade
names which have a weighted average amortization period of approximately 5 years, $22.2 million of intangible assets
related to acquisition date backlog which have a weighted average amortization period of approximately one year and
$81.6 million of in-process technology which will begin amortization once the technology reaches technological
feasibility. The following is an expected amortization schedule for the intangible assets for the remainder of fiscal
year 2013 through fiscal year 2017, absent any future acquisitions or impairment charges (amounts in thousands):

Year ending Projected Amortization
March 31, Expense

2013 $41,148

2014 104,435

2015 136,790

2016 88,635

2017 57,346

Amortization expense attributed to intangible assets was $41.0 million and $74.5 million for the three and nine months
ended December 31, 2012, respectively. Amortization expense attributed to intangible assets was $3.2 million and
$9.7 million for the three and nine months ended December 31, 2011, respectively. These amortization expenses
include amortization of intangible assets purchased from third parties as well as amortization expense from acquisition
related intangible assets as separately disclosed in the condensed consolidated statements of income. The Company
found no indication of impairment of its intangible assets in either of the three and nine-month periods ended
December 31, 2012 and 2011.

Goodwill activity for the nine months ended December 31, 2012 was as follows (amounts in thousands):

Semiconductor ~ Technology

Products Licensing
Reporting Unit ~ Reporting Unit
Balance at March 31, 2012 $74,313 $19,200
Additions due to the acquisition of SMSC 161,063 —
Additions due to the acquisition of Roving Networks 8,652 —
Additions due to contingent consideration payments 83 —
Balance at December 31, 2012 $244.111 $19,200
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In the nine months ended December 31, 2012, the Company acquired SMSC. This acquisition resulted in
approximately $161.1 million of goodwill which was allocated to the semiconductor products reporting unit.

In the nine months ended December 31, 2012, the Company acquired Roving Networks. This acquisition resulted in
approximately $8.7 million of goodwill which was allocated to the semiconductor products reporting unit.
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At December 31, 2012, $244.1 million of goodwill was recorded in the Company's semiconductor products reporting
unit and $19.2 million was recorded in the Company's technology licensing reporting unit. At March 31, 2012, the
Company applied a qualitative goodwill impairment screen to its two reporting units, concluding it was not more
likely than not that goodwill was impaired. Through December 31, 2012, the Company has never recorded an
impairment charge against its goodwill balance.

(14) Income Taxes

The provision for income taxes reflects tax on foreign earnings and federal and state tax on U.S. earnings. The
Company had an effective tax rate of 34.1% for the nine-month period ended December 31, 2012 and 11.0% for the
nine-month period ended December 31, 2011. The Company's effective tax rate was higher in the December 31, 2012
period due to certain tax expenses associated with the acquisition of SMSC.

On January 2, 2013, the American Taxpayer Relief Act of 2012 was signed into law by the President which
retroactively extends the research and experimentation tax credit for two years through 2013. As a result of the law
change, the Company expects in the quarter ending March 31, 2013, to retroactively receive a one-time tax benefit of
$5.6 million for research activities incurred during calendar year 2012. Likewise, the ongoing benefit from this credit
will be reflected in the Company's effective tax rate beginning in the quarter ending March 31, 2013.

At December 31, 2012, the Company had $181.4 million of unrecognized tax benefits. Unrecognized tax benefits
increased by $110.9 million compared to March 31, 2012 primarily as a result of the unrecognized tax benefits from
the acquisition of SMSC, ongoing accrual for uncertain tax positions and the accrual of deficiency interest on these
positions.

The Company files U.S. federal, U.S. state, and foreign income tax returns. For U.S. federal, and in general for U.S.
state tax returns, the fiscal 2009 through fiscal 2012 tax years remain open for examination by tax authorities. The
Internal Revenue Service (I.R.S.) is currently auditing the Company's fiscal years ended March 31, 2009 and

2010. For foreign tax returns, the Company is generally no longer subject to income tax examinations for years prior
to fiscal 2005.

The Company recognizes liabilities for anticipated tax audit issues in the U.S. and other tax jurisdictions based on its
estimate of whether, and the extent to which, additional tax payments are more likely than not. The Company
believes that it has appropriate support for the income tax positions taken on its tax returns and that its accruals for tax
liabilities are adequate for all open years based on an assessment of many factors including past experience and
interpretations of tax laws applied to the facts of each matter.

The Company believes that it maintains appropriate reserves to offset any potential income tax liabilities that may
arise upon final resolution of matters for open tax years. If such reserve amounts ultimately prove to be unnecessary,
the resulting reversal of such reserves would result in tax benefits being recorded in the period the reserves are no
longer deemed necessary. If such amounts prove to be less than an ultimate assessment, a future charge to expense
would be recorded in the period in which the assessment is determined. Although the timing of the resolution and/or
closure of audits is highly uncertain, the Company does not believe it is reasonably possible that its unrecognized tax
benefits would materially change in the next 12 months.

(15)2.125% Junior Subordinated Convertible Debentures
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The Company's $1.15 billion principal amount of 2.125% junior subordinated convertible debentures due

December 15, 2037, are subordinated in right of payment to any future senior debt of the Company and are effectively
subordinated in right of payment to the liabilities of the Company's subsidiaries. The debentures are convertible,
subject to certain conditions, into shares of the Company's common stock at an initial conversion rate of 29.2783
shares of common stock per $1,000 principal amount of debentures, representing an initial conversion price of
approximately $34.16 per share of common stock. As of December 31, 2012, none of the conditions allowing holders
of the debentures to convert had been met. As a result of cash dividends paid since the issuance of the debentures, the
conversion rate has been adjusted to 36.9925 shares of common stock per $1,000 of principal amount of debentures,
representing a conversion price of approximately $27.03 per share of common stock.

As the debentures can be settled in cash upon conversion, for accounting purposes, the debentures were bifurcated into
a liability component and an equity component, which are both initially recorded at fair value. The carrying value of
the equity component at December 31, 2012 and at March 31, 2012 was $822.4 million. The estimated fair value of
the liability component of the debentures at the issuance date was $327.6 million, resulting in a debt discount of
$822.4 million which was
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further discounted due to embedded features as described below. The unamortized debt discount was $788.3 million
at December 31, 2012 and $794.4 million at March 31, 2012. The carrying value of the debentures was $361.4
million at December 31, 2012 and $355.1 million at March 31, 2012. The remaining period over which the
unamortized debt discount will be recognized as non-cash interest expense is 25 years. In the three and nine months
ended December 31, 2012, the Company recognized $2.1 million and $6.1 million, respectively, in non-cash interest
expense related to the amortization of the debt discount. In the three and nine months ended December 31, 2011, the
Company recognized $1.9 million and $5.6 million, respectively, in non-cash interest expense related to the
amortization of the debt discount. The Company recognized $6.1 million and $18.3 million of interest expense related
to the 2.125% coupon on the debentures in each of the three and nine-month periods ended December 31, 2012 and
December 31, 2011, respectively.

(16) Credit Facility

On August 12, 2011, the Company entered into a credit agreement among the Company, the lenders from time to time
that are parties thereto and JPMorgan Chase Bank, N.A., as administrative agent (the "Credit Agreement"). The Credit
Agreement provides for a $750 million revolving credit facility, with a $100 million foreign currency sublimit, a $25
million letter of credit sublimit and a $15 million swingline loan sublimit, terminating on August 12, 2016 (the
"Maturity Date"). The Credit Agreement also contains an increase option permitting the Company, subject to certain
requirements, to arrange with existing lenders and/or new lender