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         Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. ý Yes    o No

         Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. o Yes    ý No

         Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Sections 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and
(2) has been subject to such filing requirements for the past 90 days. ý Yes    o No

         Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any, every Interactive
Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months
(or for such shorter period that the registrant was required to submit and post such files). ý Yes    o No

         Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not contained
herein, and will not be contained, to the best of the registrant's knowledge, in definitive proxy or information statements incorporated by
reference in Part III of this Form 10-K or any amendment to this Form 10-K. o

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

Large accelerated filer ý Accelerated filer o Non-accelerated filer o Smaller reporting company o
         Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). o Yes    ý No

         The aggregate market value of the voting and non-voting common equity held by non-affiliates computed by reference to the price at
which the common equity was last sold as of the last business day of the registrant's most recently completed second fiscal quarter (June 28,
2013) was $1,639,157,249 (assuming, for this purpose, that only directors and officers are deemed affiliates).

         There were 42,826,583 shares of the registrant's common stock issued and outstanding as of January 21, 2014.

DOCUMENTS INCORPORATED BY REFERENCE

         Portions of the Proxy Statement for the registrant's 2013 Annual Meeting of Stockholders are incorporated by reference into Part III of this
Form 10-K.
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 Cautionary Statement

Except for the historical financial information contained herein, the matters discussed in this report on Form 10-K (as well as documents
incorporated herein by reference) may be considered "forward-looking" statements within the meaning of Section 27A of the Securities Act of
1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Such forward-looking statements include declarations
regarding the intent, belief or current expectations of Silicon Laboratories Inc. and its management and may be signified by the words "believe,"
"estimate," "expect," "intend," "anticipate," "plan," "project," "will" or similar language. You are cautioned that any such forward-looking
statements are not guarantees of future performance and involve a number of risks and uncertainties. Actual results could differ materially from
those indicated by such forward-looking statements. Factors that could cause or contribute to such differences include those discussed under
"Risk Factors" and elsewhere in this report. Silicon Laboratories disclaims any intention or obligation to update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise.
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Part I

 Item 1.    Business

General

        Silicon Laboratories Inc. designs and develops proprietary, analog-intensive, mixed-signal integrated circuits (ICs) for a broad range of
applications. Mixed-signal ICs are electronic components that convert real-world analog signals, such as sound and radio waves, into digital
signals that electronic products can process. Therefore, mixed-signal ICs are critical components in products addressing a variety of markets,
including communications, consumer, industrial and automotive.

        Our world-class, mixed-signal ICs leverage standard complementary metal oxide semiconductor (CMOS), a low cost, widely available
process technology. This enables smaller, more cost effective and energy efficient solutions. Our expertise in analog-intensive, mixed-signal IC
design in CMOS allows us to develop new and innovative products that are highly integrated, simplifying our customers' designs and improving
their time-to-market.

Industry Background

        The pervasiveness of connectivity and the explosion in mobile computing is driving semiconductor consumption. Intelligence is being
added to electronic systems to enable remote monitoring, power efficiency and an improved user experience. This in turn is increasing the
demand for bandwidth, requiring more infrastructure to support higher performance networks. The nearly ubiquitous availability of Internet
access and the increasing intelligence of electronic devices and mobility are enabling what is called the Internet of Things (IoT), a term that
describes the exponential increase in IP-enabled devices connected to the Internet.

        These trends are requiring more and more interaction between the analog world we live in and the digital world of computing, and therefore
require analog-intensive, mixed-signal circuits. Traditional mixed-signal designs relied upon solutions built with numerous, complex discrete
analog and digital components. While these traditional designs provide the required functionality, they are often inefficient and inadequate for
use in markets where size, cost, power consumption and performance are increasingly important product differentiators. In order to improve
their competitive position, electronics manufacturers need to reduce the cost and complexity of their systems and enable new features or
functionality to differentiate themselves from their competitors.

        Simultaneously, these manufacturers face accelerating time-to-market demands and must be able to rapidly adapt to evolving industry
standards and new technologies. Because analog-intensive, mixed-signal IC design expertise is difficult to find, these manufacturers increasingly
are turning to third parties, like us, to provide advanced mixed-signal solutions. Mixed-signal design requires specific expertise and relies on
creative, experienced engineers to deliver solutions that optimize speed, power and performance, despite the noisy digital environment, and
within the constraints of standard manufacturing processes. The development of this design expertise typically requires years of practical analog
design experience under the guidance of a senior engineer, and engineers with the required level of skill and expertise are in short supply.

        Many IC providers lack sufficient analog expertise to develop compelling mixed-signal ICs. As a result, manufacturers of electronic
devices value IC providers that can supply them with mixed-signal solutions with greater functionality, smaller size and lower power
requirements at a reduced cost and shorter time-to-market.

2
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Products

        We provide analog-intensive, mixed-signal solutions for use in a variety of electronic products in a broad range of applications including
portable devices, AM/FM radios and other consumer electronics, networking equipment, test and measurement equipment, industrial monitoring
and control, home automation and customer premises equipment. Our products integrate complex mixed-signal functions that are frequently
performed by numerous discrete components in competing products into a single chip or chipset. By doing so, we are able to create products
that, when compared to many competing products:

�
Require less printed circuit board (PCB) space;

�
Reduce the use of external components lowering the system cost and simplifying design;

�
Offer superior performance improving our customers' end products;

�
Provide increased reliability and manufacturability, improving customer yields; and/or

�
Reduce system power requirements enabling smaller form factors and/or longer battery life.

        We group our products into the following categories:

�
Broad-based products, which include our microcontrollers (MCUs), timing products (clocks and oscillators), power and
isolation devices, and sensors;

�
Broadcast products, which include our broadcast audio and video products; and

�
Access products, which include our Voice over IP (VoIP) products, embedded modems and our Power over Ethernet (PoE)
devices.

        The following table summarizes the diverse product areas and applications for the various ICs that we have introduced to customers:

Product Areas and Description Applications
Broad-based Products
Microcontrollers
We offer a family of products ideal for embedded systems that include, 8-bit mixed-signal
microcontrollers, 32-bit wireless MCUs and ultra low-power 32-bit MCUs based on
scalable, ARM® Cortex-M0/M3/M4 cores, as well as peripheral devices such as our
EZRadio® family of fully integrated, low power transceivers. These products generally
integrate intelligent data capture, high performance processing, and communication
interfaces in a single system on a chip. This family of products addresses a variety of
end-markets, including the IoT, automotive, communications, consumer, industrial, medical
and power management markets.

�

Connected devices for the IoT

�

Home automation

�

Security systems
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�

Smart energy

�

Automotive sensors and controls

�

Medical instrumentation

�

Electronic test and measurement equipment

�

Industrial automation and control

�

Consumer electronics

�

Wearables

�

Computer peripherals

�

White goods

�

Smart metering

�

Remote controls
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Product Areas and Description Applications
Timing Devices
Our Timing devices leverage our DSPLL® and MultiSynth technologies to offer frequency
agile, extremely low jitter clock and oscillator products. Our patented CMEMS® technology
integrates microelectromechanical system (MEMS) resonators with CMOS timing circuits to
eliminate the need for discrete quartz resonators that have traditionally been required in
solutions like crystal based oscillator devices. Our CMEMS based oscillators are in the early
stages of adoption and compete against bulky, expensive and less reliable quartz solutions.
We also offer a full line of low jitter clock buffers that are often used with our clock and
oscillator offerings to a build a timing subsystem.

�

Networking equipment

�

Telecommunications

�

Wireless base stations and backhaul

�

Test and measurement equipment

�

Broadcast video systems

�

HDTV cameras

�

High-speed data acquisition

�

Optical networking

�

Servers and storage systems
Power and Isolation Products
Our isolation techniques enable customers to meet safety standards for isolation and solve
noise issues. Products include multi-channel isolators and isolated drivers that simplify
design, minimize noise emissions, and reduce system cost.

�

Motor control
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�

Industrial networking

�

Switch mode power supplies

�

Isolated analog data acquisition

�

Isolated DC-DC supplies

�

Electronic ballasts for lighting

�

Solar power inverters
Sensors
Our sensor products include optical, proximity sensors, ambient light sensors and relative
humidity (RH) / temperature sensors. These devices leverage our mixed-signal capability to
provide high accuracy, quicker response time and lower power consumption than competing
parts.

�

Smart home applications

�

Industrial controls

�

Toys and consumer electronics

�

Consumer health & fitness

�

Monitors and lavatory controls
Broadcast Products
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Broadcast Radio Receivers and Transmitters
Our AM and FM receivers deliver the entire tuner from antenna input to audio output in a
single chip. The broadcast audio products are based on an innovative digital architecture that
enables significant improvements in performance, which translates to a better consumer
experience, while reducing system cost and board space for our customers.

�

Automotive infotainment systems

�

Stand-alone AM/FM radios

�

Portable audio devices

�

MP3/digital media players

�

Navigation/GPS devices

�

Satellite radios

�

Home stereos

4
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Product Areas and Description Applications
Video Tuners and Demodulators
Our complete, globally-compliant hybrid TV tuners with analog TV demodulator in a single
CMOS IC leverage our proven digital low-IF architecture and exceed the performance of
traditional discrete TV tuners, enabling TV makers to deliver improved picture quality and
better reception for both analog and digital broadcasts. Our small, low power and high
performance digital video demodulators support DVB-T/T2, DVB-S/S2, and/or DVB-C/C2
in a single chip and are ideal for equipment receiving digital terrestrial, satellite and/or cable
services.

�

Integrated digital televisions (iDTV)

�

Free-to-Air (FtA) or pay-TV set-top box
receivers

�

PC-TV applications

�

DVD/HDD personal video recorders
Access Products
ProSLIC® Subscriber Line Interface Circuits for VoIP
Our ProSLIC provides the analog subscriber line interface on the source end of the
telephone which generates dial tone, busy tone, caller ID and ring signal. Our offerings
include short-haul applications suitable for the customer premises as well as long-haul
applications suitable for the traditional telephone company central office.

�

Voice over broadband modems and terminal
adapters

�

VoIP residential gateways

�

Wireless local loop remote access systems

�

PBXs

�

Wired long loop and central office systems
ISOmodem® Embedded Modems
The ISOmodem embedded modems leverage innovative silicon direct access arrangement
(DAA) technology and a digital signal processor to deliver a globally compliant, very small
analog modem for embedded applications.

�

Fax machines and multi-function printers
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�

Industrial monitoring

�

Postage meters

�

Security systems

�

Remote medical monitoring

�

Point of sale (POS) terminals

�

Set-top and digital cable boxes
Power over Ethernet
Our Power over Ethernet power source equipment and powered device ICs offer highly
differentiated solutions with a reduced total bill of materials (BOM) and improved
performance and reliability. Our solutions also offer a higher level of integration not
available with competing solutions.

�

Networking routers and switches

�

Wireless access points (WAP)

�

VoIP phones

�

Radio frequency identification (RFID) tag
readers

�

POS terminals
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Security cameras
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        During fiscal 2013, 2012 and 2011, sales of our mixed-signal products accounted for substantially all of our revenue. The following
summarizes our revenue by product category (in thousands):

Fiscal Year

2013 2012 2011
Broad-based $ 281,777 $ 270,098 $ 208,697
Broadcast 199,837 186,067 169,548
Access 98,473 107,129 113,380

     
Revenues $ 580,087 $ 563,294 $ 491,625

     
     

Customers, Sales and Marketing

        We market our products through our direct sales force and through a network of independent sales representatives and distributors. Direct
and distributor customers buy on an individual purchase order basis, rather than pursuant to long-term agreements.

        We consider our customer to be the end customer purchasing either directly from a distributor, a contract manufacturer or us. An end
customer purchasing through a contract manufacturer typically instructs such contract manufacturer to obtain our products and incorporate such
products with other components for sale by such contract manufacturer to the end customer. Although we actually sell the products to, and are
paid by, the distributors and contract manufacturers, we refer to such end customer as our customer.

        Two of our distributors, Edom Technology and Avnet, represented 21% and 11% of our revenues during fiscal 2013, respectively. No other
distributor accounted for 10% or more of revenues for fiscal 2013.

        During fiscal 2013, our ten largest end customers accounted for 41% of our revenues. We had one customer, Samsung, whose purchases
across a variety of product areas represented 15% of our revenues during this period. Our major customers include Alcatel, Cisco, Harman
Becker, Huawei, LG Electronics, Pace, Samsung, Technicolor, Varian Medical Systems and ZTE.

        We maintain numerous sales offices in North America, Europe and Asia. Revenue is attributed to a geographic area based on the shipped-to
location. The percentage of our revenues derived from outside of the United States was 88% in fiscal 2013. For further information regarding
our revenues and long-lived assets by geographic area, see Note 18, Segment Information, to the Consolidated Financial Statements.

        Our direct sales force is comprised of a number of sales professionals who possess varied levels of responsibility and experience, including
directors, country managers, regional sales managers, district sales managers, strategic account managers, field sales engineers and sales
representatives. We also utilize independent sales representatives and distributors to generate sales of our products. We have relationships with
many independent sales representatives and distributors worldwide whom we have selected based on their understanding of the mixed-signal IC
marketplace and their ability to provide effective field sales applications support for our products.

        Our marketing efforts are targeted at both identified industry leaders and emerging market participants. Direct marketing activities are
supplemented by a focused marketing communications effort that seeks to raise awareness of our company and products. Our public relations
efforts are focused on leading trade and business publications. Our external website is used to deliver corporate and product information. We
also pursue targeted advertising in key trade publications and we have a cooperative marketing program that allows our distributors and
representatives to promote our products to their local markets in conjunction with their own advertising activities. Finally, we maintain

6
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a presence at strategic trade shows and industry events. These activities, in combination with direct sales activities, help drive demand for our
products.

        Due to the complex and innovative nature of our ICs, we employ experienced applications engineers who work closely with customers to
support the design-win process, and can significantly accelerate the customer's time to market. A design-win occurs when a customer has
designed our ICs into its product architecture and ordered product from us. A considerable amount of effort to assist the customer in
incorporating our ICs into its products is typically required prior to any sale. In many cases, our innovative ICs require significantly different
implementations than existing approaches and, therefore, successful implementations may require extensive communication with potential
customers. The amount of time required to achieve a design-win can vary substantially depending on a customer's development cycle, which can
be relatively short (such as three months) or very long (such as two years) based on a wide variety of customer factors. Not all design wins
ultimately result in revenue. However, once a completed design architecture has been implemented and produced in high volumes, our
customers are reluctant to significantly alter their designs due to this extensive design-win process. We believe this process, coupled with our
intellectual property protection, promotes relatively longer product life cycles for our ICs and high barriers to entry for competitive products,
even if such competing products are offered at lower prices. Our close collaboration with our customers provides us with knowledge of
derivative product ideas or completely new product line offerings that may not otherwise arise in other new product discussions.

Research and Development

        Through our research and development efforts, we leverage experienced analog and mixed-signal engineering talent and expertise to create
new ICs that integrate functions typically performed inefficiently by multiple discrete components. This integration generally results in lower
costs, smaller die sizes, lower power demands and enhanced price/performance characteristics. We attempt to reuse successful techniques for
integration in new applications where similar benefits can be realized. We believe that we have attracted many of the best engineers in our
industry. We believe that reliable and precise analog and mixed-signal ICs can only be developed by teams of engineers who have significant
analog experience and are familiar with the intricacies of designing these ICs for commercial volume production. The development of test
methodologies is just one example of a critical activity requiring experience and know-how to enable the rapid release of a new product for
commercial success. We have accumulated a vast set of trade secrets that allow us to pursue innovative approaches to mixed-signal problems
that are difficult for competitors to duplicate. We highly value our engineering talent and strive to maintain a very high bar when bringing new
recruits to the company.

        Research and development expenses were $157.8 million, $138.0 million and $136.0 million in fiscal 2013, 2012 and 2011, respectively.

Technology

        Our product development process facilitates the design of highly-innovative, analog-intensive, mixed-signal ICs. Our engineers' deep
knowledge of existing and emerging standards and performance requirements helps us to assess the technical feasibility of a particular IC. We
target areas where we can provide compelling product improvements. Once we have solved the primary challenges, our field application
engineers continue to work closely with our customers' design teams to maintain and develop an understanding of our customers' needs,
allowing us to formulate derivative products and refined features.

        In providing mixed-signal ICs for our customers, we believe our key competitive advantages are:

�
Analog and RF design expertise in CMOS;

7
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�
Digital signal processing, firmware and system design expertise;

�
Microcontroller and system on a chip design expertise;

�
Software expertise; and

�
Our broad understanding of systems technology and trends.

        To fully capitalize on these advantages, we have assembled a world-class development team with exceptional analog and mixed-signal
design expertise led by accomplished senior engineers.

Analog and RF Design Expertise in CMOS

        We believe that our most significant core competency is world-class analog and RF design capability. Additionally, we strive to design
substantially all of our ICs in standard CMOS processes. While it is significantly more difficult to design analog ICs in CMOS, CMOS provides
multiple benefits versus existing alternatives, including significantly reduced cost, reduced technology risk and greater worldwide foundry
capacity. CMOS is the most commonly used process technology for manufacturing digital ICs and as a result is most likely to be used for the
manufacturing of ICs with finer line geometries. These finer line geometries can enable smaller and faster ICs. By designing our ICs in CMOS,
we enable our products to benefit from this trend towards finer line geometries, which allows us to integrate more digital functionality into our
mixed-signal ICs.

        Designing analog and mixed-signal ICs is significantly more complicated than designing stand alone digital ICs. While advanced software
tools exist to help automate digital IC design, there are far fewer tools for advanced analog and mixed-signal IC design. In many cases, our
analog circuit design efforts begin at the fundamental transistor level. We believe that we have a demonstrated ability to design the most difficult
analog and RF circuits using standard CMOS technologies.

Digital Signal Processing, Firmware and System Design Expertise

        We consider the partitioning of a circuit to be a proprietary and creative design technique. Deep systems knowledge allows us to use our
digital signal processing (DSP) design expertise to maximize the price/performance characteristics of both the analog and digital functions and
allow our ICs to work in an optimized manner to accomplish particular tasks. Generally, we attempt to move analog functions into the digital
domain as quickly as possible, creating system efficiencies without compromising performance. These patented approaches require our
advanced DSP and systems expertise. We then leverage our firmware know-how to change the 'personality' of our devices, optimizing features
and functions needed by various markets we serve. For example, our broadcast audio products use a proven digital low-IF receiver and
transmitter architecture to deliver superior RF performance and interference rejection compared to traditional, analog-only approaches. Digital
signal processing is utilized to optimize sound quality under varying signal conditions, enabling a better consumer experience. Firmware has
enabled us to rapidly expand the portfolio to address multiple markets without substantial silicon changes, including shortwave, longwave,
analog tuned, digital tuned and even high performance HD-capable automotive radios.

Microcontroller and System on a Chip Design Expertise

        We have the talent and circuit integration methodologies required to combine precision analog, high-speed digital, flash memory and
in-system programmability into a single, monolithic CMOS integrated circuit. Our microcontroller products are designed to capture an external
analog signal, convert it to a digital signal, compute digital functions on the stream of data and then communicate the results through a standard
digital interface. The ability to develop standard products with the broadest possible customer application base while being cost efficient with
the silicon area of the monolithic CMOS integrated circuit requires a keen sense of customer value and engineering capabilities.
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Additionally, to manage the wide variety of signals on a monolithic piece of silicon including electrical noise, harmonics and other electronic
distortions requires a fundamental knowledge of device physics and accumulated design expertise.

Software Expertise

        Our software expertise allows us to develop products for markets where intelligent data capture, high-performance processing and
communication are increasingly important product differentiators. The software we have developed to address these markets enable
machine-to-machine communications, providing intelligence to electronic systems. Our products integrate high-performance, low-power
wireless and microcontroller ICs with reliable and scalable software into a flexible and robust networking platform.

        The demand for low-power, small-footprint wireless technology is accelerating as more and more IP-enabled end points are being
connected to the Internet of Things (IoT). Our software enables a broad range of power-sensitive applications for the IoT, including smart
energy, home automation, security and other connected products. We believe that the combination of our software and IC design expertise
differentiates us from many of our competitors.

Understanding of Systems Technology and Trends

        Our focused expertise in mixed-signal ICs is the result of the breadth of engineering talent we have assembled with experience working in
analog-intensive CMOS design for a wide variety of applications. This expertise, which we consider a competitive advantage, is the foundation
of our in-depth understanding of the technology and trends that impact electronic systems and markets. Our expertise includes:

�
Isolation, which is critical for existing and emerging industrial applications and telecom networks;

�
Frequency synthesis, which is core technology for wireless and clocking applications;

�
Integration, which enables the elimination of discrete components in a system; and

�
Signal processing and precision analog, which forms the heart of consumer, industrial, medical and automotive electronics
applications.

        Our understanding of the role of analog/digital interfaces within electronic systems, standards evolution, and end market drivers enables us
to identify product development opportunities and capitalize on market trends.

Manufacturing

        As a fabless semiconductor company, we conduct IC design and development in our facilities and electronically transfer our proprietary IC
designs to third-party semiconductor fabricators who process silicon wafers to produce the ICs that we design. Our IC designs typically use
industry-standard CMOS manufacturing process technology to achieve a level of performance normally associated with more expensive
special-purpose IC fabrication technology. We believe the use of CMOS technology facilitates the rapid production of our ICs within a lower
cost framework. Our IC production employs submicron process geometries which are readily available from leading foundry suppliers
worldwide, thus increasing the likelihood that manufacturing capacity will be available throughout our products' life cycles. We currently
partner with Taiwan Semiconductor Manufacturing Co. (TSMC) or its affiliates to manufacture the majority of our semiconductor wafers. We
believe that our fabless manufacturing model significantly reduces our capital requirements and allows us to focus our resources on design,
development and marketing of our ICs.

9

Edgar Filing: SILICON LABORATORIES INC - Form 10-K

17



Table of Contents

        Once the silicon wafers have been produced, they are shipped directly to our third-party assembly subcontractors. The assembled ICs are
then moved to the final testing stage. This operation can be performed by the same contractor that assembled the IC, other third-party test
subcontractors or within our internal facilities prior to shipping to our customers. During fiscal 2013, most of our units shipped were tested by
offshore third-party test subcontractors. We expect that our utilization of offshore third-party test subcontractors will remain substantial during
fiscal 2014.

Backlog

        As of December 28, 2013, our backlog was approximately $109.9 million, compared to approximately $105.8 million as of December 29,
2012. We include in backlog accepted product purchase orders from customers and worldwide distributor stocking orders. We only include
orders with an expected shipping date from us within six months. Product orders in our backlog are subject to changes in delivery schedules or
cancellation at the option of the purchaser typically without penalty. Our backlog may fluctuate significantly depending upon customer order
patterns which may, in turn, vary considerably based on rapidly changing business circumstances. Shipments to distributors are not recognized
as revenue until the products are sold by the distributors. Additionally, our arrangements with distributors typically provide for price protection
and stock rotation activities. Accordingly, we do not believe that our backlog at any time is necessarily representative of actual sales for any
succeeding period.

Competition

        The markets for semiconductors generally, and for analog and mixed-signal ICs in particular, are intensely competitive. We anticipate that
the market for our products will continually evolve and will be subject to rapid technological change. We believe the principal competitive
factors in our industry are:

�

Product size;

�

Power requirement;
�

Level of integration;

�

Customer support;
�

Product capabilities;

�

Reputation;
�

Reliability;

�

Ability to rapidly introduce new products to market; and
�

Price;

�

Intellectual property.
�

Performance;
        We believe that we are competitive with respect to these factors, particularly because our ICs typically are smaller in size, are highly
integrated, achieve high performance specifications at lower price points than competitive products and are manufactured in standard CMOS
which generally enables us to supply them on a relatively rapid basis to customers to meet their product introduction schedules. However,
disadvantages we face include our relatively short operating history in certain of our markets and the need for customers to redesign their
products and modify their software to implement our ICs in their products.

        Due to our diversified product portfolio and the numerous markets and applications we serve, we target a relatively large number of
competitors. We compete with Analog Devices, Atmel, Conexant, Cypress, Epson, Freescale, IDT, Lantiq, Maxim Integrated Products,
MaxLinear, Microchip, Microsemi, NXP Semiconductors, Renesas, Sony Semiconductor, STMicroelectronics, Texas Instruments, Vectron
International and others. We expect to face competition in the future from our current competitors, other manufacturers and designers of
semiconductors and start-up semiconductor design companies. Our competitors may also offer bundled solutions offering a more complete
product, which may negatively impact our competitive position despite the technical merits or advantages of our products. In addition, our
customers could develop products or technologies internally that would replace their need for our products and would become a source of
competition. We could also face competition from
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module makers or other systems suppliers that may include mixed-signal components in their products that could eliminate the need for our ICs.

        Many of our competitors and potential competitors have longer operating histories, greater name recognition, access to larger customer
bases, complementary product offerings, and significantly greater financial, sales and marketing, manufacturing, distribution, technical and other
resources than us. Current and potential competitors have established or may establish financial and strategic relationships between themselves
or with our existing or potential customers, resellers or other third parties. Accordingly, it is possible that new competitors or alliances among
competitors could emerge and rapidly acquire significant market share.

Intellectual Property

        Our future success depends in part upon our proprietary technology. We seek to protect our technology through a combination of patents,
copyrights, trade secrets, trademarks and confidentiality procedures. As of December 28, 2013, we had approximately 1,105 issued or pending
United States patents in the IC field. We also frequently file for patent protection in a variety of international jurisdictions with respect to the
proprietary technology covered by our U.S. patents and patent applications. There can be no assurance that patents will ever be issued with
respect to these applications. Furthermore, it is possible that any patents held by us may be invalidated, circumvented, challenged or licensed to
others. In addition, there can be no assurance that such patents will provide us with competitive advantages or adequately safeguard our
proprietary rights. While we continue to file new patent applications with respect to our recent developments, existing patents are granted for
prescribed time periods and will expire at various times in the future.

        We claim copyright protection for proprietary documentation for our products. We have filed for registration, or are in the process of filing
for registration, the visual images of certain ICs with the U.S. Copyright Office. We have registered the "Silicon Labs" logo and a variety of
other product and product family names as trademarks in the United States and selected foreign jurisdictions. All other trademarks, service
marks or trade names appearing in this report are the property of their respective owners. We also attempt to protect our trade secrets and other
proprietary information through agreements with our customers, suppliers, employees and consultants, and through other customary security
measures. We intend to protect our rights vigorously, but there can be no assurance that our efforts will be successful. In addition, the laws of
other countries in which our products are sold may not protect our products and intellectual property rights to the same extent as the laws of the
United States.

        While our ability to effectively compete depends in large part on our ability to protect our intellectual property, we believe that our
technical expertise and ability to introduce new products in a timely manner will be an important factor in maintaining our competitive position.

        Many participants in the semiconductor and electronics industries have a significant number of patents and have frequently demonstrated a
readiness to commence litigation based on allegations of patent and other intellectual property infringement. From time to time, third parties may
assert infringement claims against us. We may not prevail in any such litigation or may not be able to license any valid and infringed patents
from third parties on commercially reasonable terms, if at all. Litigation, regardless of the outcome, is likely to result in substantial cost and
diversion of our resources, including our management's time. Any such litigation could materially adversely affect us.

        Our licenses include industry standard licenses with our vendors, such as wafer fabrication tool libraries, third-party core libraries,
computer-aided design applications and business software applications.
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Employees

        As of December 28, 2013, we employed 1,060 people. Our success depends on the continued service of our key technical and senior
management personnel and on our ability to continue to attract, retain and motivate highly skilled analog and mixed-signal engineers. The
competition for such personnel is intense. We have never had a work stoppage and none of our U.S. employees are represented by a labor
organization. We consider our employee relations to be good.

Environmental Regulation

        Federal, state and local regulations impose various environmental controls on the storage, use, discharge and disposal of certain chemicals
and gases used in the semiconductor industry. Our compliance with these laws and regulations has not had a material impact on our financial
position or results of operations.

Available Information

        Our website address is www.silabs.com. Our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K
and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 are available
through the investor relations page of our website free of charge as soon as reasonably practicable after we electronically file such material with,
or furnish it to, the Securities and Exchange Commission (SEC). Our website and the information contained therein or connected thereto are not
intended to be incorporated into this Annual Report on Form 10-K.

 Item 1A.    Risk Factors

Risks Related to our Business

We may not be able to maintain our historical growth and may experience significant period-to-period fluctuations in our revenues and
operating results, which may result in volatility in our stock price

        Although we have generally experienced revenue growth in our history, we may not be able to sustain this growth. We may also experience
significant period-to-period fluctuations in our revenues and operating results in the future due to a number of factors, and any such variations
may cause our stock price to fluctuate. In some future period our revenues or operating results may be below the expectations of public market
analysts or investors. If this occurs, our stock price may drop, perhaps significantly.

        A number of factors, in addition to those cited in other risk factors applicable to our business, may contribute to fluctuations in our revenues
and operating results, including:

�
The timing and volume of orders received from our customers;

�
The timeliness of our new product introductions and the rate at which our new products may cannibalize our older products;

�
The rate of acceptance of our products by our customers, including the acceptance of new products we may develop for
integration in the products manufactured by such customers, which we refer to as "design wins";

�
The time lag and realization rate between "design wins" and production orders;

�
The demand for, and life cycles of, the products incorporating our ICs;

�
The rate of adoption of mixed-signal ICs in the markets we target;
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�
Deferrals or reductions of customer orders in anticipation of new products or product enhancements from us or our
competitors or other providers of ICs;

�
Changes in product mix;

�
The average selling prices for our products could drop suddenly due to competitive offerings or competitive predatory
pricing;

�
The average selling prices for our products generally decline over time;

�
Changes in market standards;

�
Impairment charges related to inventory, equipment or other long-lived assets;

�
The software used in our products, including software provided by third parties, may not meet the needs of our customers;

�
Significant legal costs to defend our intellectual property rights or respond to claims against us; and

�
The rate at which new markets emerge for products we are currently developing or for which our design expertise can be
utilized to develop products for these new markets.

        The markets for consumer electronics, for example, are characterized by rapid fluctuations in demand and seasonality that result in
corresponding fluctuations in the demand for our products that are incorporated in such devices. Additionally, the rate of technology acceptance
by our customers results in fluctuating demand for our products as customers are reluctant to incorporate a new IC into their products until the
new IC has achieved market acceptance. Once a new IC achieves market acceptance, demand for the new IC can quickly accelerate to a point
and then level off such that rapid historical growth in sales of a product should not be viewed as indicative of continued future growth. In
addition, demand can quickly decline for a product when a new IC product is introduced and receives market acceptance. Due to the various
factors mentioned above, the results of any prior quarterly or annual periods should not be relied upon as an indication of our future operating
performance.

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

        Our future success will depend on our ability to develop or acquire new ICs and product enhancements that achieve market acceptance in a
timely and cost-effective manner. The development of mixed-signal ICs is highly complex, and we have at times experienced delays in
completing the development and introduction of new products and product enhancements. Successful product development and market
acceptance of our products depend on a number of factors, including:

�
Requirements of customers;

�
Accurate prediction of market and technical requirements;

�
Timely completion and introduction of new designs;

�

Edgar Filing: SILICON LABORATORIES INC - Form 10-K

23



Timely qualification and certification of our ICs for use in our customers' products;

�
Commercial acceptance and volume production of the products into which our ICs will be incorporated;

�
Availability of foundry, assembly and test capacity;

�
Achievement of high manufacturing yields;

�
Quality, price, performance, power use and size of our products;
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�
Availability, quality, price and performance of competing products and technologies;

�
Our customer service, application support capabilities and responsiveness;

�
Successful development of our relationships with existing and potential customers;

�
Technology, industry standards or end-user preferences; and

�
Cooperation of third-party software providers and our semiconductor vendors to support our chips within a system.

        We cannot provide any assurance that products which we recently have developed or may develop in the future will achieve market
acceptance. We have introduced to market or are in development of many ICs. If our ICs fail to achieve market acceptance, or if we fail to
develop new products on a timely basis that achieve market acceptance, our growth prospects, operating results and competitive position could
be adversely affected.

Our research and development efforts are focused on a limited number of new technologies and products, and any delay in the development,
or abandonment, of these technologies or products by industry participants, or their failure to achieve market acceptance, could compromise
our competitive position

        Our ICs are used as components in electronic devices in various markets. As a result, we have devoted and expect to continue to devote a
large amount of resources to develop products based on new and emerging technologies and standards that will be commercially introduced in
the future. Research and development expense during fiscal 2013 was $157.8 million, or 27.2% of revenues. A number of large companies are
actively involved in the development of these new technologies and standards. Should any of these companies delay or abandon their efforts to
develop commercially available products based on new technologies and standards, our research and development efforts with respect to these
technologies and standards likely would have no appreciable value. In addition, if we do not correctly anticipate new technologies and standards,
or if the products that we develop based on these new technologies and standards fail to achieve market acceptance, our competitors may be
better able to address market demand than we would. Furthermore, if markets for these new technologies and standards develop later than we
anticipate, or do not develop at all, demand for our products that are currently in development would suffer, resulting in lower sales of these
products than we currently anticipate.

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

        The loss of any of our key customers, or a significant reduction in sales to any one of them, would significantly reduce our revenues and
adversely affect our business. During fiscal 2013, our ten largest customers accounted for 41% of our revenues. Some of the markets for our
products are dominated by a small number of potential customers. Therefore, our operating results in the foreseeable future will continue to
depend on our ability to sell to these dominant customers, as well as the ability of these customers to sell products that incorporate our IC
products. In the future, these customers may decide not to purchase our ICs at all, purchase fewer ICs than they did in the past or alter their
purchasing patterns, particularly because:

�
We do not have material long-term purchase contracts with our customers;

�
Substantially all of our sales to date have been made on a purchase order basis, which permits our customers to cancel,
change or delay product purchase commitments with little or no notice to us and without penalty;

�
Some of our customers may have efforts underway to actively diversify their vendor base which could reduce purchases of
our ICs; and
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�
Some of our customers have developed or acquired products that compete directly with products these customers purchase
from us, which could affect our customers' purchasing decisions in the future.

        While we have been a significant supplier of ICs used in many of our customers' products, our customers regularly evaluate alternative
sources of supply in order to diversify their supplier base, which increases their negotiating leverage with us and protects their ability to secure
these components. We believe that any expansion of our customers' supplier bases could have an adverse effect on the prices we are able to
charge and volume of product that we are able to sell to our customers, which would negatively affect our revenues and operating results.

Significant litigation over intellectual property in our industry may cause us to become involved in costly and lengthy litigation which could
seriously harm our business

        In recent years, there has been significant litigation in the United States involving patents and other intellectual property rights. From time
to time, we receive letters from various industry participants alleging infringement of patents, trademarks or misappropriation of trade secrets or
from customers or suppliers requesting indemnification for claims brought against them by third parties. The exploratory nature of these
inquiries has become relatively common in the semiconductor industry. We respond when we deem appropriate and as advised by legal counsel.
We have been involved in litigation to protect our intellectual property rights in the past and may become involved in such litigation again in the
future. In the future, we may become involved in additional litigation to defend allegations of infringement asserted by others, both directly and
indirectly as a result of certain industry-standard indemnities we may offer to our customers or suppliers. Legal proceedings could subject us to
significant liability for damages or invalidate our proprietary rights. Legal proceedings initiated by us to protect our intellectual property rights
could also result in counterclaims or countersuits against us. Any litigation, regardless of its outcome, would likely be time-consuming and
expensive to resolve and would divert our management's time and attention. Most intellectual property litigation also could force us to take
specific actions, including:

�
Cease selling or manufacturing products that use the challenged intellectual property;

�
Obtain from the owner of the infringed intellectual property a right to a license to sell or use the relevant technology, which
license may not be available on reasonable terms, or at all;

�
Redesign those products that use infringing intellectual property; or

�
Pursue legal remedies with third parties to enforce our indemnification rights, which may not adequately protect our
interests.

Any acquisitions we make could disrupt our business and harm our financial condition

        As part of our growth and product diversification strategy, we continue to evaluate opportunities to acquire other businesses, intellectual
property or technologies that would complement our current offerings, expand the breadth of our markets or enhance our technical capabilities.
The acquisitions that we have made and may make in the future entail a number of risks that could materially and adversely affect our business
and operating results, including:

�
Problems integrating the acquired operations, technologies or products with our existing business and products;

�
Diversion of management's time and attention from our core business;

�
Need for financial resources above our planned investment levels;
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�
Difficulties in retaining business relationships with suppliers and customers of the acquired company;

�
Risks associated with entering markets in which we lack prior experience;

�
Risks associated with the transfer of licenses of intellectual property;

�
Increased operating costs due to acquired overhead;

�
Tax issues associated with acquisitions;

�
Acquisition-related disputes, including disputes over earn-outs and escrows;

�
Potential loss of key employees of the acquired company; and

�
Potential impairment of related goodwill and intangible assets.

        Future acquisitions also could cause us to incur debt or contingent liabilities or cause us to issue equity securities that could negatively
impact the ownership percentages of existing shareholders.

We may be unable to protect our intellectual property, which would negatively affect our ability to compete

        Our products rely on our proprietary technology, and we expect that future technological advances made by us will be critical to sustain
market acceptance of our products. Therefore, we believe that the protection of our intellectual property rights is and will continue to be
important to the success of our business. We rely on a combination of patent, copyright, trademark and trade secret laws and restrictions on
disclosure to protect our intellectual property rights. We also enter into confidentiality or license agreements with our employees, consultants,
intellectual property providers and business partners, and control access to and distribution of our documentation and other proprietary
information. Despite these efforts, unauthorized parties may attempt to copy or otherwise obtain and use our proprietary technology. Monitoring
unauthorized use of our technology is difficult, and we cannot be certain that the steps we have taken will prevent unauthorized use of our
technology, particularly in foreign countries where the laws may not protect our proprietary rights as fully as in the United States. We cannot be
certain that patents will be issued as a result of our pending applications nor can we be certain that any issued patents would protect or benefit us
or give us adequate protection from competing products. For example, issued patents may be circumvented or challenged and declared invalid or
unenforceable. We also cannot be certain that others will not develop effective competing technologies on their own.

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

        The future growth of our business will depend in large part on our ability to manage our relationships with current and future distributors
and sales representatives, develop additional channels for the distribution and sale of our products and manage these relationships. As we
execute our indirect sales strategy, we must manage the potential conflicts that may arise with our direct sales efforts. For example, conflicts
with a distributor may arise when a customer begins purchasing directly from us rather than through the distributor. The inability to successfully
execute or manage a multi-channel sales strategy could impede our future growth. In addition, relationships with our distributors often involve
the use of price protection and inventory return rights. This often requires a significant amount of sales management's time and system resources
to manage properly.

We are subject to increased inventory risks and costs because we build our products based on forecasts provided by customers before
receiving purchase orders for the products

        In order to ensure availability of our products for some of our largest customers, we start the manufacturing of our products in advance of
receiving purchase orders based on forecasts provided by
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these customers. However, these forecasts do not represent binding purchase commitments and we do not recognize sales for these products until
they are shipped to the customer. As a result, we incur inventory and manufacturing costs in advance of anticipated sales. Because demand for
our products may not materialize, manufacturing based on forecasts subjects us to increased risks of high inventory carrying costs, increased
obsolescence and increased operating costs. These inventory risks are exacerbated when our customers purchase indirectly through contract
manufacturers or hold component inventory levels greater than their consumption rate because this causes us to have less visibility regarding the
accumulated levels of inventory for such customers. A resulting write-off of unusable or excess inventories would adversely affect our operating
results.

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

        Our products are complex and may contain errors, particularly when first introduced or as new versions are released. Our new products are
increasingly being designed in more complex processes which further increases the risk of errors. We rely primarily on our in-house testing
personnel to design test operations and procedures to detect any errors prior to delivery of our products to our customers. Because our products
are manufactured by third parties, should problems occur in the operation or performance of our ICs, we may experience delays in meeting key
introduction dates or scheduled delivery dates to our customers. These errors also could cause us to incur significant re-engineering costs, divert
the attention of our engineering personnel from our product development efforts and cause significant customer relations and business reputation
problems. Any defects could require product replacement or recall or we could be obligated to accept product returns. Any of the foregoing
could impose substantial costs and harm our business.

        Product liability claims may be asserted with respect to our products. Our products are typically sold at prices that are significantly lower
than the cost of the end-products into which they are incorporated. A defect or failure in our product could cause failure in our customer's
end-product, so we could face claims for damages that are disproportionately higher than the revenues and profits we receive from the products
involved. Furthermore, product liability risks are particularly significant with respect to medical and automotive applications because of the risk
of serious harm to users of these products. There can be no assurance that any insurance we maintain will sufficiently protect us from any such
claims.

We rely on third parties to manufacture, assemble and test our products and the failure to successfully manage our relationships with our
manufacturers and subcontractors would negatively impact our ability to sell our products

        We do not have our own wafer fab manufacturing facilities. Therefore, we rely on third-party vendors to manufacture the ICs we design.
We also currently rely on Asian third-party assembly subcontractors to assemble and package the silicon chips provided by the wafers for use in
final products. Additionally, we rely on these offshore subcontractors for a substantial portion of the testing requirements of our products prior to
shipping. We expect utilization of third-party subcontractors to continue in the future.

        The cyclical nature of the semiconductor industry drives wide fluctuations in available capacity at third-party vendors. On occasion, we
have been unable to adequately respond to unexpected increases in customer demand due to capacity constraints and, therefore, were unable to
benefit from this incremental demand. We may be unable to obtain adequate foundry, assembly or test capacity from our third-party
subcontractors to meet our customers' delivery requirements even if we adequately forecast customer demand.
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        There are significant risks associated with relying on these third-party foundries and subcontractors, including:

�
Failure by us, our customers or their end customers to qualify a selected supplier;

�
Potential insolvency of the third-party subcontractors;

�
Reduced control over delivery schedules and quality;

�
Limited warranties on wafers or products supplied to us;

�
Potential increases in prices or payments in advance for capacity;

�
Increased need for international-based supply, logistics and financial management;

�
Their inability to supply or support new or changing packaging technologies; and

�
Low test yields.

        We typically do not have long-term supply contracts with our third-party vendors which obligate the vendor to perform services and supply
products to us for a specific period, in specific quantities, and at specific prices. Our third-party foundry, assembly and test subcontractors
typically do not guarantee that adequate capacity will be available to us within the time required to meet demand for our products. In the event
that these vendors fail to meet our demand for whatever reason, we expect that it would take up to 12 months to transition performance of these
services to new providers. Such a transition may also require qualification of the new providers by our customers or their end customers.

        Since our inception, most of the silicon wafers for the products that we have shipped were manufactured either by TSMC or its affiliates.
Our customers typically complete their own qualification process. If we fail to properly balance customer demand across the existing
semiconductor fabrication facilities that we utilize or are required by our foundry partners to increase, or otherwise change the number of fab
lines that we utilize for our production, we might not be able to fulfill demand for our products and may need to divert our engineering resources
away from new product development initiatives to support the fab line transition, which would adversely affect our operating results.

        We monitor the financial condition of our third-party foundries and subcontractor partners. In April 2013, we received notice that
Telefunken Semiconductors GmbH & Co (TSG), a wafer supplier for our high-voltage products, had filed an insolvency proceeding in
Germany. Between April 2013 and December 3, 2013, the operations of TSG were managed by a trustee appointed by the German bankruptcy
court. On December 3, 2013, all of the saleable assets of TSG were purchased by Donauplaza GmbH. Donauplaza is now operating the former
foundry of TSG and supplying wafers to us.

        We do not have a history of working with Donauplaza. Donauplaza's ability to successfully operate a wafer foundry is unknown. If
Donauplaza is unable to successfully continue the operations of TSG, the supply of the wafers provided to us by Donauplaza could be reduced or
discontinued. We have accumulated a supply of inventory of the affected products based on the possibility of a reduction or discontinuation of
supply. We are qualifying a new vendor as an alternative source for such wafers. If there is a disruption in the supply of wafers and if the time
required for qualification of a new vendor by us or by our customers and their end-customers takes longer than expected, we might not be able to
fulfill demand for such products. Any reduction in the supply for these products could significantly reduce our revenues, which would adversely
affect our operating results.
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Our customers require our products to undergo a lengthy and expensive qualification process without any assurance of product sales

        Prior to purchasing our products, our customers require that our products undergo an extensive qualification process, which involves testing
of the products in the customer's system as well as rigorous reliability testing. This qualification process may continue for six months or longer.
However, qualification of a product by a customer does not ensure any sales of the product to that customer. Even after successful qualification
and sales of a product to a customer, a subsequent revision to the IC or software, changes in the IC's manufacturing process or the selection of a
new supplier by us may require a new qualification process, which may result in delays and in us holding excess or obsolete inventory. After our
products are qualified, it can take an additional six months or more before the customer commences volume production of components or
devices that incorporate our products. Despite these uncertainties, we devote substantial resources, including design, engineering, sales,
marketing and management efforts, toward qualifying our products with customers in anticipation of sales. If we are unsuccessful or delayed in
qualifying any of our products with a customer, such failure or delay would preclude or delay sales of such product to the customer, which may
impede our growth and cause our business to suffer.

We have substantial international activities, which subjects us to additional business risks including logistical and financial complexity,
political instability and currency fluctuations

        We have established international subsidiaries and have opened offices in international markets to support our activities in Europe and Asia.
This has included the establishment of a headquarters in Singapore for non-U.S. operations. The percentage of our revenues derived from
outside of the United States was 88% during fiscal 2013. We may not be able to maintain or increase international market demand for our
products. Our international operations are subject to a number of risks, including:

�
Complexity and costs of managing international operations and related tax obligations, including our headquarters for
non-U.S. operations in Singapore;

�
Protectionist laws and business practices that favor local competition in some countries;

�
Difficulties related to the protection of our intellectual property rights in some countries;

�
Multiple, conflicting and changing tax and other laws and regulations that may impact both our international and domestic
tax and other liabilities and result in increased complexity and costs;

�
Longer sales cycles;

�
Greater difficulty in accounts receivable collection and longer collection periods;

�
High levels of distributor inventory subject to price protection and rights of return to us;

�
Political and economic instability;

�
Greater difficulty in hiring and retaining qualified technical sales and applications engineers and administrative personnel;
and

�
The need to have business and operations systems that can meet the needs of our international business and operating
structure.

        To date, all of our sales to international customers and purchases of components from international suppliers have been denominated in
U.S. dollars. As a result, an increase in the value of the U.S. dollar relative to foreign currencies could make our products more expensive for our
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Our products incorporate technology licensed from third parties

        We incorporate technology (including software) licensed from third parties in our products. We could be subjected to claims of
infringement regardless of our lack of involvement in the development of the licensed technology. Although a third-party licensor is typically
obligated to indemnify us if the licensed technology infringes on another party's intellectual property rights, such indemnification is typically
limited in amount and may be worthless if the licensor becomes insolvent. See Significant litigation over intellectual property in our industry
may cause us to become involved in costly and lengthy litigation which could seriously harm our business. Furthermore, any failure of
third-party technology to perform properly would adversely affect sales of our products incorporating such technology.

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

        Our past growth has placed, and any future growth of our operations will continue to place, a significant strain on our management
personnel, systems and resources. We anticipate that we will need to implement a variety of new and upgraded sales, operational and financial
enterprise-wide systems, information technology infrastructure, procedures and controls, including the improvement of our accounting and other
internal management systems to manage this growth and maintain compliance with regulatory guidelines, including Sarbanes-Oxley Act
requirements. To the extent our business grows, our internal management systems and processes will need to improve to ensure that we remain
in compliance. We also expect that we will need to continue to expand, train, manage and motivate our workforce. All of these endeavors will
require substantial management effort, and we anticipate that we will require additional management personnel and internal processes to manage
these efforts and to plan for the succession from time to time of certain persons who have been key management and technical personnel. If we
are unable to effectively manage our expanding global operations, including our international headquarters in Singapore, our business could be
materially and adversely affected.

We are subject to risks relating to product concentration

        We derive a substantial portion of our revenues from a limited number of products, and we expect these products to continue to account for
a large percentage of our revenues in the near term. Continued market acceptance of these products, is therefore, critical to our future success. In
addition, substantially all of our products that we have sold include technology related to one or more of our issued U.S. patents. If these patents
are found to be invalid or unenforceable, our competitors could introduce competitive products that could reduce both the volume and price per
unit of our products. Our business, operating results, financial condition and cash flows could therefore be adversely affected by:

�
A decline in demand for any of our more significant products;

�
Failure of our products to achieve continued market acceptance;

�
Competitive products;

�
New technological standards or changes to existing standards that we are unable to address with our products;

�
A failure to release new products or enhanced versions of our existing products on a timely basis; and

�
The failure of our new products to achieve market acceptance.

We are subject to credit risks related to our accounts receivable

        We do not generally obtain letters of credit or other security for payment from customers, distributors or contract manufacturers.
Accordingly, we are not protected against accounts receivable
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default or bankruptcy by these entities. The current economic situation could increase the likelihood of such defaults and bankruptcies. Our ten
largest customers or distributors represent a substantial majority of our accounts receivable. If any such customer or distributor, or a material
portion of our smaller customers or distributors, were to become insolvent or otherwise not satisfy their obligations to us, we could be materially
harmed.

We depend on our key personnel to manage our business effectively in a rapidly changing market, and if we are unable to retain our current
personnel and hire additional personnel, our ability to develop and successfully market our products could be harmed

        We believe our future success will depend in large part upon our ability to attract and retain highly skilled managerial, engineering, sales
and marketing personnel. We believe that our future success will be dependent on retaining the services of our key personnel, developing their
successors and certain internal processes to reduce our reliance on specific individuals, and on properly managing the transition of key roles
when they occur. There is currently a shortage of qualified personnel with significant experience in the design, development, manufacturing,
marketing and sales of analog and mixed-signal ICs. In particular, there is a shortage of engineers who are familiar with the intricacies of the
design and manufacturability of analog elements, and competition for such personnel is intense. Our key technical personnel represent a
significant asset and serve as the primary source for our technological and product innovations. We may not be successful in attracting and
retaining sufficient numbers of technical personnel to support our anticipated growth. The loss of any of our key employees or the inability to
attract or retain qualified personnel both in the United States and internationally, including engineers, sales, applications and marketing
personnel, could delay the development and introduction of, and negatively impact our ability to sell, our products.

Any dispositions could harm our financial condition

        Any disposition of a product line would entail a number of risks that could materially and adversely affect our business and operating
results, including:

�
Diversion of management's time and attention from our core business;

�
Difficulties separating the divested business;

�
Risks to relations with customers who previously purchased products from our disposed product line;

�
Reduced leverage with suppliers due to reduced aggregate volume;

�
Risks related to employee relations;

�
Risks associated with the transfer and licensing of intellectual property;

�
Security risks and other liabilities related to the transition services provided in connection with the disposition;

�
Tax issues associated with dispositions; and

�
Disposition-related disputes, including disputes over earn-outs and escrows.

Our stock price may be volatile

        The market price of our common stock has been volatile in the past and may be volatile in the future. The market price of our common
stock may be significantly affected by the following factors:
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�
Changes in financial estimates by securities analysts or our failure to perform in line with such estimates;

�
Changes in market valuations of other technology companies, particularly semiconductor companies;

�
Announcements by us or our competitors of significant technical innovations, acquisitions, strategic partnerships, joint
ventures or capital commitments;

�
Introduction of technologies or product enhancements that reduce the need for our products;

�
The loss of, or decrease in sales to, one or more key customers;

�
A large sale of stock by a significant shareholder;

�
Dilution from the issuance of our stock in connection with acquisitions;

�
The addition or removal of our stock to or from a stock index fund;

�
Departures of key personnel; and

�
The required expensing of stock awards.

        The stock market has experienced extreme volatility that often has been unrelated to the performance of particular companies. These market
fluctuations may cause our stock price to fall regardless of our performance.

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

        Most of TSMC's foundries and several of our assembly and test subcontractors' sites are located in Taiwan and most of our other foundry,
assembly and test subcontractors are located in the Pacific Rim region. In addition, many of our customers are located in the Pacific Rim region.
The risk of earthquakes in Taiwan and the Pacific Rim region is significant due to the proximity of major earthquake fault lines in the area.
Earthquakes, tsunamis, fire, flooding, lack of water or other natural disasters, an epidemic, political unrest, war, labor strikes or work stoppages
in countries where our semiconductor manufacturers, assemblers and test subcontractors are located, likely would result in the disruption of our
foundry, assembly or test capacity. There can be no assurance that alternate capacity could be obtained on favorable terms, if at all.

        A natural disaster, epidemic, labor strike, war or political unrest where our customers' facilities are located would likely reduce our sales to
such customers. North Korea's geopolitical maneuverings have created unrest. Such unrest could create economic uncertainty or instability,
could escalate to war or otherwise adversely affect South Korea and our South Korean customers and reduce our sales to such customers, which
would materially and adversely affect our operating results. In addition, a significant portion of the assembly and testing of our products occurs
in South Korea. Any disruption resulting from these events could also cause significant delays in shipments of our products until we are able to
shift our manufacturing, assembling or testing from the affected subcontractor to another third-party vendor.

The semiconductor manufacturing process is highly complex and, from time to time, manufacturing yields may fall below our expectations,
which could result in our inability to satisfy demand for our products in a timely manner and may decrease our gross margins due to higher
unit costs
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manufacturing yields, we have from time to time experienced lower than anticipated manufacturing yields. Changes in manufacturing processes
or the inadvertent use of defective or contaminated materials could result in lower than anticipated manufacturing yields or unacceptable
performance deficiencies, which could lower our gross margins. If our foundries fail to deliver fabricated silicon wafers of satisfactory quality in
a timely manner, we will be unable to meet our customers' demand for our products in a timely manner, which would adversely affect our
operating results and damage our customer relationships. Additionally, we are beginning to utilize microelectromechanical systems (MEMS) in
certain of our timing products rather than the pure CMOS manufacturing process that we have traditionally utilized. We have less operating
history with MEMS IC design and MEMS IC manufacturing processes. If we are unable to successfully execute the design and product
qualification of MEMS-based products we may encounter lower yields and reduced manufacturing capacity.

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

        We rely on our customers to provide hardware, software, intellectual property indemnification and other technical support for the products
supplied by our customers. If our customers do not provide the required functionality or if our customers do not provide satisfactory support for
their products, the demand for these devices that incorporate our products may diminish or we may otherwise be materially adversely affected.
Any reduction in the demand for these devices would significantly reduce our revenues.

        In certain products, some of our customers offer their own competitive products. These customers may find it advantageous to support their
own offerings in the marketplace in lieu of promoting our products.

Our debt could adversely affect our operations and financial condition

        We believe we have the ability to service our debt under our credit facilities, but our ability to make the required payments thereunder when
due depends upon our future performance, which will be subject to general economic conditions, industry cycles and other factors affecting our
operations, including risk factors described under this Item 1A, many of which are beyond our control. Our credit facilities also contain
covenants, including financial covenants. If we breach any of the covenants under our credit facilities and do not obtain appropriate waivers,
then, subject to any applicable cure periods, our outstanding indebtedness thereunder could be declared immediately due and payable.

We could seek to raise additional debt or equity capital in the future, but additional capital may not be available on terms acceptable to us, or
at all

        We believe that our existing cash, cash equivalents, investments and credit under our credit facilities will be sufficient to meet our working
capital needs, capital expenditures, investment requirements and commitments for at least the next 12 months. However, our ability to borrow
further under the credit facilities is dependent upon our ability to satisfy various conditions, covenants and representations. It is possible that we
may need to raise additional funds to finance our activities or to facilitate acquisitions of other businesses, products, intellectual property or
technologies. We believe we could raise these funds, if needed, by selling equity or debt securities to the public or to selected investors. In
addition, even though we may not need additional funds, we may still elect to sell additional equity or debt securities or obtain credit facilities
for other reasons. However, we may not be able to obtain additional funds on favorable terms, or at all. If we decide to raise additional funds by
issuing equity or convertible debt securities, the ownership percentages of existing shareholders would be reduced.
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We are a relatively small company with limited resources compared to some of our current and potential competitors and we may not be able
to compete effectively and increase market share

        Some of our current and potential competitors have longer operating histories, significantly greater resources and name recognition and a
larger base of customers than we have. As a result, these competitors may have greater credibility with our existing and potential customers.
They also may be able to adopt more aggressive pricing policies and devote greater resources to the development, promotion and sale of their
products than we can to ours. In addition, some of our current and potential competitors have already established supplier or joint development
relationships with the decision makers at our current or potential customers. These competitors may be able to leverage their existing
relationships to discourage their customers from purchasing products from us or persuade them to replace our products with their products. Our
competitors may also offer bundled solutions offering a more complete product despite the technical merits or advantages of our products. These
competitors may elect not to support our products which could complicate our sales efforts. These and other competitive pressures may prevent
us from competing successfully against current or future competitors, and may materially harm our business. Competition could decrease our
prices, reduce our sales, lower our gross margins and/or decrease our market share.

Provisions in our charter documents and Delaware law could prevent, delay or impede a change in control of us and may reduce the market
price of our common stock

        Provisions of our certificate of incorporation and bylaws could have the effect of discouraging, delaying or preventing a merger or
acquisition that a stockholder may consider favorable. For example, our certificate of incorporation and bylaws provide for:

�
The division of our Board of Directors into three classes to be elected on a staggered basis, one class each year;

�
The ability of our Board of Directors to issue shares of our preferred stock in one or more series without further
authorization of our stockholders;

�
A prohibition on stockholder action by written consent;

�
Elimination of the right of stockholders to call a special meeting of stockholders;

�
A requirement that stockholders provide advance notice of any stockholder nominations of directors or any proposal of new
business to be considered at any meeting of stockholders; and

�
A requirement that a supermajority vote be obtained to amend or repeal certain provisions of our certificate of incorporation.

        We also are subject to the anti-takeover laws of Delaware which may discourage, delay or prevent someone from acquiring or merging with
us, which may adversely affect the market price of our common stock.

Risks related to our industry

We are subject to the cyclical nature of the semiconductor industry, which has been subject to significant fluctuations

        The semiconductor industry is highly cyclical and is characterized by constant and rapid technological change, rapid product obsolescence
and price erosion, evolving standards, short product life cycles and wide fluctuations in product supply and demand. The industry has
experienced significant fluctuations, often connected with, or in anticipation of, maturing product cycles and new product introductions of both
semiconductor companies' and their customers' products and fluctuations in general economic conditions. Deteriorating general worldwide
economic conditions, including
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reduced economic activity, concerns about credit and inflation, increased energy costs, decreased consumer confidence, reduced corporate
profits, decreased spending and similar adverse business conditions, would make it very difficult for our customers, our vendors, and us to
accurately forecast and plan future business activities and could cause U.S. and foreign businesses to slow spending on our products. We cannot
predict the timing, strength, or duration of any economic slowdown or economic recovery. If the economy or markets in which we operate
deteriorate, our business, financial condition, and results of operations would likely be materially and adversely affected.

        Downturns have been characterized by diminished product demand, production overcapacity, high inventory levels and accelerated erosion
of average selling prices. In the recent past, we believe the semiconductor industry suffered a downturn due in large part to adverse conditions in
the global credit and financial markets, including diminished liquidity and credit availability, declines in consumer confidence, declines in
economic growth, increased unemployment rates and general uncertainty regarding the economy. Such downturns may have a material adverse
effect on our business and operating results.

        Upturns have been characterized by increased product demand and production capacity constraints created by increased competition for
access to third-party foundry, assembly and test capacity. We are dependent on the availability of such capacity to manufacture, assemble and
test our ICs. None of our third-party foundry, assembly or test subcontractors have provided assurances that adequate capacity will be available
to us.

The average selling prices of our products could decrease rapidly which may negatively impact our revenues and gross margins

        We may experience substantial period-to-period fluctuations in future operating results due to the erosion of our average selling prices. We
have reduced the average unit price of our products in anticipation of or in response to competitive pricing pressures, new product introductions
by us or our competitors and other factors. If we are unable to offset any such reductions in our average selling prices by increasing our sales
volumes, increasing our sales content per application or reducing production costs, our gross margins and revenues will suffer. To maintain our
gross margin percentage, we will need to develop and introduce new products and product enhancements on a timely basis and continually
reduce our costs. Our failure to do so could cause our revenues and gross margin percentage to decline.

Competition within the numerous markets we target may reduce sales of our products and reduce our market share

        The markets for semiconductors in general, and for mixed-signal ICs in particular, are intensely competitive. We expect that the market for
our products will continually evolve and will be subject to rapid technological change. In addition, as we target and supply products to numerous
markets and applications, we face competition from a relatively large number of competitors. We compete with Analog Devices, Atmel,
Conexant, Cypress, Epson, Freescale, IDT, Lantiq, Maxim Integrated Products, MaxLinear, Microchip, Microsemi, NXP Semiconductors,
Renesas, Sony Semiconductor, STMicroelectronics, Texas Instruments, Vectron International and others. We expect to face competition in the
future from our current competitors, other manufacturers and designers of semiconductors, and start-up semiconductor design companies. As the
markets for communications products grow, we also may face competition from traditional communications device companies. These companies
may enter the mixed-signal semiconductor market by introducing their own ICs or by entering into strategic relationships with or acquiring other
existing providers of semiconductor products. In addition, large companies may restructure their operations to create separate companies or may
acquire new businesses that are focused on providing the types of products we produce or acquire our customers.
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Our products must conform to industry standards and technology in order to be accepted by end users in our markets

        Generally, our products comprise only a part of a device. All components of such devices must uniformly comply with industry standards
in order to operate efficiently together. We depend on companies that provide other components of the devices to support prevailing industry
standards. Many of these companies are significantly larger and more influential in affecting industry standards than we are. Some industry
standards may not be widely adopted or implemented uniformly, and competing standards may emerge that may be preferred by our customers
or end users. If larger companies do not support the same industry standards that we do, or if competing standards emerge, market acceptance of
our products could be adversely affected which would harm our business.

        Products for certain applications are based on industry standards that are continually evolving. Our ability to compete in the future will
depend on our ability to identify and ensure compliance with these evolving industry standards. The emergence of new industry standards could
render our products incompatible with products developed by other suppliers. As a result, we could be required to invest significant time and
effort and to incur significant expense to redesign our products to ensure compliance with relevant standards. If our products are not in
compliance with prevailing industry standards for a significant period of time, we could miss opportunities to achieve crucial design wins.

        Our pursuit of necessary technological advances may require substantial time and expense. We may not be successful in developing or
using new technologies or in developing new products or product enhancements that achieve market acceptance. If our ICs fail to achieve
market acceptance, our growth prospects, operating results and competitive position could be adversely affected.

We may be subject to information technology failures that could damage our reputation, business operations and financial condition

        We rely on information technology for the effective operation of our business. Our systems are subject to damage or interruption from a
number of potential sources, including natural disasters, accidents, power disruptions, telecommunications failures, acts of terrorism or war,
computer viruses, physical or electronic break-ins, cyber attacks, sabotage, vandalism, or similar events or disruptions. Our security measures
may not detect or prevent such security breaches. Any such compromise of our information security could result in the unauthorized publication
of our confidential business or proprietary information, result in the unauthorized release of customer, supplier or employee data, result in a
violation of privacy or other laws, expose us to a risk of litigation or damage our reputation. In addition, our inability to use or access these
information systems at critical points in time could unfavorably impact the timely and efficient operation of our business, which could
negatively affect our business and operating results.

        Third parties with which we conduct business, such as foundries, assembly and test contractors, and distributors, have access to certain
portions of our sensitive data. In the event that these third parties do not properly safeguard our data that they hold, security breaches could result
and negatively impact our business, operations and financial results.

Customer demands and new regulations related to conflict-free minerals may adversely affect us

        The Dodd-Frank Wall Street Reform and Consumer Protection Act imposes new disclosure requirements regarding the use of "conflict"
minerals mined from the Democratic Republic of Congo and adjoining countries in products, whether or not these products are manufactured by
third parties. These new requirements could affect the pricing, sourcing and availability of minerals used in the manufacture of semiconductor
devices (including our products). There will be additional costs associated with complying with the disclosure requirements, such as costs
related to determining the source of any conflict minerals used in our products. Our supply chain is complex and we may be unable to verify the
origins for all metals used in our products. We may also encounter challenges with our customers and stockholders if we are unable to certify
that our products are conflict free.
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 Item 1B.    Unresolved Staff Comments

        None.

 Item 2.    Properties

        Our corporate headquarters, housing engineering, sales and marketing, administration and test operations, is located in Austin, Texas. Our
headquarters facilities consist of two buildings, which we purchased in 2012, that are located on land which we have leased through 2099. The
buildings contain approximately 441,000 square feet of floor space, of which approximately 111,000 square feet were leased to other tenants. In
addition to these properties, we lease smaller facilities in various locations in the United States, China, France, Germany, Hungary, India,
Ireland, Italy, Japan, Norway, Singapore, South Korea, Taiwan and the United Kingdom for engineering, sales and marketing, administrative
and manufacturing support activities. We believe that these facilities are suitable and adequate to meet our current operating needs.

 Item 3.    Legal Proceedings

Patent Litigation

        On January 21, 2014, Cresta Technology Corporation ("Cresta Technology"), a Delaware corporation, filed a lawsuit against us, Samsung
Electronics Co., Ltd., Samsung Electronics America, Inc., LG Electronics Inc. and LG Electronics U.S.A., Inc. in the United States District
Court in the District of Delaware, alleging infringement of United States Patent Nos. 7,075,585, 7,265,792 and 7,251,466. The lawsuit relates to
our family of television tuner products. Cresta Technology seeks unspecified compensatory and enhanced damages, attorney fees and a
permanent injunction. On January 28, 2014, Cresta Technology also filed a complaint with the United States International Trade Commission
alleging infringement of the same patents against us, Samsung and LG Electronics and seeking to prevent the importation and sale of allegedly
infringing products in the United States. We intend to vigorously defend against these allegations. At this time, we cannot predict the outcome of
these matters or the resulting financial impact to us, if any.

        In 2012, MaxLinear, Inc., a Delaware corporation, and we engaged one another in three patent infringement lawsuits filed in the United
States District Court for the Southern District of California, San Diego Division, and in the United States District Court for the Western District
of Texas, Austin Division. The Texas Court determined that the dispute concerning MaxLinear's patents would proceed in the California Court.
On May 16, 2013, MaxLinear filed an additional patent infringement lawsuit against us in the United States District Court for the Southern
District of California. On October 3, 2013, we and MaxLinear executed a Settlement Agreement resolving all of the lawsuits between us.
MaxLinear granted us a license to its patent portfolio for our accused products, and we granted MaxLinear a license to our patent portfolio for
the accused MaxLinear products. As part of the settlement, MaxLinear made a one-time payment of $1.25 million to us. We and MaxLinear also
entered into a 3-year covenant not to sue and agreed to dismiss all of the pending cases.

Other

        We are involved in various other legal proceedings that have arisen in the normal course of business. While the ultimate results of these
matters cannot be predicted with certainty, we do not expect them to have a material adverse effect on our consolidated financial statements.

 Item 4.    Mine Safety Disclosures

        Not applicable.
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 Part II

 Item 5.    Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Market Information and Holders

        Our registration statement (Registration No. 333-94853) under the Securities Act of 1933, as amended, relating to our initial public offering
of our common stock became effective on March 23, 2000. Our common stock is quoted on the NASDAQ National Market (NASDAQ) under
the symbol "SLAB". The table below shows the high and low per-share sales prices of our common stock for the periods indicated, as reported
by NASDAQ. As of January 21, 2014, there were 111 holders of record of our common stock.

High Low
Fiscal Year 2012
First Quarter $ 48.50 $ 41.07
Second Quarter 43.42 32.00
Third Quarter 40.35 34.55
Fourth Quarter 42.98 35.00

Fiscal Year 2013
First Quarter $ 47.41 $ 39.65
Second Quarter 44.00 38.04
Third Quarter 46.21 38.16
Fourth Quarter 44.19 37.57
Dividend Policy

        We have never declared or paid any cash dividends on our common stock and we do not intend to pay cash dividends in the foreseeable
future. We currently expect to retain any future earnings to fund the operation and expansion of our business.
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Stock Performance Graph

        The graph depicted below shows a comparison of cumulative total stockholder returns for an investment in Silicon Laboratories Inc.
common stock, the NASDAQ Composite Index, the NASDAQ Electronic Components Index and the PHLX Semiconductor Index.

Company / Index 01/03/09 01/02/10 01/01/11 12/31/11 12/29/12 12/28/13
Silicon Laboratories Inc. $ 100.00 $ 189.28 $ 180.05 $ 169.87 $ 162.32 $ 165.69
NASDAQ Composite $ 100.00 $ 144.45 $ 169.81 $ 167.85 $ 188.54 $ 267.16
PHLX Semiconductor Index $ 100.00 $ 159.68 $ 183.23 $ 186.05 $ 204.93 $ 268.55

(1)
The graph assumes that $100 was invested in our common stock and in each index at the market close on January 3, 2009, and that all
dividends were reinvested. No cash dividends have been declared on our common stock.

(2)
Stockholder returns over the indicated period should not be considered indicative of future stockholder returns.

29

Edgar Filing: SILICON LABORATORIES INC - Form 10-K

45



Table of Contents

Issuer Purchases of Equity Securities

        The following table summarizes repurchases of our common stock during the three months ended December 28, 2013 (in thousands, except
per share amounts):

Period

Total Number
of Shares

Purchased

Average Price
Paid per

Share

Total Number of
Shares Purchased
as Part of Publicly
Announced Plans

or Programs

Approximate
Dollar Value of
Shares that May

Yet Be Purchased
Under the Plans

or Programs
September 29, 2013 - October 26, 2013 42 $ 39.51 42 $ 40,557

October 27, 2013 - November 23, 2013 286 $ 39.32 286 $ 29,301

November 24, 2013 - December 28, 2013 136 $ 39.14 136 $ 23,991

      
Total 464 $ 39.28 464

        In January 2013, our Board of Directors authorized a program to repurchase up to $50 million of our common stock through January 2014.
The program allows for repurchases to be made in the open market or in private transactions, including structured or accelerated transactions,
subject to applicable legal requirements and market conditions.

 Item 6.    Selected Financial Data

        Please read this selected consolidated financial data in conjunction with "Management's Discussion and Analysis of Financial Condition
and Results of Operations," our Consolidated Financial Statements and the notes to those statements included in this Form 10-K.

Fiscal Year

2013 2012 2011 2010 2009
(in thousands, except per share data)

Consolidated Statements of Income Data

Revenues $ 580,087 $ 563,294 $ 491,625 $ 493,341 $ 441,020
Operating income $ 64,310 $ 85,675 $ 50,074 $ 86,671 $ 66,511
Net income $ 49,819 $ 63,548 $ 35,472 $ 73,242 $ 73,092(2)

Earnings per share:

Basic $ 1.17 $ 1.51 $ 0.82 $ 1.63 $ 1.62
Diluted $ 1.14 $ 1.47 $ 0.79 $ 1.57 $ 1.57

Consolidated Balance Sheet Data
Cash, cash equivalents and
investments (1) $ 286,025 $ 293,360 $ 324,967 $ 383,362 $ 434,899
Working capital 350,170 361,304 370,211 414,073 435,359
Total assets 991,150 871,966 705,991 727,658 742,838
Long-term obligations 143,441 115,615 24,214 22,372 24,403
Total stockholders' equity 738,562 649,973 598,939 625,430 629,796

(1)
Reflects repurchases of $26 million, $62 million, $110 million, $140 million and $20 million of our common stock in fiscal 2013,
2012, 2011, 2010 and 2009, respectively.

(2)
Includes a benefit related to the resolution of prior year uncertain tax benefits.
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 Item 7.    Management's Discussion and Analysis of Financial Condition and Results of Operations

        The following discussion and analysis of financial condition and results of operations should be read in conjunction with the Consolidated
Financial Statements and related notes thereto included elsewhere in this report. This discussion contains forward-looking statements. Please see
the "Cautionary Statement" and "Risk Factors" above for discussions of the uncertainties, risks and assumptions associated with these
statements. Our fiscal year-end financial reporting periods are a 52-or 53-week year ending on the Saturday closest to December 31st. Fiscal
2013, 2012 and 2011were 52-week years and ended on December 28, 2013, December 29, 2012 and December 31, 2011, respectively. Fiscal
2014 will have 53 weeks with the extra week occurring in the fourth quarter of the year.

Overview

        We design and develop proprietary, analog-intensive, mixed-signal integrated circuits (ICs) for a broad range of applications. Mixed-signal
ICs are electronic components that convert real-world analog signals, such as sound and radio waves, into digital signals that electronic products
can process. Therefore, mixed-signal ICs are critical components in products addressing a variety of markets, including communications,
consumer, industrial and automotive. Our major customers include Alcatel, Cisco, Harman Becker, Huawei, LG Electronics, Pace, Samsung,
Technicolor, Varian Medical Systems and ZTE.

        As a fabless semiconductor company, we rely on third-party semiconductor fabricators in Asia, and to a lesser extent the United States and
Europe, to manufacture the silicon wafers that reflect our IC designs. Each wafer contains numerous die, which are cut from the wafer to create a
chip for an IC. We rely on third parties in Asia to assemble, package, and, in most cases, test these devices and ship these units to our customers.
Testing performed by such third parties facilitates faster delivery of products to our customers (particularly those located in Asia), shorter
production cycle times, lower inventory requirements, lower costs and increased flexibility of test capacity.

        Our expertise in analog-intensive, high-performance, mixed-signal ICs enables us to develop highly differentiated solutions that address
multiple markets. We group our products into the following categories:

�
Broad-based products, which include our microcontrollers, timing products (clocks and oscillators), power and isolation
devices, and sensors;

�
Broadcast products, which include our broadcast audio and video products; and

�
Access products, which include our Voice over IP (VoIP) products, embedded modems and our Power over Ethernet (PoE)
devices.

        Through acquisitions and internal development efforts, we have continued to diversify our product portfolio and introduce next-generation
ICs with added functionality and further integration. On July 1, 2013, we acquired Energy Micro AS. Energy Micro designed and developed
energy-efficient 32-bit microcontrollers based on ARM Cortex-M architecture. Energy Micro's energy-friendly solutions are designed to enable
a broad range of power-sensitive applications for the Internet of Things (IoT), including smart energy, home automation, security and portable
electronics markets. See Note 9, Acquisitions, for additional information.

        In fiscal 2013, we introduced a new family of sub-GHz wireless MCUs optimized for power-sensitive, battery-powered systems with RF
connectivity; a high-performance bridge controller for USB connectivity applications; relative humidity (RH) and temperature sensors that
simplify RH sensing designs while providing power efficiency and ease of use; the EFM32� Zero Gecko MCU family designed to achieve low
system energy consumption for a wide range of battery-powered applications; a
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family of universal digital video broadcast (DVB) demodulators that support the latest worldwide DVB standards for cable, terrestrial and
satellite reception; a low-jitter, low-power and frequency-flexible timing solution for high-speed networking equipment based on the
Synchronous Ethernet (SyncE) standard; a new family of silicon TV tuners offering high performance, integration and low system cost while
supporting all worldwide terrestrial and cable TV standards; highly integrated, feature-rich 8-bit MCUs optimized for cost-sensitive motor
control applications; highly integrated microelectromechanical system (MEMS) oscillators based on our CMEMS (CMOS+MEMS) technology
and designed to replace general-purpose crystal oscillators (XOs) in cost-sensitive, low-power and high-volume industrial, embedded and
consumer electronics applications; ultra-small and low-power PCI Express (PCIe) clock generators; XOs that meet ultra-low jitter requirements
for cloud computing and networking equipment; digital CMOS-based drop-in replacement solutions for opto-drivers; a single-chip digital radio
receiver developed for the global portable and consumer electronics markets; next-generation analog-tuned, analog/digital-display (ATxD)
multiband radio ICs; and a high-performance, ultra-low-power sub-GHz wireless transceiver optimized for China's smart metering market. We
plan to continue to introduce products that increase the content we provide for existing applications, thereby enabling us to serve markets we do
not currently address and expanding our total available market opportunity.

        During fiscal 2013, 2012 and 2011, we had one customer, Samsung, whose purchases across a variety of product areas represented 15%,
19% and 13% of our revenues, respectively. In addition to direct sales to customers, some of our end customers purchase products indirectly
from us through distributors and contract manufacturers. An end customer purchasing through a contract manufacturer typically instructs such
contract manufacturer to obtain our products and incorporate such products with other components for sale by such contract manufacturer to the
end customer. Although we actually sell the products to, and are paid by, the distributors and contract manufacturers, we refer to such end
customer as our customer. Two of our distributors, Edom Technology and Avnet, represented 21% and 11% of our revenues during fiscal 2013,
respectively. Edom and Avnet, represented 22% and 11% of our revenues during fiscal 2012, respectively. Edom, Avnet and Macnica,
represented 24%, 12% and 10% of our revenues during fiscal 2011, respectively. There were no other distributors or contract manufacturers that
accounted for more than 10% of our revenues in fiscal 2013, 2012 or 2011.

        The percentage of our revenues derived from outside of the United States was 88% in fiscal 2013, 88% in fiscal 2012 and 86% in fiscal
2011. All of our revenues to date have been denominated in U.S. dollars. We believe that a majority of our revenues will continue to be derived
from customers outside of the United States.

        The sales cycle for our ICs can be as long as 12 months or more. An additional three to six months or more are usually required before a
customer ships a significant volume of devices that incorporate our ICs. Due to this lengthy sales cycle, we typically experience a significant
delay between incurring research and development and selling, general and administrative expenses, and the corresponding sales. Consequently,
if sales in any quarter do not occur when expected, expenses and inventory levels could be disproportionately high, and our operating results for
that quarter and, potentially, future quarters would be adversely affected. Moreover, the amount of time between initial research and
development and commercialization of a product, if ever, can be substantially longer than the sales cycle for the product. Accordingly, if we
incur substantial research and development costs without developing a commercially successful product, our operating results, as well as our
growth prospects, could be adversely affected.

        Because many of our ICs are designed for use in consumer products such as televisions, set-top boxes, radios and mobile handsets, we
expect that the demand for our products will be typically subject to some degree of seasonal demand. However, rapid changes in our markets
and across our product areas make it difficult for us to accurately estimate the impact of seasonal factors on our business.
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Results of Operations

        The following describes the line items set forth in our Consolidated Statements of Income:

        Revenues.    Revenues are generated almost exclusively by sales of our ICs. We recognize revenue on sales when all of the following
criteria are met: 1) there is persuasive evidence that an arrangement exists, 2) delivery of goods has occurred, 3) the sales price is fixed or
determinable, and 4) collectibility is reasonably assured. Generally, we recognize revenue from product sales to direct customers and contract
manufacturers upon shipment. Certain of our sales are made to distributors under agreements allowing certain rights of return and price
protection on products unsold by distributors. Accordingly, we defer the revenue and cost of revenue on such sales until the distributors sell the
product to the end customer. Our products typically carry a one-year replacement warranty. Replacements have been insignificant to date. Our
revenues are subject to variation from period to period due to the volume of shipments made within a period, the mix of products we sell and the
prices we charge for our products. The vast majority of our revenues were negotiated at prices that reflect a discount from the list prices for our
products. These discounts are made for a variety of reasons, including: 1) to establish a relationship with a new customer, 2) as an incentive for
customers to purchase products in larger volumes, 3) to provide profit margin to our distributors who resell our products or 4) in response to
competition. In addition, as a product matures, we expect that the average selling price for such product will decline due to the greater
availability of competing products. Our ability to increase revenues in the future is dependent on increased demand for our established products
and our ability to ship larger volumes of those products in response to such demand, as well as our ability to develop or acquire new products
and subsequently achieve customer acceptance of newly introduced products.

        Cost of Revenues.    Cost of revenues includes the cost of purchasing finished silicon wafers processed by independent foundries; costs
associated with assembly, test and shipping of those products; costs of personnel and equipment associated with manufacturing support, logistics
and quality assurance; costs of software royalties, other intellectual property license costs and certain acquired intangible assets; and an allocated
portion of our occupancy costs.

        Research and Development.    Research and development expense consists primarily of personnel-related expenses, including stock-based
compensation, as well as new product masks, external consulting and services costs, equipment tooling, equipment depreciation, amortization of
intangible assets, and an allocated portion of our occupancy costs. Research and development activities include the design of new products,
refinement of existing products and design of test methodologies to ensure compliance with required specifications.

        Selling, General and Administrative.    Selling, general and administrative expense consists primarily of personnel-related expenses,
including stock-based compensation, as well as an allocated portion of our occupancy costs, sales commissions to independent sales
representatives, applications engineering support, professional fees, legal fees and promotional and marketing expenses.

        Interest Income.    Interest income reflects interest earned on our cash, cash equivalents and investment balances.

        Interest Expense.    Interest expense consists of interest on our short and long-term obligations, including our Credit Facilities.

        Other Income (Expense), Net.    Other income (expense), net consists primarily of foreign currency remeasurement adjustments as well as
other non-operating income and expenses.

        Provision for Income Taxes.    Provision for income taxes includes both domestic and foreign income taxes at the applicable statutory
rates adjusted for non-deductible expenses, research and development tax credits and other permanent differences.
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        The following table sets forth our Consolidated Statements of Income data as a percentage of revenues for the periods indicated:

Fiscal Year

2013 2012 2011
Revenues 100.0% 100.0% 100.0%
Cost of revenues 39.2 40.0 39.3

     
Gross margin 60.8 60.0 60.7

Operating expenses:
Research and development 27.2 24.5 27.7
Selling, general and administrative 22.5 20.3 22.8

     
Operating expenses 49.7 44.8 50.5

     
Operating income 11.1 15.2 10.2

Other income (expense):
Interest income 0.2 0.2 0.3
Interest expense (0.6) (0.2) 0.0
Other income (expense), net 0.0 0.1 0.1

     
Income before income taxes 10.7 15.3 10.6
Provision for income taxes 2.1 4.0 3.4

     
Net income 8.6% 11.3% 7.2%

     
     

Comparison of Fiscal 2013 to Fiscal 2012

Revenues

Fiscal Year
(in millions) 2013 2012 Change % Change
Broad-based $ 281.8 $ 270.1 $ 11.7 4.3%
Broadcast 199.8 186.1 13.7 7.4%
Access 98.5 107.1 (8.6) (8.1)%

      
Revenues $ 580.1 $ 563.3 $ 16.8 3.0%
        The change in revenues in fiscal 2013 was due primarily to:

�
Increased revenues of $11.7 million for our Broad-based ICs, due primarily to the addition of revenues from the acquisition
of Energy Micro in July 2013 and Ember in July 2012 and market share gains for our timing ICs. Broad-based revenue
growth was offset in part by declines in revenue for our touch controller ICs due to our planned exit from this market.
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Increased revenues of $13.7 million for our Broadcast ICs, due primarily to market share gains for our video ICs. Broadcast
revenue growth was offset in part by declines in revenue for our audio ICs, which decreased primarily due to declines in
market share.

�
Decreased revenues of $8.6 million for our Access ICs. The decrease in Access revenues resulted primarily due to declines
in market share for our VoIP ICs.

        Unit volumes of our products decreased compared to fiscal 2012 by 8.1%. Average selling prices increased compared to the same period by
12.1%. The average selling prices of our products may fluctuate significantly from period to period. In general, as our products become more
mature, we expect to experience decreases in average selling prices. We anticipate that newly announced, higher priced, next generation
products and product derivatives will offset some of these decreases.
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Gross Margin

Fiscal Year
(in millions) 2013 2012 Change
Gross margin $ 352.9 $ 338.0 $ 14.9
Percent of revenue 60.8% 60.0% 0.8%
        The increased dollar amount of gross margin in fiscal 2013 was due primarily to $14.4 million of increased gross margin from higher
market demand for our video and timing ICs and the addition of ICs acquired from Energy Micro and Ember, offset in part by a decline in
demand for our touch controller, audio and VoIP ICs.

        We may experience declines in the average selling prices of certain of our products. This creates downward pressure on gross margin as a
percentage of revenues and may be offset to the extent we are able to: 1) introduce higher margin new products and gain market share with our
ICs; 2) achieve lower production costs from our wafer suppliers and third-party assembly and test subcontractors; 3) achieve lower production
costs per unit as a result of improved yields throughout the manufacturing process; or 4) reduce logistics costs.

Research and Development

Fiscal Year %
Change(in millions) 2013 2012 Change

Research and development $ 157.8 $ 138.0 $ 19.8 14.4%
Percent of revenue 27.2% 24.5%
        The increase in research and development expense in fiscal 2013 was principally due to increases of (a) $11.4 million for personnel-related
expenses, including personnel costs associated with (i) increased headcount, and (ii) the acquisition of Energy Micro and Ember, and
(b) $4.0 million for the amortization of intangible assets primarily related to our acquisition of Energy Micro. We expect that research and
development expense will remain relatively stable in absolute dollars in the first quarter of 2014.

        Recent development projects include a new family of sub-GHz wireless MCUs optimized for power-sensitive, battery-powered systems
with RF connectivity; a high-performance bridge controller for USB connectivity applications; RH and temperature sensors that simplify RH
sensing designs while providing power efficiency and ease of use; the EFM32 Zero Gecko MCU family designed to achieve low system energy
consumption for a wide range of battery-powered applications; a family of universal DVB demodulators that support the latest worldwide DVB
standards for cable, terrestrial and satellite reception; a low-jitter, low-power and frequency-flexible timing solution for high-speed networking
equipment based on the SyncE standard; a new family of silicon TV tuners offering high performance, integration and low system cost while
supporting all worldwide terrestrial and cable TV standards; highly integrated, feature-rich 8-bit MCUs optimized for cost-sensitive motor
control applications; highly integrated MEMS oscillators based on our CMEMS technology and designed to replace general-purpose XOs in
cost-sensitive, low-power and high-volume industrial, embedded and consumer electronics applications; ultra-small and low-power PCIe clock
generators; XOs that meet ultra-low jitter requirements for cloud computing and networking equipment; digital CMOS-based drop-in
replacement solutions for opto-drivers; a single-chip digital radio receiver developed for the global portable and consumer electronics markets;
next-generation analog-tuned, analog/digital-display (ATxD) multiband radio ICs; and a high-performance, ultra-low-power sub-GHz wireless
transceiver optimized for China's smart metering market.
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Selling, General and Administrative

Fiscal Year %
Change(in millions) 2013 2012 Change

Selling, general and administrative $ 130.8 $ 114.4 $ 16.4 14.3%
Percent of revenue 22.5% 20.3%
        The increase in selling, general and administrative expense in fiscal 2013 was principally due to a net gain of $8.5 million in fiscal 2012
from the purchase of our headquarters. Furthermore, the increase in selling, general and administrative expense in fiscal 2013 was also due to
increases of (a) $2.5 million for sales commissions, (b) $2.1 million for personnel-related expenses, primarily associated with (i) increased
headcount, and (ii) the acquisition of Energy Micro and Ember, and (c) $1.5 million for legal fees, primarily related to litigation and
acquisition-related costs. We expect that selling, general and administrative expense will increase in absolute dollars in the first quarter of 2014.

Interest Income

        Interest income in fiscal 2013 was $0.9 million compared to $1.3 million in fiscal 2012.

Interest Expense

        Interest expense in fiscal 2013 was $3.3 million compared $1.1 million in fiscal 2012. The increase in fiscal 2013 was principally due to
higher average debt balances in the period on our Term Loan Facility under our Credit Agreement.

Other Income (Expense), Net

        Other income (expense), net in fiscal 2013 was $0.2 million compared to $0.5 million in fiscal 2012.

Provision for Income Taxes

Fiscal Year

(in millions) 2013 2012 Change
Provision for income taxes $ 12.2 $ 22.8 $ (10.6)
Effective tax rate 19.7% 26.4%
        The effective tax rate for fiscal 2013 decreased from the prior period, primarily due to the prior period tax charge related to the
intercompany license of certain technology associated with the acquisition of Ember during 2012 and the recognition of the fiscal 2012 and
fiscal 2013 federal research and development tax credits in fiscal 2013 as a result of the enactment of the American Taxpayer Relief Act of 2012
(the "Act") on January 2, 2013. The decrease in the effective tax rate for fiscal 2013 was partially offset by the release during the prior period of
unrecognized tax benefits that were determined to be effectively settled during 2012. We expect our effective tax rate for fiscal 2014 to increase
primarily due to the expiration of the federal research and development tax credit on December 31, 2013.

        The effective tax rates for each of the periods presented differ from the federal statutory rate of 35% due to the amount of income earned in
foreign jurisdictions where the tax rate may be lower than the federal statutory rate, research and development tax credits and other permanent
items including changes to the liability for unrecognized tax benefits.
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Comparison of Fiscal 2012 to Fiscal 2011

Revenues

Fiscal Year %
Change(in millions) 2012 2011 Change

Broad-based $ 270.1 $ 208.7 $ 61.4 29.4%
Broadcast 186.1 169.5 16.6 9.7%
Access 107.1 113.4 (6.3) (5.5)%
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