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POWER INTEGRATIONS, INC.
5245 Hellyer Avenue
San Jose, California 95138-1002

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON JUNE 8, 2009

Dear Stockholder:

You are cordially invited to attend the 2009 Annual Meeting of Stockholders of Power Integrations, Inc., a Delaware
corporation. The meeting will be held on Monday, June 8, 2009 at 10:00 a.m., local time, at our executive offices
located at 5245 Hellyer Avenue, San Jose, California 95138 for the following purposes:

1. To elect our eight nominees as directors to serve until the 2010 Annual Meeting of Stockholders and their
successors are duly elected and qualified.

2. To ratify the selection by the Audit Committee of the Board of Directors of Deloitte & Touche LLP as the

independent registered public accounting firm of Power Integrations, Inc. for the fiscal year ending December 31,
2009.

3. To conduct any other business properly brought before the meeting.
These items of business are more fully described in the Proxy Statement accompanying this Notice.
Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Stockholders to Be
Held on June 8, 2009 at 10:00 a.m. at 5245 Hellyer Avenue, San Jose, California 95138
The proxy statement and annual report to stockholders are available at www.edocumentview.com/POWI.

The Board of Directors recommends that you vote FOR the proposals identified above.

We are mailing to most of our stockholders a Notice of Internet Availability of Proxy Materials (the Notice ) instead of

a paper copy of this proxy statement and our 2008 Annual Report. The Notice contains instructions on how to access

those documents over the internet. The Notice also contains instructions on how to request a paper copy of our proxy

materials, including this proxy statement, our 2008 Annual Report and a form of proxy card or voting instruction card.

All stockholders who do not receive a Notice will receive a paper copy of the proxy materials by mail. We believe that

this process will allow us to provide our stockholders with the information they need in a timelier manner, while

reducing the environmental impact and lowering the costs of printing and distributing our proxy materials.

The record date for the Annual Meeting is April 22, 2009. Only stockholders of record at the close of business on that
date may vote at the meeting or any adjournment thereof.

By Order of the Board of Directors

Table of Contents 4
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/s/ Bill Roeschlein
Bill Roeschlein
Secretary

San Jose, California
April 27, 2009

You are cordially invited to attend the meeting in person. Whether or not you expect to attend the meeting,
please complete, date, sign and return a proxy card, or vote over the telephone or the internet as instructed in
these materials, as promptly as possible in order to ensure your representation at the meeting. Even if you have
voted by proxy, you may still vote in person if you attend the meeting. Please note, however, that if your shares
are held of record by a broker, bank or other nominee and you wish to vote at the meeting, you must obtain a
proxy issued in your name from that record holder.
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POWER INTEGRATIONS, INC.
5245 Hellyer Avenue
San Jose, California 95138-1002

PROXY STATEMENT FOR THE 2009
ANNUAL MEETING OF STOCKHOLDERS
June 8, 2009

QUESTIONS AND ANSWERS ABOUT THESE PROXY MATERIALS AND VOTING
Why am I receiving these materials?

The Board of Directors of Power Integrations, Inc. is soliciting your proxy to vote at the 2009 Annual Meeting of
Stockholders, including at any adjournments or postponements of the meeting. You are invited to attend the annual
meeting to vote on the proposals described in this proxy statement. However, you do not need to attend the meeting to
vote your shares. Instead, you may simply complete, sign and return a proxy card, or follow the instructions below or
in the Notice (as defined below) to submit your proxy over the telephone or on the internet.

Why did I receive a Notice in the mail regarding the availability of proxy materials on the internet?

We are pleased to take advantage of rules of the Securities and Exchange Commission (the SEC ) that allow
companies to furnish their proxy materials over the internet. Accordingly, we are sending to most of our stockholders

of record a Notice of Internet Availability of Proxy Material (the Notice ) on or about April 27, 2009. All stockholders
will have the ability to access the proxy materials on the website referred to in the Notice or request to receive a

printed set of the proxy materials. Instructions on how to access the proxy materials over the internet or to request a
printed copy may be found in the Notice. In addition, stockholders may request to receive proxy materials in printed
form or electronically by email on an ongoing basis. A stockholder s election to receive proxy materials by mail or
email will remain in effect until the stockholder terminates it.

We intend to mail the Notice on or about April 27, 2009 to all stockholders of record entitled to vote at the annual
meeting.

Will I receive any other proxy materials by mail?
We may (but are not required to) send you a proxy card, along with a second Notice, on or after May 7, 2009.
Who can vote at the annual meeting?

Only stockholders of record at the close of business on April 22, 2009 will be entitled to vote at the annual meeting.
On this record date, there were 26,927,509 shares of common stock outstanding and entitled to vote.

Stockholder of Record: Shares Registered in Your Name

Table of Contents 7
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If on April 22, 2009 your shares were registered directly in your name with Power Integrations transfer agent,
Computershare, then you are a stockholder of record. As a stockholder of record, you may vote in person at the
meeting or vote by proxy. Whether or not you plan to attend the meeting, we urge you to fill out and return the
enclosed proxy card or vote by proxy over the telephone or on the internet as instructed below or in the Notice to
ensure your vote is counted.

Table of Contents
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Beneficial Owner: Shares Registered in the Name of a Broker or Bank

If on April 22, 2009 your shares were held, not in your name, but rather in an account at a brokerage firm, bank,
dealer, or other similar organization, then you are the beneficial owner of shares held in street name and these proxy
materials are, or the Notice is, being forwarded to you by that organization. The organization holding your account is
considered to be the stockholder of record for purposes of voting at the annual meeting. As a beneficial owner, you
have the right to direct your broker or other agent regarding how to vote the shares in your account. You are also
invited to attend the annual meeting. However, since you are not the stockholder of record, you may not vote your
shares in person at the meeting unless you request and obtain a valid proxy from your broker or other agent.

What am I voting on?
There are two matters scheduled for a vote:

Election of our eight nominees as directors to serve until the 2010 Annual Meeting of Stockholders and until
their successors are duly elected and qualified; and

Ratification of the selection by the Audit Committee of the Board of Directors of Deloitte & Touche LLP as

the independent registered public accounting firm of Power Integrations, Inc. for its fiscal year ending
December 31, 2009.

What if another matter is properly brought before the meeting?

The Board of Directors knows of no other matters that will be presented for consideration at the Annual Meeting. If
any other matters are properly brought before the meeting, it is the intention of the persons named in the
accompanying proxy to vote on those matters in accordance with their best judgment.

Why didn tI receive a Notice in the mail regarding the Internet availability of proxy materials?

We are providing stockholders who have previously requested to receive paper copies of the proxy materials with
paper copies of the proxy materials instead of a Notice. If you would like to reduce the costs incurred by us in mailing
proxy materials, you can consent to receiving all future proxy statements, proxy cards and annual reports
electronically via email or the internet. To sign up for electronic delivery, please follow the instructions provided in
your Notice, or if you received a printed version of the proxy materials by mail, by following the instructions provided
with your proxy materials and on your proxy card or voting instruction card, to vote using the internet and, when
prompted, indicate that you agree to receive or access stockholder communications electronically in future years.
Alternatively, you can go to www.envisionreports.com/POWI and enroll for online delivery of annual meeting and
proxy voting materials.

Can I vote my shares by filling out and returning the Notice?

No. The Notice will, however, provide instructions on how to vote by internet, by telephone, by requesting and
returning a paper proxy card, or by submitting a ballot in person at the meeting.

How do I vote?
You may either vote For all the nominees to the Board of Directors or you may Withhold your vote for any nominee

you specify. For each of the other matters to be voted on, you may vote For or Against or abstain from voting. The
procedures for voting are as follows:

Table of Contents 9



Edgar Filing: POWER INTEGRATIONS INC - Form DEF 14A

Stockholder of Record: Shares Registered in Your Name

If you are a stockholder of record, you may vote in person at the annual meeting, vote by proxy using a proxy card
(which is enclosed if you received this proxy statement by mail or that you may request or that we may elect to deliver
at a later time), vote by proxy over the telephone, or vote by proxy on the internet. Whether or not you plan to attend
the meeting, we urge you to vote by proxy to ensure your vote is counted. You may still attend the meeting and vote in
person if you have already voted by proxy.

Table of Contents 10
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o To vote in person, come to the annual meeting and we will give you a ballot when you arrive.

o To vote using the proxy card, simply complete, sign and date the proxy card (which is enclosed if you received this
proxy statement by mail or that you may request or that we may elect to deliver at a later time), and return it promptly
in the envelope provided. If you return your signed proxy card to us before the annual meeting, we will vote your
shares as you direct.

o To vote over the telephone, dial toll-free 1-800-652-VOTE (8683) in the United States or Canada using a touch-tone
phone and follow the recorded instructions. You will be asked to provide Power Integrations number and control
number from the enclosed proxy card or Notice. Specific instructions to be followed by any registered stockholder
interested in voting via telephone are set forth on the proxy card or Notice. Your vote must be received by 1:00 a.m.,
Central time, on June 8, 2009 to be counted.

o To vote on the internet, registered holders may go to www.envisionreports.com/POWI to complete an electronic
proxy card. You will be asked to provide Power Integrations number and control number from the enclosed proxy
card or Notice. Specific instructions to be followed by any registered stockholder interested in voting via the internet
are set forth on the proxy card or Notice. Your vote must be received by 1:00 a.m., Central time, on June 8, 2009 to be
counted.

Beneficial Owner: Shares Registered in the Name of Broker or Bank

If you are a beneficial owner of shares registered in the name of your broker, bank, or other agent, you should have
received a proxy card and voting instructions with these proxy materials or Notice containing voting instructions from
that organization rather than from Power Integrations. Simply complete and mail the proxy card or follow the voting
instructions in the Notice to ensure that your vote is counted. Alternatively, you may vote by telephone or over the
internet as instructed by your broker or bank. To vote in person at the annual meeting, you must obtain a valid proxy
from your broker, bank, or other agent. Follow the instructions from your broker or bank included with these proxy
materials, or contact your broker or bank to request a proxy form.

We provide internet proxy voting to allow you to vote your shares online, with procedures designed to ensure
the authenticity and correctness of your proxy vote instructions. However, please be aware that you must bear
any costs associated with your internet access, such as usage charges from internet access providers and
telephone companies.

How many votes do I have?

On each matter to be voted upon, you have one vote for each share of common stock you own as of April 22, 2009.
What if I return a proxy card or otherwise vote but do not make specific choices?

If you return a signed and dated proxy card or otherwise vote without marking voting selections, your shares will be
voted, as applicable, For the election of all eight nominees for director and For the ratification of the Audit
Committee s selection of Deloitte & Touche LLP as the independent registered public accounting firm of Power
Integrations for its fiscal year ending December 31, 2009. If any other matter is properly presented at the meeting,
your proxy holder (one of the individuals named on your proxy card) will vote your shares using his or her best

judgment.

Who is paying for this proxy solicitation?

Table of Contents 11
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We will pay for the entire cost of soliciting proxies. In addition to these proxy materials, our directors and employees
together with representatives of the Altman group may also solicit proxies in person, by telephone, or by other means
of communication. Directors and employees will not be paid any additional compensation for soliciting proxies but
The Altman Group will be paid its customary fee of approximately $6,000, plus out-of-pocket expenses if it solicits

proxies. We may also reimburse brokerage firms, banks and other agents for the cost of forwarding proxy materials to
beneficial owners.

Table of Contents 12
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What does it mean if I receive more than one Notice or set of proxy materials?

If you receive more than one Notice or set of proxy materials, your shares may be registered in more than one name or
in different accounts. Please follow the voting instructions on the proxy cards in the proxy materials or Notices to
ensure that all of your shares are voted.

Can I change my vote after submitting my proxy?

Yes. You can change your vote or revoke your proxy at any time before the final vote at the meeting. If you are the
record holder of your shares, you may change your vote or revoke your proxy in any one of the following ways:

0 You may submit another properly completed proxy card with a later date.
0 You may vote again over the internet or by telephone.

0 You may send a timely written notice that you are revoking your proxy to Power Integrations Secretary at 5245
Hellyer Avenue, San Jose, California 95138-1002.

0 You may attend the annual meeting and vote in person. Simply attending the meeting will not, by itself, revoke your
proxy.

Your most current proxy card or telephone or internet proxy is the one that is counted.

If your shares are held by your broker or bank as a nominee or agent, you should follow the instructions provided by
your broker or bank.

When are stockholder proposals due for next year s annual meeting?

To be considered for inclusion in next year s proxy materials, your proposal must be submitted in writing by
December 28, 2009 to our Corporate Secretary at 5245 Hellyer Avenue, San Jose, California 95138-1002; provided,
however, that if our 2010 Annual Meeting of Stockholders is held before May 9 or after July 8, 2010, then the
deadline is a reasonable amount of time prior to the date we begin to print and mail our proxy statement for the 2010
Annual Meeting of Stockholders. If you wish to submit a proposal that is not to be included in next year s proxy
materials or nominate a director pursuant to our Bylaws, you must provide specified information in writing to our
Corporate Secretary at the address above by December 28, 2009, except that if our 2010 Annual Meeting of
Stockholders is held before May 9 or after July 8, 2010, notice by the stockholder to be timely must be received not
later than the close of business on the tenth day following the day on which such public announcement of the date of
such meeting is made. You are also advised to review our Bylaws, which contain a description of the information
required to be submitted as well as additional requirements about advance notice of stockholder proposals and director
nominations.

How are votes counted?

Votes will be counted by the inspector of election appointed for the meeting, who will separately count For and
Withhold and, with respect to proposals other than the election of directors, Against votes, abstentions and broker

non-votes. Abstentions will be counted towards the vote total for each proposal, and will have the same effect as

Against votes. Broker non-votes have no effect and will not be counted towards the vote total for any proposal.

What are broker non-votes ?

Table of Contents 13



Edgar Filing: POWER INTEGRATIONS INC - Form DEF 14A

Broker non-votes occur when a beneficial owner of shares held in street name does not give instructions to the broker
or nominee holding the shares as to how to vote on matters deemed non-routine . In such cases, the shares are
determined to be present for purposes of determining whether a quorum is present, but are not counted for purposes of
any vote.

Generally, if your shares are held by your broker as your nominee (that is, in street name ), you, as the beneficial
owner of the shares, are entitled to give voting instructions to the broker or nominee holding the shares. To do so, you
will need to obtain a proxy form or notice of how to vote over the internet or by telephone from the institution that
holds your shares and follow the instructions included on that form or notice regarding how to instruct your broker to
vote your

Table of Contents 14
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shares. If you do not give instructions to your broker, your broker can vote your shares with respect to routine items,

but not with respect to non-routine items. Under the rules and interpretations of the New York Stock Exchange

( NYSE ), non-routine matters are generally those involving a contest or a matter that may substantially affect the rights
or privileges of shareholders, such as mergers or shareholder proposals.

How many votes are needed to elect directors?

For the election of our eight nominees as directors, the eight nominees receiving the most For votes (among votes
properly cast in person or by proxy and entitled to vote on the election of directors) will be elected. Only votes For or
Withheld will affect the outcome.

Pursuant to our Corporate Governance Guidelines, our Board will nominate for re-election as director in an

uncontested election of directors only those candidates who have tendered an irrevocable resignation as a director,

which resignation shall be conditioned upon both (A) such director failing to have received more For votes than
Withheld votes in an uncontested election and (B) acceptance by the Board of such resignation.

If, in an uncontested election, a director fails to have received more For votes than Withheld votes for election, then,
within 90 days following certification of the stockholder vote, the Nominating and Governance Committee will act to
determine whether to accept the director s conditional resignation and will submit such recommendation for prompt
consideration by the Board, and the Board will act on the Nominating and Governance Committee s recommendation.
The Nominating and Governance Committee and the Board may consider any factors they deem relevant in deciding
whether to accept a director s conditional resignation.

As a result, although a director who receives more Withheld votes than For votes in an uncontested election will be
elected as a director, that director may cease to be a director if the Board determines that, based on the fact that the
director received more Withheld votes than For votes, and the other facts the Board may deem relevant, the Board
decides to accept a director s conditional resignation.

How many votes are needed to ratify the Audit Committee s selection of Deloitte & Touche LLP as our
independent auditors?

To be approved, ratification of Deloitte & Touche LLP as the independent registered public accounting firm of Power
Integrations, Inc. for its fiscal year ending December 31, 2009, must receive a For vote from the holders of a majority
of shares voting either in person or represented by proxy and entitled to vote. If you Abstain from voting, it will have
the same effect as an Against vote. Broker non-votes will have no effect.

What is the quorum requirement?

A quorum of stockholders is necessary to hold a valid meeting. A quorum will be present if stockholders holding at
least a majority of the outstanding shares entitled to vote are present at the meeting in person or represented by proxy.
On the record date, there were 26,927,509 shares outstanding and entitled to vote. Thus the holders of

13,463,755 shares must be present in person or represented by proxy at the meeting to have a quorum.

Your shares will be counted towards the quorum only if you submit a valid proxy (or one is submitted on your behalf
by your broker, bank or other nominee) or if you vote in person at the meeting. Abstentions and broker non-votes will
be counted towards the quorum requirement. If there is no quorum, the chairman of the meeting or the holders of a
majority of the shares present at the meeting in person or represented by proxy may adjourn the meeting to another
date.
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How can I find out the results of the voting at the annual meeting?

Preliminary voting results will be announced at the annual meeting. Final voting results will be published in Power
Integrations quarterly report on Form 10-Q for the second quarter of 2009.

What proxy materials are available on the internet?

The letter to stockholders, proxy statement, and annual report to stockholders are available at
www.edocumentview.com/POWI.
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Proposal 1
Election Of Directors

Power Integrations Board of Directors (the Board ) is elected annually at the annual meeting. Vacancies on the Board
may be filled only by persons elected by a majority of the remaining directors. A director elected by the Board to fill a
vacancy shall serve for the remainder of the year, and until the director s successor is duly elected and qualified. This
includes vacancies created by an increase in the number of directors.

The Board presently has eight members, all of whose terms of office expire at the annual meeting. Proxies may not be
voted for a greater number of persons than the number of nominees named.

Each of the nominees listed below is currently a director of Power Integrations who was previously elected by the
stockholders, other than Dr. George. Dr. George commenced service as a director on March 9, 2009, and was
recommended by a non-management director. If elected at the Annual Meeting, each of these nominees would be
elected and qualified to serve until the 2010 Annual Meeting of Stockholders and until his successor is duly elected
and qualified, or, if sooner, until the director s death, resignation or removal. It is Power Integrations policy to
encourage directors and nominees for director to attend the Annual Meeting. Three of the current directors attended
the 2008 Annual Meeting of Stockholders.

Directors are elected by a plurality of the votes of the holders of shares present in person or by proxy and entitled to
vote on the election of directors. Unless marked otherwise we will vote proxies returned to us for the nominees named
below. The eight nominees receiving the highest number of affirmative votes will be elected. If a nominee receives
more Withheld votes than For votes, then notwithstanding the election of that nominee, if our Board determines that,
based on the fact that the director received more Withheld votes than For votes, and the other facts the Board may
deem relevant, our Board may decide to accept the nominee s conditional resignation previously submitted as required
under our Corporate Governance Guidelines. See How many votes are needed to elect directors? on page 5 for a
description of these guidelines. If any nominee becomes unavailable for election as a result of an unexpected
occurrence, your shares will be voted for the election of a substitute nominee proposed by Power Integrations. Each
person nominated for election has agreed to serve if elected. Power Integrations management has no reason to believe
that any nominee will be unable to serve.

This Proposal 1 is to elect our eight nominees nominated as directors. The following is a brief biography of each
nominee for director, including age as of March 31, 2009:

Balu Balakrishnan

Balu Balakrishnan, age 54, has served as president and chief executive officer and as a director of Power Integrations
since January 2002. He served as president and chief operating officer from April 2001 to January 2002. From January
2000 to April 2001, he was vice president of engineering and strategic marketing. From September 1997 to January
2000, he was vice president of engineering and new business development. From September 1994 to September 1997,
Mr. Balakrishnan served as vice president of engineering and marketing. Before joining Power Integrations in 1989,
Mr. Balakrishnan was employed by National Semiconductor Corporation, a semiconductor company.

Alan D. Bickell
Alan D. Bickell, age 72, has served as a member of the Board since April 1999. Mr. Bickell spent more than 30 years

with Hewlett-Packard Company, a computer-hardware company, serving as corporate senior vice president and
managing director of geographic operations from 1992 until his retirement in 1996. Mr. Bickell serves on the board of
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directors of the Peking University Educational Foundation (USA).

Nicholas E. Brathwaite

Nicholas E. Brathwaite, age 50, has served as a member of the Board since January 2000. Mr. Brathwaite is currently
a partner with Riverwood Capital LLC, an investment firm and the chief executive officer of Aptina Imaging

Corporation, an imaging-solutions company. He served as chief technology officer of Flextronics

6
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International Ltd., an electronics company, from 2000 until 2007. In 1995, Flextronics International Ltd. acquired
nChip, Inc., a multi-chip module company, where Mr. Brathwaite held the position of vice president and general
manager of operations from 1992 to 1996. As a founding member of nChip, Inc., Mr. Brathwaite was responsible for
all manufacturing and operational activities including wafer fabrication, wafer test, and module assembly. Before
joining nChip, Inc., Mr. Brathwaite spent six years with Intel Corporation, a microprocessor company, in various
engineering management positions in technology development and manufacturing. He is also a member of the board
of directors of Tessera Technologies, Inc., an electronics, optics and imaging company.

James Fiebiger

Dr. James Fiebiger, age 67, became a member of the Board in March 2006. Dr. Fiebiger is currently a consultant to
the semiconductor and electronic design automation industries. From December 1999 to October 2004, the date

Dr. Fiebiger retired, he served as chairman and chief executive officer of Lovoltech Inc., a fabless semiconductor
company. Dr. Fiebiger served as vice chairman of GateField Corporation, a fabless semiconductor company, from
February 1999 until the company was sold to Actel Corporation in November 2000. He served as GateField
Corporation s president and chief executive officer from June 1996 until February 1999. From October 1993 to June
1996, he was chairman and managing director of Thunderbird Technologies, Inc., a semiconductor technology
licensing company. From December 1987 to September 1993, he was president and chief operating officer at VLSI
Technology, Inc., a semiconductor company. From August 1981 to August 1985, he was senior corporate vice
president and assistant general manager of Motorola, Inc. Semiconductor Products Sector, the semiconductor business
of Motorola, a wireless and broadband communications company. Dr. Fiebiger is a member of the board of directors
of Qlogic Corporation, a storage networking solutions company, Mentor Graphics Corporation, an electronic design
automation company, Actel Corporation, a fabless semiconductor company, and Pixelworks, Inc., a fabless
semiconductor company.

William George

Dr. William George, age 66, became a member of the Board in March 2009. From 1999 until June 2007, Dr. George
served as an executive vice president of ON Semiconductor, a supplier of performance power solutions. From 2007
through his retirement in 2008 he directed the startup of ON Semiconductor s foundry services business. From June
1997 until July 1999, Dr. George served as corporate vice president and director of Manufacturing for Motorola s
Semiconductor Components Group. Dr. George served as a Supervisory Director of Metron Technology, a global
supplier of semiconductor equipment and materials, from October 2003 until it was acquired by Applied Materials,
Inc. in October 2004. Dr. George is a director of Silicon Image, Inc. (SIMG), a designer and developer of
mixed-signal integrated circuits and Ramtron International Corporation, a semiconductor supplier. He is also a
member of the Sandia National Laboratories Science Advisory Board and the manufacturing advisory board of
Cypress Semiconductor Corporation. He received a B.S. degree in Metallurgical Engineering from the University of
Oklahoma and a Ph.D. in Materials Science from Purdue University.

Balakrishnan S. Iyer

Balakrishnan S. Iyer, age 52, has served as a member of the Board since February 2004. From October 1998 to June
2003, Mr. Iyer served as senior vice president and chief financial officer for Conexant Systems, Inc., a designer,
developer and seller of semiconductor systems solutions for communications applications. From January 1997 to
September 1998, Mr. Iyer served as senior vice president and chief financial officer for VLSI Technology, Inc., a
semiconductor company. Mr. Iyer also serves on the board of directors of Conexant Systems, Inc., Life Technologies,
a life-science technology company, Qlogic Corporation, a storage networking solutions company, Skyworks
Solutions, Inc., a wireless semiconductor company, and IHS Inc., a global provider of technical information,
decision-support tools and related services.
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E. Floyd Kvamme

E. Floyd Kvamme, age 71, has served as a member of the Board since September 1989. Since 1984 Mr. Kvamme has
been a General Partner and now serves as a Partner Emeritus of Kleiner Perkins Caufield & Byers, a venture capital
company. Mr. Kvamme also serves on the board of Harmonic Inc., a broadband optical networking and digital video
systems company, and two private companies.
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Steven J. Sharp

Steven J. Sharp, age 67, has served as a member of the board of directors since 1988, and was elected non-executive
chairman of the board in May 2006. Mr. Sharp is currently chairman of the board of directors of TriQuint
Semiconductor, Inc., a manufacturer of semiconductor components. He has held this position since 1992. He served at
TriQuint as president, chief executive officer and director from September 1991 until July 2002. Prior to TriQuint,
Mr. Sharp was associated with various venture capital and startup semiconductor firms. He helped start Crystal
Semiconductor (now Cirrus Logic, Inc.), Gazelle Microcircuits, Inc. (now TriQuint Semiconductor, Inc.), Megatest
Corporation (now Teradyne, Inc.) and Volterra Semiconductor Corporation. He also founded Silicon Architects, Inc.
(which has been acquired by Synopsys, Inc.). Prior to that Mr. Sharp spent 23 Years with Texas Instruments and
Phillips in the semiconductor industry. Mr. Sharp also serves on the board of TechAmerica, the Oregon Health Policy
Commission, and the Neuropsychiatric Institute at Oregon Health Science University.

The Board Recommends
A Vote In Favor Of Each Named Nominee.

Independence of The Board of Directors

As required under the Nasdaq Stock Market ( Nasdaq ) listing standards, a majority of the members of our Board must
qualify as independent, as affirmatively determined by our Board. The Board consults with Power Integrations
counsel to ensure that the Board s determinations are consistent with all relevant securities and other laws and
regulations regarding the definition of independent, including those set forth in pertinent listing standards of the
Nasdagq, as in effect from time to time.

Consistent with these considerations, after review of all relevant identified transactions or relationships between each
director, or any of his family members, and Power Integrations, its senior management and its independent registered
public accounting firm, the Board affirmatively has determined that all of the directors, other than Mr. Balakrishnan,
our president and chief executive officer, are independent directors within the meaning of the applicable Nasdaq
listing standards. In making this determination, the Board found that none of the directors or nominees for director
other than Mr. Balakrishnan had a material or other disqualifying relationship with Power Integrations.

Mr. Balakrishnan, by virtue of being Power Integrations president and chief executive officer, is not an independent
director.

Information Regarding the Board and its Committees

The Board has adopted Corporate Governance Guidelines to help assure that the Board will have the necessary
authority and practices in place to make decisions that are independent of Power Integrations management. The
guidelines are also intended to align the interests of directors and management with those of Power Integrations
stockholders. The Corporate Governance Guidelines set forth the practices the Board will follow with respect to,
among other things, Board composition and selection, Board meetings and involvement of senior management, chief
executive officer performance evaluation and succession planning, Board committees and compensation and director
education and orientation. The Corporate Governance Guidelines are available on our website, which is
www.powerint.com.

The Board has an Audit Committee, a Compensation Committee and a Nominating and Governance Committee.
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The following table provides membership information and meeting information for 2008 for each of the Audit,
Compensation and Nominating and Governance Committees:

Nominating
and

Name Audit Compensation Governance(3)
Alan D. Bickell X* (1
Nicholas E. Brathwaite X
R. Scott Brown X1
James Fiebiger X X*
Balakrishnan S. Iyer X X
E. Floyd Kvamme X*
Steven J. Sharp X X
Total meetings in year 2008 7 6 4

* Committee Chairperson

(1) InJanuary 2009, Mr. Brown passed away. Following the passing of Mr. Brown, Mr. Bickell was appointed to the
Compensation Committee on January 27, 2009.

(2) As of January 29, 2008, Mr. Sharp was no longer a member of the Nominating and Governance Committee.

(3) Dr. George was added to the Nominating and Governance Committee on April 21, 2009.
Below is a description of each committee of the Board. Each of the committees has authority to engage legal counsel
or other experts or consultants, as it deems appropriate to carry out its responsibilities. The Board has determined that
each member of each committee meets the applicable rules and regulations regarding independence and that each
member is free of any relationship that would interfere with his or her individual exercise of independent judgment
with regard to Power Integrations.

Audit Committee

The Audit Committee of the Board oversees Power Integrations corporate accounting and financial reporting process.
For this purpose, the Audit Committee performs several functions, including:

evaluates the performance of and assesses the qualifications of the independent registered public accounting
firm;

determines and approves the engagement of the independent registered public accounting firm;

determines whether to retain or terminate the existing independent registered public accounting firm or to
appoint and engage a new independent registered public accounting firm;

reviews and approves the retention of the independent registered public accounting firm to perform any
proposed permissible non-audit services;
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monitors the rotation of partners of the independent registered public accounting firm on Power Integrations
audit engagement team as required by law;

confers with management and the independent registered public accounting firm regarding the effectiveness of
internal controls over financial reporting;

establishes procedures, as required under applicable law, for the receipt, retention and treatment of complaints
received by Power Integrations regarding accounting, internal accounting controls or auditing matters and the
confidential and anonymous submission by employees of concerns regarding questionable accounting or

auditing matters;

meets to review Power Integrations annual audited financial statements and quarterly financial statements with
management and the independent registered public accounting firm;

reviews and, if it determines appropriate, approves related person transactions; and
monitors compliance with the Code of Business Conduct and Ethics.

9
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As of the date of this proxy statement, three directors comprise the Audit Committee: Messrs. Bickell and Iyer and
Dr. Fiebiger. The Board has adopted a written Audit Committee Charter which can be found on our website at
www.powerint.com.

The Board annually reviews the Nasdagq listing standards definition of independence for Audit Committee members
and has determined that all members of Power Integrations Audit Committee are independent (as independence is
currently defined in Rule 4350(d)(2)(A)(i) and (ii) of the Nasdagq listing standards). The Board has determined that
each member of the Audit Committee qualifies as an audit committee financial expert, as defined in applicable SEC
rules. The Board made a qualitative assessment of each member s level of knowledge and experience based upon his
extensive experience as set forth above in each of their respective biographies, including as a senior executive officer
with financial oversight functions.

Compensation Committee

The Compensation Committee of the Board reviews and approves the overall compensation strategy and policies for
Power Integrations. For this purpose, the Compensation Committee performs several functions, including:

with respect to the chief executive officer, reviews and approves all compensation, including incentive-based
compensation and equity compensation awards, and develops or reviews annual performance objectives and
goals relevant to compensation and awards and evaluates the performance of the chief executive officer in light
of these goals and objectives;

reviews incentive-based compensation plans in which our executive officers participate, and determines the
salaries, incentive and equity compensation for executive officers, and oversees the evaluation of management;

approves all employment, severance, or change-in-control agreements, special or supplemental benefits, or
provisions including the same, applicable to executive officers;

proposes the adoption, amendment, and termination of stock option plans, stock appreciation rights plans,
pension and profit sharing plans, stock bonus plans, stock purchase plans, bonus plans, deferred compensation
plans, and other similar programs;

grants rights, participation and interests in our compensation plans to eligible participants;
approves and periodically reviews the salary, bonus and equity award ranges for non-executive officers and
other employees, and authorizes the chief executive officer to approve compensation levels for such

non-executive officers and other employees within such ranges;

reviews and approves such other compensation matters as the Board or the chief executive officer wishes to
have the Compensation Committee approve;

analyzes, considers and recommends to the Board the compensation to be paid to our non-employee directors
for their service on the Board and its committees and any changes thereto, other than compensation received

pursuant to automatic equity award grants under stockholder approved equity compensation plans; and

reviews with management the Compensation Discussion and Analysis (included in this proxy statement) and
considers whether to recommend that it be included in proxy statements and other filings.
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As of the date of this proxy statement, three directors comprise the Compensation Committee: Messrs. Sharp, Bickell
and Kvamme. All members of Power Integrations Compensation Committee are independent (as independence is
currently defined in Rule 4200(a)(15) of the Nasdaq listing standards). The Board has adopted a written Compensation
Committee Charter, which can be found on our website at www.powerint.com.
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Compensation Committee Processes and Procedures

The Compensation Committee of the Board determines all compensation for our executive officers, including our
chief executive officer. The Compensation Committee also administers our compensation plans, including equity
incentive plans, and makes recommendations to the Board regarding the adoption, amendment, and termination of
these compensation plans. The Compensation Committee also analyzes, considers and recommends to the Board the
compensation to be paid to our non-employee directors for their service on the Board and its committees, other than
compensation received pursuant to automatic equity award grants under stockholder-approved equity compensation
plans.

The Compensation Committee has the authority to obtain advice or assistance from consultants, legal counsel,
accounting or other advisors as appropriate, to perform its duties, and to determine the terms, costs and fees for such
engagements, which are paid for by Power Integrations. The Compensation Committee also has full access to all
books, records, facilities and personnel of Power Integrations.

The Compensation Committee meets as often as it deems appropriate, but not less frequently than once each year to
review the compensation and awards of the executive officers and other employees of Power Integrations, and
otherwise perform its duties under its charter.

Our chief executive officer reviews with the Compensation Committee on a regular basis our compensation

philosophy and programs, including named executive officers, so that the Compensation Committee can recommend
any changes necessary to keep our compensation philosophy and programs aligned with our business objectives.

Mr. Balakrishnan, our chief executive officer, makes recommendations to the Compensation Committee with respect
to the compensation of the named executive officers. The Compensation Committee also utilizes an outside
compensation consultant to provide it with advice on competitive compensation plans. The Compensation Committee
considers, but is not bound to and does not always accept, management s or the outside consultant s recommendations
with respect to executive compensation. The Compensation Committee discusses Mr. Balakrishnan s compensation
with him, but deliberates and makes decisions with respect to Mr. Balakrishnan s compensation without him present.

Mr. Balakrishnan and other executive officers attend some of the Compensation Committee s meetings, but leave the
meetings as appropriate when matters of executive compensation specific to them are discussed.

The Compensation Committee aligns cash and equity compensation to market comparables. The Compensation
Committee selects peer companies on the basis of fiscal and business similarities to Power Integrations. The
Compensation Committee analyzes market compensation practices annually using the most directly relevant published
survey sources available. In 2008, the Compensation Committee engaged an independent compensation consulting
firm, Meyercord & Associates, Inc. ( Meyercord ), to assist in the analysis of compensation survey data. Meyercord
attends Compensation Committee meetings from time to time and provides peer group analysis, feedback and
recommendations to the Compensation Committee. In addition to survey data, the Compensation Committee analyzes
information reported in peer companies SEC filings for all elements of compensation, including salary, cash incentive
compensation and equity compensation.

Our Board determines outside director compensation, after receiving the recommendations from the Compensation
Committee and the same independent consultant engaged by the Compensation Committee and used by the
Compensation Committee in connection with determining executive officer compensation.

A further description of the Compensation Committee processes and procedures and the specific determinations of the

Compensation Committee with respect to executive compensation for fiscal years 2008 and 2009 are described in
greater detail in the Compensation Discussion and Analysis section of this proxy statement.
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Nominating and Governance Committee

The Nominating and Governance Committee of the Board is responsible for recommending the nomination of
directors to the Board and for establishing and monitoring our corporate governance. For this purpose, the Nominating
and Governance Committee performs several functions, including:

evaluates and recommends to the Board director nominees for each election of directors;
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determines criteria for selecting new directors, including desired board skills and attributes, and identifies and
actively seeks individuals qualified to become directors;
considers nominations of director candidates validly made by stockholders;

reviews and makes recommendations to the Board concerning qualifications, appointment and removal of
committee members;
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