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PART |
Iltem 1. Busines:

Forward Looking Statements

This Annual Report on Form 10-K and the documertsrporated herein by reference contains forwardkiog statements within the
meaning of Section 27A of the Securities Act 08,188 amended, and Section 21E of the SecuritilsaBge Act of 1934, as amended, which
are subject to the “safe harbor” created by thogettoons. Forward-looking statements are based ommanagement's beliefs and assumptions
and on information currently available to our maeagent. In some cases, you can identify forwardihgogtatements by terms such as “may,”
“will,” “should,” “could,” “intend,” “would,” “expe  ct,” “plan,” “anticipate,” “believe,” “estimate,” “ project,” “predict,” “potential” and
similar expressions intended to identify forwardking statements. These statements involve knodvardmown risks, uncertainties and other
factors, which may cause our actual results, penfance, time frames or achievements to be mateddflgrent from any future result
performance, time frames or achievements expremseaplied by the forwar-looking statements. We discuss many of these tigksrtainties
and other factors in this Annual Report on FormKLr greater detail in Item 1A.“Risk Factors.” Gimehese risks, uncertainties and other
factors, you should not place undue reliance osd¢Herwarclooking statements. Also, these forward-lookirgeshents represent our estimates
and assumptions only as of the date of this filiigu should read this Annual Report on FormKLiits entirety and with the understanding
our actual future results may be materially difier&om what we expect. We hereby qualify our fodaAlaoking statements by these cautionary
statements. Except as required by law, we assunebligation to update these forward-looking statategublicly, or to update the reasons
actual results could differ materially from thosatigipated in these forwarbboking statements, even if new information beccama#able in the
future.

Overview

We are a designer, developer and global suppliartmbad portfolio of power semiconductors. Outtfatio of power semiconductors
includes over 1,400 products, and has grown siganfly with the introduction of over 150 new prottuduring the fiscal year 2014 , and over
195 and 240 new products in the fiscal years 20132812 , respectively. Our teams of scientistseargineers have developed extensive
intellectual properties and technical knowledgé #mcompass major aspects of power semiconduetbish we believe enables us to introduce
and develop innovative products to address theasingly complex power requirements of advancettreleics. We have an extensive patent
portfolio that consists of 420 patents and 213ngapplications in the United States as of Jun€804 . We differentiate ourselves by
integrating our expertise in technology, designnuafacturing capability and advanced packaging torape product performance and cost. Our
portfolio of products targets high-volume applicas, including personal computers, flat panel TMED lighting, smart phones, battery packs,
consumer and industrial motor controls and powppbes for TVs, computers, servers and telecomnatiwics equipment.

During the fiscal year ended June 30, 2014, weimoad our diversification program by developing r&licon and packaging platforms to
expand our serviceable available market, or SAMaffet higher performance products. Our metal-oddmiconductor field-effect transistors,
or MOSFET, portfolio expanded significantly acrasfull range of voltage applications. We also depell new technologies and products
designed to penetrate into markets beyond our MASfenputing base, including the consumer, commtinies and industrial markets as well
as power IC for the next generation computing apfitbns.

Our business model leverages global resourcesidimg research and development and manufacturitigeiblnited States and Asia. Our
sales and technical support teams are localizeeviaral growing markets primarily in Asia. We opera 200mm wafer fabrication facility
located in Hillsboro, Oregon, or the Oregon fabjchitenables us to accelerate proprietary technaliegglopment, new product introduction
improve our financial performance. To meet the rmademand for the more mature high volume produwesalso utilize the wafer
manufacturing capacity of selected third party finies. For assembly and test, we primarily relyrupar in-house facilities in China. In
addition, we utilize subcontracting partners fatustry standard packages. We believe our in-hoaskaging and testing capability provides us
with a competitive advantage in proprietary packgdechnology, product quality, costs and saletedyme.

We were incorporated in Bermuda on September 210 28 an exempted limited liability company. Thdrads of our registered office is
Clarendon House, 2 Church Street, Hamilton HM ldrnida. Our agent for service of process in the fdrShe purpose of our securities
filings is our Chief Executive Officer, Mike F. Chg, c/o Alpha and Omega Semiconductor Incorporatéd,Oakmead Parkway, Sunnyvale,
CA 94085. Telephone number of our agent is (408)8842.




We have incorporated various wholly-owned subsiei&in different jurisdictions. Please refer to Bih21.1 for a complete list of our
subsidiaries.

Our industry

Semiconductors are electronic devices that perfoxariety of functions, such as converting or agliitrg signals, processing data and
delivering or managing power. With advances in semiluctor technology, the functionality and perfanoe of semiconductors have generally
increased over time, while size and cost have gdipefecreased. These advances have led to aguatidn of more complex semiconductors
being used in a wide variety of consumer, computiognmunications and industrial markets and hawéritmited to the growth of the
semiconductor industry.

Analog semiconductors

The semiconductor industry is segmented into anatabdigital. Analog semiconductors process lightind, motion, radio waves and
electrical currents and voltages. In contrasttdigiemiconductors process binary signals repredént a sequence of ones and zeros.

As a result of these fundamental differences, tizdog semiconductor industry is distinct from thgitdl semiconductor industry in terms
of the complexity of design and the length of prtdrycle. Improper interactions between analoguéirelements can potentially render an
electronic system inoperable. Experienced engirexggaged in the design process are necessary bammuputer-aided design cannot fully
model the behavior of analog circuitry. Theref@eperienced analog engineers with requisite knogdeate in great demand but short supply
worldwide. In addition, analog semiconductors temtlave a longer product life cycle because origleaign manufacturers, or ODMs and
original equipment manufacturers, or OEMs typicaisign the analog portions of a system to spatipfeugenerations of their products. Once
designed into an application, the analog portiaiigly modified because even a slight changedattalog portion can cause unexpected
interactions with other components, resulting istegn instability.

Power semiconductors

Power semiconductors are a subset of the analogaetuctor sector with their own set of charactessunique to power architecture and
function. Power semiconductors transfer, managesaitth electricity to deliver the appropriate amboaf voltage or current to a broad range of
electronic systems and also protect electronicesystfrom damage resulting from excessive or inddmeelectrical charges.

Power semiconductors can be either discrete dewidgsh typically comprise only a few transistorsd@des, or ICs, which incorporate a
greater number of transistors. The function of @odiscretes is power delivery by switching, transhg or converting electricity. Power
transistors comprise the largest segment of theepdigcretes market. Power ICs, sometimes reféorad power management ICs, perform
power delivery and power management functions, ssatontrolling and regulating voltage and curesmd controlling power discretes.

The growth of the power semiconductor market ireneégears has several key drivers. The prolifenadfocomputer and consumer
electronics, such as desktop computers, notebtaiiets, smart phones, flat panel displays andiptatmedia players created the need for
sophisticated power management to improve powarigfty and extend battery life. The evolutiontudse products is characterized by
increased functionality, thinner or smaller formttas and decreasing prices. Our Power IC and lltage (5V-40V) MOSFET products
address this market. In the area of AC-DC powepkes for electronic equipment, data centers amgesg, the market is characterized by a
continuous demand for energy conservation througihehn efficiency, which is driving the need for cuedium voltage (40V-400V) and high
voltage (500V-1000V) MOSFET products. The increaseglication of power semiconductors to control an®in white goods and industrial
applications, is driving demand for Insulated Gaifgolar Transistors, or IGBTs. IGBTs are also beiisgd in renewable energy and automotive
applications.

The evolution toward smaller form factors and cawgower requirements in the low voltage areagdhaen further integration in power
semiconductors, resulting in power ICs that inceapmthe functionalities of both power managemedt@ower delivery functions in a single
device. Power ICs can be implemented by incorpagadil necessary power functions either on oneepidsilicon or multiple silicon chips
encapsulated into a single device. Additionallg, #dvancement in semiconductor packaging technaoghles increased power density and
shrinking form factors.




Power semiconductor suppliers develop and manufatteir products using various approaches whicti te fall across a wide spectrum
of balancing cost savings with proprietary techggladvantages. At one end of the spectrum areraited)design manufacturers, or IDMs,
which own and operate the equipment used in thaufaaturing process and design and manufacture ptedi their in-house facilities. IDMs
exercise full control over the implementation obgess technologies and have maximum flexibilitgetting priorities for their production and
delivery schedules. At the other end of the spettre completely-outsourced fabless semiconducimipanies, which rely entirely on off-the-
shelf technologies and processes provided by thanufacturing partners. These companies seek tweent eliminate fixed costs by
outsourcing both product manufacturing and develmrof process technologies to third parties. Tab-fite” model seeks to achieve the best
balance between technological advancement ancffestiveness by using a dedicated in-house teolggdbboratory to drive rapid new
product developments, while utilizing thiphrty foundry capacity for mature products. Thipasticularly important in the development of po
semiconductor products due to the unique natutieedf technology. While digital technologies arghiy standardized in leading foundries,
power semiconductor technologies tend to be moigueras they seek to accommodate a wider rangeltaige applications. Accordingly, third-
party foundries, which are primarily setup for thdgitechnologies, can be limited when it comesh®development of new power semiconductor
technologies.

Our strategies

Our strategy is to advance our position as a desigieveloper and global supplier of a broad phetiof power semiconductors utilizing a
fab-lite business model.

The fab-lite business model allows us to accelehs@levelopment of our proprietary technologywat@regon fab, to bring new products
to market faster, and improve our financial perfante in the long run. We also expect this “fab-ltedel to provide quicker response to our
customer demands, enhance relationships with gicatastomers, provide flexibility in capacity maeanent and geographic diversification of
our wafer supply chain. This approach allows usetain a higher level of control over the developtrand application of our proprietary proc
technology, thereby reducing certain operatiorsidsriand costs associated with utilizing third-p&styndries.

In recent years, the PC market has experienceghdisant global decline primarily due to continugebwth of demand in tablets and sn
phones. Because a significant portion of our reeemas dependent upon the PC market, such declnoliee in lower utilization of our Oregon
fab and packaging facilities in China. The lowelizgtion had significant negative impact on ourdincial performance, especially gross
margins. In response to this trend, we have bedrasncontinuing to execute our strategies to difseour product portfolio and penetrate into
other market segments, including the consumer, aamwations and industrial markets, which we belieeawould mitigate and eventually
overcome the reduced demand from the declining B&ets. Although we will gradually reduce our retia on the computing market, we are
also committed to continue to support our compulinginess and capitalize on the opportunity withose focused PC product strategy.

The Oregon fab represents a strategic acquistianhas enabled us to accelerate our new technalugdjproduct development. During
fiscal year of 2014, we introduced over 140 medamd high voltage MOSFET, IGBT products, targetimg ¢onsumer, communication and
industrial markets, as well as low voltage MOSFEddpicts for the computing market.

We plan to further expand the breadth of our progoctfolio to increase our total bill-of-materiadgthin an electronic system and to
address the power requirements of additional eeitrsystems. Our product portfolio currently cetsibf over 1,400 products and we have
introduced over 150 new products in this past figear. We will continue to leverage our power axige to further increase our product lines,
including higher performance power ICs, IGBTs aighland medium voltage MOSFETS, in order to expaundaddressable market and
improve our margin profile. We also believe that expanding product offerings will allow us to p&ate new end-market applications and
provide us with an important competitive advanta@geMs and ODMs generally prefer to limit their slippbase to a smaller set of vendors
capable of providing a comprehensive menu of prisdaicross multiple electronic platforms.

Leverage our power semiconductor expertise to draw technology platforms

We believe that the ever-increasing demand for p@ffisiency in power semiconductors requires etiperin and a deep understanding
of the interrelationship among device physics, pssdechnologies, design and packaging. We algavbehat engineers with experience and
understanding of these multiple disciplines argramt demand but short supply. Within this contest believe that we are well positioned to be
a leader in providing total power management sohgtidue to our extensive pool of experienced dsisrdnd engineers and our strong IP
portfolio. Accordingly, we intend to leverage our




expertise to increase the number of power disteetanology platforms and power IC designs to expaurdproduct offerings and deliver
complete power solutions for our targeted appliceti

Increase direct relationships and product penetmativith OEM and ODM customers

We have developed direct relationships with key GEdho are responsible for branding, designing aarketing a broad array of
electronic products, as well as ODMs who have ti@uhlly been responsible for manufacturing theselpcts. While OEMs typically focus th
design efforts on their flagship products, as ttostry has evolved, ODMs are increasingly respasor designing portions, or entire syste
of the products they manufacture for the OEMs.dditgon, several ODMs are beginning to design, nf@sture and brand their own proprietary
products which they sell directly to consumers. iitend to strengthen our existing relationships famch new ones with both OEMs and ODMs
by aligning our product development efforts witkitiproduct requirements, increasing the numbe@uofproducts used within their systems,
leveraging our relationships to penetrate theieofgroducts.

Leverage global business model for cost-effectioesth

We intend to continue to leverage our global resesiand regional strengths. We will continue tdaemarketing, sales and technical
support teams in close proximity to our end custsimé@e plan to further expand and align our tecimtarketing and application support te:
along with our sales team to better understandhdddess the needs of our end customers and tlteimarket applications, in particular for
those with the new technology platforms developethis past year and in the future. This will assgsin identifying and defining new
technology trends and products and to help usaydditional design wins.

Our products

To serve the large and diverse analog market fasepsemiconductors, we have created a broad praadutiblio consisting of two major
categories: power discretes and power ICs.

Our power discretes products consist primarilyoef,Imedium and high voltage power MOSFETSs. Our lmitage MOSFET series is
based on our proprietary technology, which offacseéased efficiency and performance by reducingesistance and switching losses. We also
introduced the XSFET packaging technology platfterprovide a high thermal performance solutionddvanced computing and high
efficiency telecommunications and industrial apgiicns. Our mid-voltage MOSFET portfolio offers higfficiency solutions for advanced
telecommunications and industrial power supply igptibns. Our high-voltage portfolio includes owoprietary insulated-gate bipolar transistor
("IGBT") technology, which we developed highly rab@and easy-to-use solutions designed for indlistgdor control and white goods
applications.

Our power ICs deliver power as well as control eegllate the power management variables, suckedtoth of current and level of
voltage. We continued to expand our EZBuck powefal@ily with products that feature lower on-resigta, small footprint and thermally
enhanced packages. While we derive the majoritjuofevenue from the sales of power discretes mtsgdsales of power ICs have been gai
traction during the past years.




The following table lists our product families atte principal end uses of our products:

Product Categories

Product Family Description within Product Type Typical Application

Power Discretes Low on-resistance switch used DC-AC conversion Notebooks, Ultrabooks, desktop
for routing current and switchir AC-DC conversion and tablet PC's, servers, flat panel
voltages in power control Load switching displays, TVs, graphics cards,
circuits Motor control game boxes, chargers, battery
High power switches used for Battery protection packs, AC adapters, power
power circuits Power factor correction  supplies, E-bikes, motor control,

smart phones and other portable
devices, white goods and industrial
motor drives, UPS systems, wind
turbines, solar inverters and
industrial welding

Power ICs Integrated devices used for DC-DC Buck conversionFlat panel displays, TVs,
power management and power DC-DC Boost conversiomNotebooks, Ultrabooks, servers,
delivery Smart load switching ~ DVD/Blu-Ray players, set-top

boxes, and networking equipment

Analog power devices used for Transient voltage Notebooks, Ultrabooks, desktop

circuit protection and signal protection PCs, tablets, flat panel displays,

switching Analog switch TVs, smartphones, and portable
Electromagnetic electronic devices

interference filter

Power discrete products

Power discretes are used across a wide voltagewareht spectrum, requiring them to operate effitjeand reliably under harsh
conditions. Due to this wide applicability acro$getlse end-market applications, we market genanggse MOSFETS that are used in multiple
applications as well as MOSFETSs targeted for sjmeafiplications.

Our current power discrete product line includekistry standard trench MOSFETSs, SRFETs, XSFETirelatic discharge, protected
MOSFETSs, high and mid-voltage MOSFETs and IGBTSs.

Power IC products

In addition to the traditional monolithic or singthip design, we employ a multi-chip approach far tajority of our power ICs. This
multi-chip technique leverages our proprietary MOSFETathdhnced packaging technologies to offer intedratdutions to our customers. T
allows us to update a product by interchanging tmyMOSFETs without changing the power managen&rthereby reducing the time
required for new product introduction. We beliefrattour power IC products improve our competitiesipon by enabling us to provide higher
power density solutions to our end customers tharcompetitors.

The incorporation of both power delivery and powsmagement functions tends to make power ICs nppication specific because
these two functions have to be properly matchedgarticular end product. We have local technicalk@ting and applications engineers who
closely collaborate with our end customers to fegipure that power IC specifications are properfindd at the beginning of the design stage.

New Product Introduction

As part our strategy to diversify SAM, we introddceveral new products based on our proprietahntdogy platform during past fiscal
year. In the quarter ended September 30, 2013glwased seven new power discrete products in @\ 8phalGBT portfolio with IGBT
solutions ranging from 20A to 60A in the TO247 pag&. These new products are suitable for a widetyasf applications including household
appliances, commercial HVAC systems, photovoltaie@iters, and industrial equipment. In additiorrjmythe quarter ended June 30, 2014, we
released new 1350V IGBT optimized for inductiontirepapplications. The device reduces the riskvalanche destruction from voltage
transients. In the quarter ended December 31, 2043]so introduced a new lower voltage dual MOSFdily in the common-drain
configuration in




both DFN 5x6 and Micro-DFN 3.2x2 packages. Thesacds are suitable for battery pack applicationsrtbance battery pack performance in
the latest generation Ultrabooks and tablets, wloeveconduction loss is essential for optimizindtegy life.

For the power IC products, we continue to expaedotioduct family by introducing new solutions torqauting and LED back lighting for
LCD-TV. During the quarter ended September 30, 20&8introduced a new generation of high efficieBeiMos power modules. The new
device enables higher power density voltage regutatiutions which is ideal for servers, work gtasi, graphic cards and high-end desktop PC
applications. In addition, in the same quarterJaumched a third-generation high efficiency powedtie with an EZPair package. This new
device enables high power density voltage regukadhrtions which is ideal for notebook PCs, servansl graphic cards applications. Moreover,
in the quarter ended June 30, 2014, we releasdeclaanel EZPower Smart Load Switch that delivgr$al6A per channel of continuous
current. These devices offer industry leading perémce and allow the ideal load switch for a varatapplications.

Distributors and customer

We have developed direct relationships with key GEiost of which we serve through our distributord ODMs. They include Dell In
Hewlett-Packard Company, LG Electronics, Inc. anthSung Group. We sell to Samsung Group directlglwhtcounted for 11.6% , 13.08ac
13.9% of our revenue for the fiscal years ende@ B 2014 , 2013 and 2012 , respectively. In adibased on our historical design win
activities, our power semiconductors are also ipemated into products sold to certain OEMs.

Through our distributors, we provide products toNdDwho traditionally are contract manufacturers@&Ms. As the industry has
evolved, ODMs are increasingly responsible for gi@sig portions, or entire systems, of the prodtlety manufacture for the OEMs. In additi
several ODMs are beginning to design, manufactadebaand their own proprietary products, which thel directly to consumers. Our ODM
customers include Compal Electronics, Inc., Fox¢@umnta Computer Incorporated, Pegatron,Wistrap&@ation and AOC International.

In order to take advantage of the expertise of@relemer fulfillment logistics and shorter paymeytles, we sell most of our products to
distributors. Under the agreements with our distobs, they have limited rights to return unsoldchandise, subject to time and volume
limitations. As of June 30, 2014 and June 30, 2ah#& two largest distributors of our products wafeG Holdings Limited, or WPG, and
Promate Electronic Co. Ltd., or Promate. Sales RG/Mnd Promate accounted for 43.1% and 21.6% aleeenue for the fiscal year ended
June 30, 2014 , respectively, 41.6% and 24.4% ofexenue for the fiscal year ended June 30, 20&8pectively, and 40.9% and 24.0% of our
revenue for fiscal year ended June 30, 2012 , ctspby.

Sales and marketini

Our marketing department is responsible for idgmtg high growth markets and applications wherebefeve our technology can be
effectively deployed. We believe that the techniitkground of our marketing team, including techhimarketing engineers, helps us better
define new products and identify potential end @unglrs and geographic and product market opporésnifior example, as part of our market
diversification strategy, we have deployed and ptarecruit more for our new market segments, fagdglication engineers, or FAEs, who
provide real-time and on-the-ground responses t@od customer needs, work with our end custonoensidlerstand their requirements, resolve
technical problems, strive to anticipate futuretooeer needs and facilitate the design-in of oudpots into the end products of our customers.
We believe this strategy increases our share @mew opportunities within the applications we aotlseserve, as well as in new end-market
applications.

Our sales team consisted of sales persons, figlitafion engineers, customer service represeemtivid customer quality engineers who
are responsible for key accounts. We strategigaiition our team near our end customers througloffices in Taipei, Hong Kong, Shenzhen,
Shanghai, Tokyo, Seoul and Sunnyvale, Califorreamlemented by our applications centers in Suneyaatl Shanghai. In addition, our
distributors and sales representatives assist oigrisales and marketing efforts by identifyingguial customers, sourcing additional demand
and promoting our products, in which case we maygpsales commission to these distributors.

A typical sales cycle takes six to nine months isrmbmprised of the following steps:
« identification of a customer design opportur

« qualification of the design opportunity by our FAfEsough comparison of the power requirements agjaiar product portfolic
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e provision of a product sample to the end custaimée included in the customer's pre-productiadeh with the goal of being included
in the final bill of materials; and

» placement by the customer, or through its distdbutf a full production order as the end customereases to full volume producti
Competition

The power semiconductor industry is characterizeftdgmentation with many competitors. We compeité different power
semiconductor suppliers, depending on the typeafyct lines and geographical area. Our key congustin power discretes and power ICs are
primarily headquartered in the United States, Jagarope and Taiwan. Our major competitors in posiiecretes include Fairchild
Semiconductor International, Inc., Infineon Teclugiés AG, International Rectifier Corporation, Ma@hip Semiconductor Corporation, ON
Semiconductor Corp., STMicroelectronics N.V., TashCorporation, Diodes Incorporated and Vishayrtathnology, Inc. Our major
competitors for our power ICs include Global Mixeade Technology Inc., Monolithic Power Systems,,IRichtek Technology Corp.,
Semtech Corporation and Texas Instruments Inc.

Our ability to compete depends on a number of fagtocluding:

» our success in expanding and diversifying ouwviseable markets, and our ability to develop tedbgies and product
solutions for these markets;

e our capability in quickly developing and introdiug proprietary technology and best in class présjuc
» the performance and cost-effectiveness of oudymts relative to that of our competitors;
« our ability to manufacture, package and delivedpcts in large volume on a timely basis at a cetitipe price;

e oursuccess in utilizing new and proprietary texthgies to offer products and features previousiyavailable in the
marketplace;

« our ability to recruit and retain analog semicoctdr designers and application engineers; and
» our ability to protect our intellectual property.

Some of our competitors have longer operating hetpmore brand recognition, and significantlyagee financial, technical, research and
development, sales and marketing, manufacturingoéimet resources. However, we believe that we oampete effectively through our
integrated and innovative technology platform aadigh capabilities, including our multi-chip appchdo power IC products, strategic global
business model, expanding portfolio of productgexdiified and broad customer base, and excellethieiground support and quick time to
market for our products.

Seasonality

As we provide power semiconductors used in consheetronic products, our business is subject as@eality. Our sales seasonality is
affected by a number of factors, including globad aegional economic conditions as well as the REket conditions, revenue generated from
new products, changes in distributor ordering pastén response to channel inventory adjustmerdsead customer demand for our products
and fluctuations in consumer purchase patterng fimajor holiday seasons. In recent periods, dfhetuations in the semiconductor markets
and the global and regional economic conditionpairticular the decline of the PC market conditjdras/e had a more significant impact on our
results of operations than seasonality, and hawentalifficult to assess the impact of seasonetiois on our business.

Backlog

Our sales are made primarily pursuant to standarchpse orders from distributors and direct custermihe amount of backlog to be
shipped during any period depends on various factod all orders are subject to cancellation adifivation, usually with no penalty to
customers. The quantities actually purchased bpmess, as well as shipment schedules, are frelguenised to reflect changes in both the
customers' requirements and in manufacturing awiifia Therefore, our backlog at any point in tinsenot a reliable indicator of our future
revenue.




Research and developme

Because we view technology as a competitive adgantse invest significant time and capital intoesash and development to address
technology intensive needs of our end customersré&dearch and development expenditures for thalfisears of 2014, 2013 and 2012 were
$24.4 million, $27.8 million and $30.6 million, gEctively. Our research and development expenditorienarily consist of staff compensation,
prototypes, engineering materials, simulation aeglgh tools and test and analyzer equipment. Oummeduct development efforts continue to
focus on developing products with higher speedhérgfficiency and reliability, higher power degsigreater performance and lower costs. We
have research and development teams in Silicorey&Bunnyvale, California), Oregon, Taipei, Taiwangd Shanghai, China. We believe that
these diverse research and development teams snehie develop leading edge technology platfonmasreew products. Our areas of research
and development focus include:

Packaging technologiesConsumer demand for smaller and more compadtrefec devices with higher power density is drivihg need
for advanced packaging technology. Our group ofaded packaging engineers focuses on smaller factor, higher power output with
efficient heat dissipation and cost-effectiven&ge.have invested significant resources to devehapesnhance our proprietary packaging
technologies, including the establishment of otduse packaging and testing facilities. We belignat our efforts to develop innovative
packaging technologies will continue to provide reavd cost-effective solutions with higher powerginto our customers. During the fiscal
year ended June 30, 2014, we continued our diigasdn program by developing new silicon and paika platforms to expand our SAM a
offer higher performanced products.

Process technology and device physite focus on specialized process technology in theufacturing of our products, including verti
DMOS, Shielded Gate Trench, Trench field stop IGBfarge-balance high voltage MOSFETS, Schottkyd®iand BCDMOS processes. Our
process engineers work closely with our design teadeploy and implement our proprietary manufantuprocesses at our Oregon fab as well
as the third-party foundries that fabricate ourewsfTo improve our process technology, we continuwevelop and enhance our expertise in
device physics in order to better understand thysiphl characteristics of materials and the intiiwsas among these materials during the
manufacturing process.

New products and new technology platforing also invest significantly in the developmennefv technology platforms and introduction
of new products. Because power management afféeeetronic systems, we believe that developimgde portfolio of products enables us to
target new applications in addition to expandingshare of power management needs served withstixiapplications.

As a technology company, we will continue our digant investment in research and development ilaw voltage and high voltage
power discretes and power ICs by developing netwiglogy platforms and new products that allow fettér product performance, more
efficient packages and higher levels of integration

Operations

The manufacture of our products is divided into twajor steps: wafer fabrication and packaging astrig.

Wafer fabrication

We have transitioned from a fabless to a “fab-lie%iness model through the acquisition of the @mefgb in January 2012. We believe
our Oregon fab allows us to accelerate the devetopiwf our technology and products, as well agdwide better services to our customers.
allocate our wafer production between our in-hdasdity and third-party foundries, although in thast three years, we have gradually reduced
our reliance on third-party foundries following thequisition and integration of the Oregon fab.r€utly our main third-party foundry is
Shanghai Hua Hong Grace Electronic Company Limi¢gdlHGrace™), or formerly HHNEC, located in ShanghdHGrace has been
manufacturing wafers for us since 2002. HHGraceufartured 28.6% , 37.7% and 49.9% of the waferd useur products for the fiscal years
ended June 30, 2014 , 2013 and 2012 , respectively.

Packaging and testing

Completed wafers from the foundries are sent tarotiouse packaging and testing facilities or to subcontractors, where the wafers are
cut into individual die, soldered to lead frameggd to terminals and then encapsulated in prategackaging. After packaging, all devices are
tested in accordance with our specifications atdtsundard or defective devices are rejected. We batablished quality assurance procedures
that are intended to control quality throughoutrteufacturing process, including qualifying newtpdor production at each packaging faci
conducting root cause




analysis, testing for lots with process defectsiamalementing containment and preventive actiome final tested products are then shipped to
our distributors or customers.

Our in-house packaging and testing facilities aoated in Shanghai, China which handle most ofpagkaging and testing requirements
for our products, and we outsource a small porioour packaging and testing requirements to atbatract manufacturers. Our facilities have
the combined capacity to package and test ovendllion parts per month and have available flocaicpfor new package introductions. We
believe our ability to package and test our praglidernally represents a strategic advantagepastiécts our proprietary packaging technology,
increases the rate of new package introductiodsices operating expenses and ultimately improvepratdit margins.

Quality assurance

Our quality assurance practices aim to consistgmtyide our end customers with products that eliable, durable and free of defects.
strive to do so through continuous improvementunproduct design and manufacturing and close lootktion with our manufacturing partne
Our manufacturing operations in China received I8@9Quality Management System certification in gedtion of our quality assurance
standards and we have maintained certificatiohed$O 9001 standard. Our manufacturing facilitpiegon is also certified to the ISO 9001
standard. 1ISO9001 is a set of criteria and pro@slastablished by International Organization of@adization for developing a fundamental
quality management system and focusing on contmiraprovement, defect prevention and the redudforariation and waste. We also offer
lead-free products in order to comply with Resimits on the use of Hazardous Substances, or RoHS.

We maintain a supplier management and processesmyiig team in Shanghai that works with our thiadty foundries and packaging and
testing subcontractors to monitor the quality of products, which is designed to ensure that matwfiag of our products, is in strict
compliance with our process control, monitoringgadures and product requirements. We also con@uittdic reviews and annual audits to
ensure supplier performance. For example, we exathmresults of statistical process control systémplement preventive maintenance,
verify the status of quality improvement projeatsl aeview delivery time metrics. In addition, wéerand rank each of our suppliers every
quarter based on factors such as their qualityp@nidrmance. Our facility in Oregon integrates nfanturing process controls through our
manufacturing execution system coupled with wafecess controls that include monitoring procedypesyentative maintenance, statistical
process control, and testing to ensure that ficistafers delivered will meet and exceed quality eslidbility requirements. All materials used
to manufacture wafers are controlled through atsfualification process.

Our manufacturing processes use many raw maternalsding silicon wafers, gold, copper, moldingrgeound, petroleum and plastic
materials and various chemicals and gases. Wenobtairaw materials and supplies from a large nurabsources. Although supplies for the
raw materials used by us are currently adequatetagies could occur in various essential matediaésto interruption of supply or increased
demand in the industry.

Intellectual property rights

Intellectual property is a critical component of duisiness strategy, and we intend to continuavesit in the growth, maintenance and
protection of our intellectual property portfold/e own significant intellectual property in manyasts of power semiconductor technology,
including device physics and structure, wafer psees, circuit designs, packaging, modules and sabuddies. We have also entered into
intellectual property licensing agreements witheottompanies, including Fairchild Semiconductoetnational, Inc. and Giant Semiconductor
Corporation, to use selected third-party technologyhe development of our products, although weadt believe our business is dependent to
any significant degree on any individual third-pditense.

While we focus our patent efforts in the Unitedt&sawe file corresponding foreign patent applaraiin other jurisdictions, such as China
and Taiwan, when filing is justified by cost anchgtgic importance. The patents are increasingboitant to remain competitive in our indus
and a strong patent portfolio will facilitate thetey of our products into new markets. As of JufeZ14 , we had 420 patents issued in the
United States, of which 39 were acquired, 2 werenised and 379 were based on our research anadpleesit efforts, and these patents are set
to expire between 2015 and 2032. We also had baiog28 foreign patents, including 176 Chineseeptt, 141 Taiwanese patents, 6 Korean
patents, 4 Hong Kong patents and 1 Japanese patefiiune 30, 2014 . Substantially all of ourifprgatents were based on our research and
development efforts. These foreign patents expiteé years between 2015 and 2030. In additioof agne 30, 2014 , we had a total of 643
patent applications, of which 213 patents were pegnith the United States, 239 patents were penidifithina, 178 patents were pending in
Taiwan and 13 patents were pending in other casatri




As our technologies are deployed in new applicatemd as we diversify our product portfolio basedew technology platforms, we may
be subject to new potential infringement claimgeRglitigation, if and when instituted against asuld result in substantial costs and a diver
of our management's attention and resources. Hoyweeeare committed to vigorously defending andgxting our investment in our
intellectual property. Therefore, the strength wif imtellectual property program, including thedmtth and depth of our portfolio, will be critical
to our success in the new markets we intend taupurs

In addition to patent protection, we also rely aroanbination of trademark, copyright (including kagork protection), trade secret laws,
contractual provisions and similar laws in othersdictions. We also enter into confidentiality andention assignment agreements with our
employees, consultants, suppliers, distributorscustbmers and seek to control access to, andbdistn of, our proprietary information.

Environmental matters

The semiconductor production process, includingstraiconductor wafer manufacturing and packaginggss, generates air emissions,
liquid wastes, waste water and other industriattesadVe have installed various types of pollutiontool equipment for the treatment of air
emissions and liquid waste and equipment for réagcnd treatment of water in our packaging antinggacilities in China and wafer
manufacturing facility in Oregon, USA. Waste geedaat our manufacturing facilities, including Imat limited to acid waste, alkaline waste,
flammable waste, toxic waste, oxide waste andigalfing waste, is collected and sorted for progisposal. Our operations in China are subject
to regulation and periodic monitoring by China'at8tEnvironmental Protection Bureau, as well aallenvironmental protection authorities,
including those under the Shanghai Municipal Gowemnt, which may in some cases establish stricéedstrds than those imposed by the State
Environmental Protection Bureau. Our operation iadon is subject to Oregon Department of EnvirortaldRegulations, Federal
Environmental Protection Agency laws and regulatj@nd local jurisdictional regulations. We belighwat we have been in material compliance
with applicableenvironmental regulations and standards and havieanba material or adverse effect on our restilggperations from complyir
with these regulations.

We have implemented an ISO 14001 environmental geanant system in our manufacturing facilities inn@mand Oregon. We also
require our subcontractors, including foundries assembly houses, to meet 1ISO14001 standards. Weeebthat we have adopted pollution
control measures for the effective maintenancengifrenmental protection standards consistent withrequirements applicable to the
semiconductor industry in China and the U.S..

Our products sold in Europe are subject to RoHS&gtrical and Electronic Equipment, which requittesst the products do not contain
more than agreed levels of lead, cadmium, mertweyavalent chromium, polybrominated biphenyl anlylpominated diphenyl ether flame
retardants. Our manufacturing facilities in Chiteoabtained QC080000 certification, which is a@E Certificate of Conformity Hazardous
Substance Process Management for European Diré&Q¥2/95/EC requirements and a Certificate of Gregmner for Sony Green Partner
Program. We avoid using these restricted matemgaise extent possible when we design our products.

We are also subject to SEC rules that requireatilig, disclosure and reporting on whether certamerals and metals, known as conflict
minerals, used in our products originate from tleeridcratic Republic of Congo and adjoining countriesof June 30, 2014, we have
implemented and are in compliance with the relatadlict minerals rule.

Employees

As of June 30, 2014 , we had approximately 2,750leyees, of which approximately 360 were locatethenUnited States, 2,310 were
located in China, and 80 were located in otherspafriAsia. Of the total employees, approximateB6R, were in operations and manufacturing,
150 were in research and development, 130 weraés and marketing and 120 were in general andrashnaitive. None of our employees are
represented by a collective bargaining agreemehtwanhave never experienced a work stoppage dabdo issues. We consider our
relationships with our employees to be good.

Executive Officers

The following table lists the names, ages and jpositof our executive officers as of July 31, 20T4ere are no family relationships
between any executive officer.
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Name Age Position

Mike F. Chang, Ph.D. 69 Chairman of the Board @hief Executive Officer
Yueh-Se Ho, Ph.D. 62 Director and Chief Opera€ficer

Yifan Liang 50 Chief Financial Officer and Corpte Secretary
Hamza Yilmaz, Ph.D. 59 Chief Technology Officer

Tony Grizelj 43  Vice President of Power Discreteduct

Mike F. Chang, Ph.D., is the founder of our company and has servedia€hairman of the Board and Chief Executive @ffisince the
incorporation of our company. Dr. Chang has extenskperience in both technology development asihibss operations in the power
semiconductor industry. Prior to establishing cmpany, Dr. Chang served as the Executive Viceid@esat Siliconix Incorporated, a
subsidiary of Vishay Intertechnology Inc., a globenufacturer and supplier of discrete and otharep@emiconductors, or Siliconix, from 1¢
to 2000. Dr. Chang also held various managemeritiquas at Siliconix from 1987 to 1998. Earlier iisktareer, Dr. Chang focused on product
research and development in various managemeniquasat General Electric Company from 1974 to 1887 Chang received his B.S. in
electrical engineering from National Cheng Kungwémsity, Taiwan, and M.S. and Ph.D. in electricgdiaeering from the University of
Missouri.

Yueh-Se Ho, Ph.D, is a co-founder of our company and has servedia€hief Operating Officer since January 2006 @mddirector
since March 2006. Dr. Ho has held various operatioranagement positions in our company since aaption, including the Vice President of
Worldwide Operations from 2003 to 2006 and the \Recesident of Back End Operations from 2000 to 280®r to co-founding our company,
Dr. Ho served as the Director of Packaging Develapnand Foundry Transfer at Siliconix from 1992@®0. Dr. Ho received his B.S. in
chemistry from Tamkang University, Taiwan, and Phrchemistry from the University of Pittsburgh.

Yifan Liang is currently serving as our Chief Financial Offisémce August 2014 and Corporate Secretary sineefber 2013. Mr.
Liang was previously our Interim Chief Financiaffioér from November 2013 to August 2014, our Ciietounting Officer since October
2006, and our Assistant Corporate Secretary fromeNier 2009 to November 2013. Mr. Liang joined @mpany in August 2004 as our
Corporate Controller. Prior to joining us, Mr. L@held various positions at PricewaterhouseCodpePs or PwC, from 1995 to 2004, includi
Audit Manager in PwC's San Jose office. Mr. Liaageived his B.S. in management information system the People's University of China
and M.A. in finance and accounting from the Uniugref Alabama.

Hamza Yilmaz, Ph.D., is currently serving as our Chief Technologyi€¥f since February 2012. Dr. Yilmaz joined our pamy in
January 2008 as Executive Vice President of BusiDevelopment and was promoted to Executive ViesiBent of Marketing and Sales in
November 2008. He served in such capacity untitieely 2009 when he was promoted to Executive ViesiBent of Marketing and Busine
Development and Executive Vice President of maaket Product Lines in July 2011. Prior to joining oampany, Dr. Yilmaz was the Senior
Vice President of Semiconductor Technology and BcbBevelopment and Operations at Volterra Semigotad, Inc. from 2007 to 2008.

Dr. Yilmaz was the Senior Vice President of Produrad Technology Development at Fairchild SemicotmuCorporation from 2004 to 2007.
He served as the Vice President of Technology eveént at GEM Services, a semiconductor assembllyemting company, from 2002 to
2004, and he also held various executive positr&liconix from 1988 to 2001, including ExecutiVeee President of Power Product Line.
Dr. Yilmaz received his B.S. in electrical engiriegrfrom Yildiz Teknik University in Istanbul, Tugy, M.S. in electrical engineering from the
University of Texas at Austin, and Ph.D. in elemtiengineering from the University of Michigan.

Tony Grizelj is currently serving as our Vice President of Polscrete Product since January 2014. Mr. Grizalyed as our Vice
President of Worldwide Sales from March 2011 toéeber 2013, and our Vice President of Marketingifispril 2006 to February 2011. Prior
to joining our company in November 2004, Mr. Grjzgrved as the Senior Product Marketing Managhtietel Semiconductor, Inc., a
semiconductor company, from 2000 to 2004. He a¢dd ¥arious marketing positions at Siliconix fro®9B to 2000, including regional
marketing based in Japan and market developmethiddrlOSFET product line. Mr. Grizelj received BisS. in electrical engineering from San
Jose State University.

Available Information

Our filing documents and information with the Séties and Exchange Commission (the "SEC") are akkilfree of charge electronically
through our Internet websiteiww.aosmd.conas soon as reasonably practicable after we elécalbynfile such material with, or furnish it to,
the SEC. Additionally, these filings may be obtaitwy visiting the Public Reference Room of the SEC00 F Street, NE, Washington, DC
20549 or by calling the SEC at 1-800-SEC-0330,dnding an
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electronic message to the SEC at publicinfo@seclgaddition, the SEC maintains a website (www@®¢) that contains reports, proxy
statements, and other information that we file tebeically.
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Iltem 1A. Risk Factors
Risks Related to Our Busine:

Our operating results may fluctuate from period peeriod due to many factors, which may make it diffit to predict our future performance.

Our periodic operating results may fluctuate assalt of a number of factors, many of which aredmelyour control. These factors include,
among others:

« adeterioration in general demand for electrgmadiucts, particularly the Personal Computing (P@jket, as a result of global or
regional financial crises and associated macro-@oonslowdowns, and/or the cyclicality of the seomiductor industry;

« adeterioration in business conditions at our itstors and /or end custome
« adverse general economic conditions in the cowstvigere our products are sold or u
* the emergence and growth of markets for productareeurrently developin

» our ability to successfully develop, introducelaell new or enhanced products in a timely maandrthe rate at which our new
products replace declining orders for our oldedputs;

« the anticipation, announcement or introduction@fmor enhanced products by us or our compet

» the amount and timing of operating costs andtabgxpenditures, including expenses related éontlaintenance and expansion of our
business operations and infrastructure;

« the announcement of significant acquisitions, di#fgm or partnership arrangeme
e changes in the utilization of our euse manufacturing capac
« supply and demand dynamics and the resulting priessure on the products we ¢

« the unpredictable volume and timing of ordeefedals, cancellations and reductions for our pot&l which may depend on factors
such as our end customers' sales outlook, purahasitterns and inventory adjustments based on glesmsnomic conditions or other
factors;

« changes in the selling prices of our product$iarthe relative mix in the unit shipments of guoducts, which have different average
selling prices and profit margins;

« changes in costs associated with manufacturingiopmducts, including pricing of wafer, raw masdsiand assembly servic
e our concentration of sales in consumer applicatiorschanges in consumer purchasing patterns anfidlence; an

« the adoption of new industry standards or changesiti regulatory environme

Any one or a combination of the above factors aherorisk factors described in this section mayseaoaur operating results to fluctuate
from period to period, making it difficult to prediour future performance. Therefore, comparingaperating results on a periodteriod basi
may not be meaningful, and you should not rely onpast results as an indication of our future grenfince.

The decline of personal computing (“PC'tharkets may have a material adverse effect on asults of operations, and our efforts to divers
our products may not be sufficient to mitigate tirapact of the declining PC markets.

A significant amount of our revenue is derived freates of products in the PC markets such as notsbmotherboards and notebook
battery packs. Our revenue from the PC marketsuated for approximately 45.2%, 50.0% and 54.4%uftotal revenue for the years ended
2014, 2013 and 2012, respectively. The increasipyiarity of smaller, mobile computing devices sasttablets and smartphones with touch
interfaces is rapidly changing the PC markets bothe United States and abroad. Recently, wereeqeed a significant reduction in the
demand for our products due to the declining PCketar particularly from our distributors and cuséwmin Taiwan, which have negatively
impacted our revenue and profitability.

The decline of the PC markets may also adverségtabur ability to adjust inventory levels in resige to the lower shipments, which n
negatively impact our gross margins. During therguaended March 31, 2013, we recorded a non-cesirecurring inventory valuation char
of $5.7 million primarily related to excess and alete inventory consisting of
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PC-related products that were not compatible wipudicular OEM's applications and were deemedsal#able. Moreover, the continuing
decline of the PC markets may reduce the capatiigation of our manufacturing facilities or impahe value of our longived assets, includir
equipment and machinery used for the manufactuimpackaging of our products, which could haveatenal adverse effect on our results of
operations.

Our diversification into different market segmenisay not succeed according to our expectations ara/raxpose us to new risks and place
significant strains on our management, operationdihancial and other resources

As part of the growth strategy to diversify our gwot portfolio and in response to the rapid deatiithe PC markets, we have been
developing new technologies and products desigmeenetrate into other markets and applicatiortdyéiing merchant power supplies, flat
panel TVs, smart phones, tablets, gaming consligising, datacom, home appliances and industriaiomcontrols. However, there is no
guarantee that these diversification efforts wéllduccessful. As a new entrant to some of thesketsawe may face intense competition from
existing and more established providers and eneowther unexpected difficulties, any of which ni@yder or delay our efforts to achieve
success. In addition, our new products may havg #@sign and sales cycles, therefore if our difieegion efforts fail to keep pace with the
declining PC markets, we may not be able to altevita negative impact on our results of operations

Our diversification into different market segmemtay place a significant strain on our managemetational, financial and other
resources. To manage this diversification effetfiwvee will need to take various actions, including

« enhancing management information systems, incluidirecasting procedure

« further developing our operating, administrativeafcial and accounting systems and cont

¢ managing our working capital and sources of finag

e maintaining close coordination among our enginegr@ccounting, finance, marketing, sales and o&isabrganization
e retaining, training and managing our employee |

« enhancing human resource operations and improvirgdagee hiring and training prograr

« realigning our business structure to more effetitiaocate and utilize our internal resouri

« improving and sustaining our supply chain capahitinc

e managing both our direct and distribution salesnnels in a cogtfficient and competitive mann

Our failure to execute any of the above actiongsssfully or timely may have an adverse effectwnbaisiness and financial results.

Our revenue may fluctuate significantly from peria period due to ordering patterns from our didititors and seasonality.

Demand for our products from our end customergdhies depending on their sales outlooks and marideeconomic conditions.
Accordingly, our distributors place purchase ordeith us based on their forecasts of end custoreerathd. Because these forecasts may not be
accurate, channel inventory held at our distritaitoay fluctuate significantly due to the differemedween the forecasts and actual demand.
result, distributors adjust their purchase ordéasesl with us in response to changing channel tovgrevels, as well as their assessment of the
latest market demand trends. A significant decréaser distributors' channel inventory in one pdrinay lead to a significant rebuilding of
channel inventory in subsequent periods, or vieeayavhich may cause our quarterly revenue andatipgrresults to fluctuate significantly.

In addition, because our power semiconductors sed in consumer electronics products, our revenaahject to seasonality. Our sales
seasonality is affected by a number of factordutfing global and regional economic conditions &4 as the PC market conditions, revenue
generated from new products, changes in distritrering patterns in response to channel inveradjystments and end customer demand for
our products and fluctuations in consumer purclpaserns prior to major holiday seasons. In regeat, broad fluctuations in the
semiconductor markets and the global economic ¢iondi in particular the decline of the PC marlatditions, have had a more significant
impact on our results of operations, than seadgnalid have made it difficult to assess the impé&seasonal factors on our business.

If we are unable to introduce or develop new andhanced products that meet or are compatible witlr sustomer's product requirements |
a timely manner, it may harm our business, finantjaosition and operating results.
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Our success depends upon our ability to developraratiuce new and enhanced products that meeearaanpatible with our customer's
specifications, performance standards and otheluystaequirements in a timely manner. The develogroénew and enhanced products
involves highly complex processes, and at timesaye experienced delays in the introduction of pewducts. Successful product developn
and introduction of new products depends on a namibactors, including the accurate product speaffon; timely completion of design;
achievement of manufacturing yields; timely resgoteschanges in customers' product requiremengditgjand cost-effective production; and
effective marketing. Since many of our productsdesigned for specific applications, we must frexiyedevelop new and enhanced products
jointly with our customers. In the past, we haveamtered product compatibility issues with a m&&M that has negatively impacted «
financial results, and although we have resolvdlgl fuch issues with the OEM, there is no guarattiaethe same compatibility issues will not
occur in the future with other OEMS. If we are uleatio develop or acquire new products that mearercompatible with our customer's
specification and other product requirements iimaly manner, we may lose revenue or market shaitbsour customers, which could have a
material adverse effect on our business, finapxaltion and operating results.

We may not win sufficient designs, or our desigm&imay not generate sufficient revenue for us tointain or expand our business.

We invest significant resources to compete witlepffower semiconductor companies to obtain wingmgpetitive bids for our products
in selection processes, known as “design wins.” &fart to obtain design wins may detract us frandelay the completion of other important
development projects, impair our relationships weitisting end customers and negatively impact s#lesoducts under development. In
addition, we cannot be assured that these effartddaresult in a design win, that our product wdoddincorporated into an end customer's ir
product design, or that any such design win woeddilto production orders and generate sufficiargmae. Furthermore, even after we have
qualified our products with a customer and madessalubsequent changes to our products, manufagndcesses or suppliers may require a
new qualification process, which may result in gledad excess inventory. If we cannot achieve defiicdesign wins in the future, or if we fall
to generate production orders following design wimg ability to grow our business and improve financial results will be harmed.

Our success depends upon the ability of our OEM enustomers to successfully sell products incorpargtour products.

The consumer end markets, in particular the PC etairk which our products are used are highly cditipe. Our OEM end customers

may not successfully sell their products for aetgrdf reasons, including:

« general global and regional economic conditi

« late introduction or lack of market acceptanceheirt products

« lack of competitive pricing

« shortage of component suppl

e excess inventory in the sales channels into whictead customers sell their produ

e changes in the supply chain; i

« changes as a result of regulatory restrictigmsieable to Chinaxported product

Our success depends on the ability of our OEM estbeners to sell their products incorporating cadpcts. In addition, we have
expanded our business model to include more OEMsiimirect customer base. The failure of our OEM eustomers to achieve or maintain
commercial success for any reason could harm ainéss, results of operations, and financial cadind prospects.

We expect to incur significant fixed manufacturingosts in connection with the operation of our Oreagéab, which may negatively impact
our results of operations, and the operation of oown fabrication facility may subject us to additial risks and the need for additional
capital expenditures.

The operation of our own fabrication facility rergd significant fixed manufacturing cost. In ortiemanage the capacity of the wafer
fabrication facility efficiently, we must performfarecast of long-term market demand and generalaic conditions for our products.
Because market conditions may vary significantlgt anexpectedly, our forecast may change signifigattany time, and we may not be able
make timely adjustments to our fabrication capaicityesponse to these changes. During periodsrdfreeed decline in market demand, in
particular the decline of the PC market, we mayheoéble to absorb the excess inventory and addlt@osts associated with operating the
facility at higher capacity, which may adverselfeaf our operating results. Similarly, during peisof unexpected increase in customer den
we may not be
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able to ramp up production quickly to meet theseat®ds, which may lead to the loss of significamereie opportunities. The manufacturing
processes of a fabrication facility are complex anbiject to interruptions. We may experience pridondifficulties, including lower
manufacturing yields or products that do not meetas our customers' specifications, and problemrsaiinping production and installing new
equipment. These difficulties could result in detiy delays, quality problems and lost revenue dppdies. Any significant quality problems
could also damage our reputation with our custoraedsdistract us from the development of new ardheced product which may have a
significant negative impact on our financial result

In addition, semiconductor manufacturing has hisédly required an upgrading of process technolisggn time to time to remain
competitive, as new and enhanced semiconductoegses are developed which permit smaller, moreieftiand more powerful semiconduc
devices. Accordingly, we may have to make substho#ipital expenditures and install significantdarction capacity at our in-house fabrication
facility to support new technologies and incregsestiuction volume, which may cause delay in oulitglid deliver new products or negatively
impact our results of operations.

Defects and poor performance in our products cousbult in loss of customers, decreased revenue xpeeted expenses and loss of mar
share, and we may face warranty and product liatyilclaims arising from defective product

Our products are complex and must meet stringeadityuequirements. Products as complex as ourscoatain undetected errors or
defects, especially when first introduced or whew nersions are released. Errors, defects or perdonmance can arise due to design flaws,
defects in raw materials or components or manufegflanomalies, which can affect both the quality ¢he yield of the product. It can also be
potentially dangerous as defective power componenisproper use of our products by customers, ieag to power overloads, which could
result in explosion or fire. As our products becamzre complex, we face higher risk of undetectddats, because our testing protocols may
not be able to fully test the products under afigiiole operating conditions. In the past, we hayerenced defects in our products and these
products were returned to us and subsequently gedagr sold at a discount. Any actual or percesmedrs, defects or poor performance in our
products could result in the replacement or reafadiur products, shipment delays, rejection of maducts, damage to our reputation, lost
revenue, diversion of our engineering personnehfoar product development efforts in order to adsli@ remedy any defects and increases in
customer service and support costs, all of whialicchave a material adverse effect on our busiardoperations.

Furthermore, as our products are typically solgraes much lower than the cost of the equipmetioer devices incorporating our
products, any defective, inefficient or poorly merhing products, or improper use by customers afggeomponents, may give rise to warranty
and product liability claims against us that excaey revenue or profit we receive from the affeqieatlucts. Historically, we have received
claims from our customers for charges such as klear and other costs replacing defective pantsr tost profit, and/or penalty. We could in
significant costs and liabilities if we are sued @ damages are awarded against us. There isa@giee that our insurance policies will be
available or adequate to protect against such slalosts or payments we may make in connectionwatianty and product liability claims or
product recalls may adversely affect our financ@idition and results of operations.

If we do not forecast demand for our products acately, we may experience product shortages, delaysoduct shipment, excess prodc
inventory, or difficulties in planning expenses, idh will adversely affect our business and finantieondition.

We manufacture our products according to our eséisnef customer demand. This process requires msike multiple forecasts and
assumptions relating to the demand of our end me&ts channel inventory, and general market canditiBecause we sell most of our prod
to distributors, who in turn sell to our end cusérs; we have limited visibility as to end custordemand. Furthermore, we do not have long-
term purchase commitments from our distributorsra customers, and our sales are generally magdarbliase orders that may be cancelled,
changed or deferred without notice to us or penélsya result, it is difficult to forecast futurestomer demand to plan our operations.

The utilization of our manufacturing facilities atiee provisions for inventory write-downs are imgaoit factors in our profitability. If we
overestimate demand for our products, or if puretaders are canceled or shipments delayed, wehmayexcess inventory, which may result
in adjustments to our production plans. These adjasts to our productions may affect the utilizated our own wafer fabrication and
packaging facilities. If we cannot sell certaintomr of the excess inventory, it will affect ouropisions for inventory write-downs. Our
inventory write-down provisions are subject to atijuent based on events that may not be known dintleethe provisions are made, and such
adjustments could be material and impact our firrdmesults negatively.
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If we underestimate demand, we may not have sefftanventory to meet end-customer demand, and ayelose market share and
damage relationships with our distributors and emtomers and we may have to forego potential revepportunities. Obtaining additional
supply in the face of product shortages may bdycosimpossible, particularly in the short termhish could prevent us from fulfilling orders in
a timely manner or at all.

In addition, we plan our operating expenses, irinlyidesearch and development expenses, hiring regebtigiventory investments, base in
part on our estimates of customer demand and futwenue. If customer demand or revenue for aquéati period is lower than we expect, we
may not be able to proportionately reduce our figpdrating expenses for that period, which woulsrhaur operating results.

We face intense competition and may not be abledmpete effectively which could reduce our reveraral market share.

The power semiconductor industry is highly competiaind fragmented. If we do not compete succdgsighinst current or potential
competitors, our market share and revenue mayrgeciur main competitors are primarily headquadtérehe United States, Japan, Taiwan
and Europe. Our major competitors for our powecréites include Diodes Incorporated, Fairchild Semdtictor International, Inc., Infineon
Technologies AG, International Rectifier CorporatiMagnaChip Semiconductor Corporation, ON Semiootat Corporation,
STMicroelectronics N.V., Toshiba Corporation angh4y Intertechnology, Inc. Our major competitonsdor power ICs include Global Mixed-
mode Technology Inc., Monolithic Power Systems,,IRichtek Technology Corp., Semtech Corporaticth Bexas Instruments Inc. We expect
to face competition in the future from our compett other manufacturers, designers of semiconduatad start-up semiconductor design
companies. Many of our competitors have competaideantages over us, including:

« significantly greater financial, technical, rasgh and development, sales and marketing and mbkeurces, enabling them to invest
substantially more resources than us to respotitetadoption of new or emerging technologies ongka in customer requirements;

« greater brand recognition and longer operatinghiest

» larger customer bases and longer, more estallisHationships with distributors or existing otential end customers, which may
provide them with greater reliability and infornwatiregarding future trends and requirements thgtmoabe available to us;

« the ability to provide greater incentives to endtomers through rebates, and marketing developfueds or similar prograr

* more product lines, enabling them to bundlertheaducts to offer a broader product portfolidmintegrate power management
functionality into other products that we do ndt;send

« captive manufacturing facilities, providing thewith guaranteed access to manufacturing facilitiggnes of global semiconductor
shortages.

If we are unable to compete effectively for anytef foregoing or other reasons, our business,teestibperations, and financial condition
and prospects will be harmed.

We depend partly on third-party semiconductor foures to manufacture our products and implement diabrication processes, and any
failure to maintain sufficient foundry capacity andontrol the cost of production could significantlyelay our ability to ship our product:
damage our relationships with customers, reduce sates and increase expenses.

Under our “fab Lite” business model in which thkehtion of our wafer production between in-housslity and thirdparty foundries me
fluctuate from time to time. Nevertheless, we expecontinue to rely in part on third party fouredrto meet our wafer requirements. Although
we use several independent foundries, our printarg-party foundry is HHGrace, which manufactur@ie® , 37.7% and 49.9% of the wafers
used in our products for the fiscal years ende@ By 2014 , 2013 and 2012 , respectively.

We place our purchase orders with foundries bareshles forecasts for our products. If any thirdypeoundry does not provide
competitive pricing or is not able to meet our rieggh capacity for any reason, we may not be abt#btain the required capacity to manufacture
our products timely or efficiently. If we cannot miin sufficient capacity or control pricing withur existing thirdparty foundries, we may ne
to increase our own manufacturing capacity, ancetfeeno assurance that we can ramp up the praductithe Oregon fab timely to meet the
increased demand. If not, we may need to seelnatiee foundries, which may not be available on ewrcially reasonable terms, or at all. In
addition, the process for qualifying a new founigriime consuming, difficult and may not be suctdsgarticularly if we cannot integrate our
proprietary process technology with the processd biyehe new foundry. Using a foundry with which heve no established relationship could
expose us to potentially unfavorable pricing, uis&attory quality or insufficient capacity allocari.

17




In addition, even though we have been transfemnge new product developments to our Oregon fakstileely on third-party foundries
significantly to effectively implement certain ofioproprietary technology and processes and atpgreetheir cooperation in developing new
fabrication processes. Any failure to do so mayadmpur ability to introduce new products and andidelivery of wafers for our existing
products. In order to maintain our profit margimsl &0 meet our customer demand, we need to achmeptable production yields and timely
delivery of silicon wafers. As is common in the seonductor industry, we have experienced, and magm®ence from time to time, difficulties
in achieving acceptable production yields and tynalivery from third-party foundry vendors. Minutapurities in a silicon wafer can cause a
substantial number of wafers to be rejected oreausnerous die on a wafer to be defective. Lowdgielften occur during the production of r
products, the migration of processes to smallengoes or the installation and start up of newcpss technologies.

We face a number of other significant risks assediavith outsourcing fabrication, including:
« limited control over delivery schedules, qualitpasnce and control and production ct

» discretion of foundries to reduce deliveriesisoon short notice, allocate capacity to otherausts that may be larger or have long-
term customer or preferential arrangements witmdoies that we use;

< unavailability of, or potential delays in obtainiagcess to, key process technoloy
» limited warranties on wafers or products suppl@dg

« damage to equipment and facilities, power olgagguipment or materials shortages that could fiminufacturing yields and capacity
at the foundries;

«  potential unauthorized disclosure or misappedfon of intellectual property, including use ofréechnology by the foundries to make
products for our competitors;

« financial difficulties and insolvency of foundrieanc
e acquisition of foundries by third parti

Any of the foregoing risks could delay shipmenbaf products, result in higher expenses and redieaghue, damage our relationships
with customers and otherwise adversely affect aginess and operating results.

Our operation of two in-house packaging and testifagilities are subject to risks that could advekgaffect our business and financial
results.

We have two in-house packaging and testing faedlitbcated in Shanghai, China that handle mostiopackaging and testing
requirements. The operation of high-volume packagind testing facilities and implementation of advanced packaging technology are
complex and demand a high degree of precision andrequire modification to improve yields and prodperformance. We have committed
substantial resources to ensure that our packagiddesting facilities operate efficiently and ssxfully, including the acquisition of equipment
and raw materials, and training and managementarfia number of technical personnel and employ®es.to the fixed costs associated with
operating our own packaging and testing facilitiegje are unable to utilize our in-house faciktiat a desirable level of production, our gross
margin and results of operations may be adverdtdgtad. For example, a significant decline in market share or sales orders may negatively
impact our factory utilization and reduce our dpito achieve profitability.

In addition, the operation of our packaging andingsacilities is subject to a number of risks;lirding the following:

« unavailability of equipment, whether new or predlywowned, at acceptable terms and pr
« facility equipment failure, power outages or otleruptions

« shortage of raw materials, including packaging sabess, copper, gold and molding compotl
» failure to maintain quality assurance and remedgals and impuritie

« changes in the packaging requirements of custoraet

« our limited experience in operating a highlume packaging and testing facil
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Any of the foregoing risks could adversely affeat oapacity to package and test our products, weoetd delay shipment of our
products, result in higher expenses, reduce reyelamage our relationships with customers and wikeradversely affect our business, results
of operations, financial condition and prospects.

Our reliance on distributors to sell a substantipbrtion of our products subjects us to a numberredks.

We sell a substantial portion of our products &iriutors, who in turn sell to our end customénsr distributors typically offer power
semiconductor products from several different camgzs including our direct competitors. The disitdrs assume collection risk and provide
logistical services to end customers, includinglsittg our products. Two distributors, WPG and Prmeollectively accounted for 64.7% ,
66.0% and 64.9% of our revenue for the fiscal yeaed June 30, 2014 , 2013 and 2012 , respectiVelyagreement with Frontek Technology
Corporation, a member of WPG, has an one-year beitnis automatically renewed for an additional gear period continuously unless
terminated earlier pursuant to the provisions adgreement. Our agreement with Promate was reniewdedy 2010 with a five-year term and
thereafter will be automatically renewed for eaok-gear period continuously unless terminated exgplirsuant to the provisions in the
agreement. We believe that our success will coattoudepend upon these distributors. Our reliamcgistributors subjects us to a number of
risks, including:

« write-downs in inventories associated with stomfation rights and increases in provisions facgadjustments granted to certain
distributors;

* potential reduction or discontinuation of sale®wof products by distributol
« failure to devote resources necessary to sell mgyets at the prices, in the volumes and withttime frames that we expe
» focusing their sales efforts on products of our petitors

« dependence upon the continued viability andnitie resources of these distributors, some of whie small organizations with limited
working capital and all of which depend on generanomic conditions and conditions within the semdictor industry;

« dependence on the timeliness and accuracy of shipimecasts and resale reports from our distrits;

« management of relationships with distributorkjal can deteriorate as a result of conflicts eftlorts to sell directly to our end
customers; and

« termination of our agreements with distributors ethaire generally terminable by either party on tshotice

If any significant distributor becomes unable owilling to promote and sell our products, or if & not able to renew our contracts with
the distributors on acceptable terms, we may natidbe to find a replacement distributor on reastmtdyms or at all and our business could be
harmed.

We have made and may continue to make strategiaigstions of other companies, assets or businessas these acquisitions introduce
significant risks and uncertainties, including riskrelated to integrating the acquired assets oribesses, incurring additional debt, assumi
contingent liabilities or diluting our existing shieeholders.

In order to position ourselves to take advantaggrafvth opportunities, we have made, and may coatto make, strategic acquisitions,
mergers and alliances that involve significantgiakd uncertainties. Successful acquisitions draheés in the semiconductor industry are
difficult to accomplish because they require, amotiger things, efficient integration and aligninfigpooduct offerings and manufacturing
operations and coordination of sales and marketintjresearch and development efforts. The diffesiibf integration and alignment may be
increased by the necessity of coordinating geogcaf separated organizations, the complexityheftechnologies being integrated and alic
and the necessity of integrating personnel witbaliate business backgrounds and combining diffe@porate cultures.

In addition, we may also issue equity securitiegayp for future acquisitions or alliances, whiclulcbbe dilutive to existing shareholders.
We may also incur debt or assume contingent li&slin connection with acquisitions and allianagich could impose restrictions on our
business operations and harm our operating results.

If we are unable to obtain raw materials in a timemanner or if the price of raw materials increassgnificantly, production time anc
product costs could increase, which may adversdfga our business

Our fabrication and packaging processes dependwmraterials such as silicon wafers, gold, coppetding compound, petroleum and
plastic materials and various chemicals and g&ses time to time, suppliers may extend lead
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times, limit supplies or increase prices due taac#dp constraints or other factors. If the pricéthese raw materials rise significantly, we ma'
unable to pass on the increased cost to our custo@ar results of operations could be adversdbctdd if we are unable to obtain adequate
supplies of raw materials in a timely manner areasonable price. In addition, from time to time, nvay need to reject raw materials because
they do not meet our specifications or the souroiihguch materials do not comply with our conftigineral policies, resulting in potential dele

or declines in output. Furthermore, problems with @w materials may give rise to compatibilityp@rformance issues in our products, which
could lead to an increase in customer returnsantymt warranty claims. Errors or defects may drise raw materials supplied by third parties
that are beyond our detection or control, whichiddead to additional customer returns or produatranty claims that may adversely affect our
business and results of operations.

Our operations may be delayed or interrupted and business may be adversely affected as a resutiusfefforts to comply with
environmental regulations applicable to our in-hoasvafer manufacturing, packaging and testing fatyi

Our in-house manufacturing operations, includindewananufacturing, packaging and testing, are stiltgea variety of environmental
regulations relating to the use, handling, disceangd disposal of toxic or otherwise hazardous mnadde See “Item 1. Business - Environmental
matters.” Compliance with environmental regulationsld require us to acquire expensive pollutiontca equipment or to incur other
substantial expenses or investigate and remediatamination at our current facilities. Any failugr any claim that we have failed, to comply
with these regulations could cause delays in codyetion and capacity expansion and affect ouripunlage, either of which could harm our
business. In addition, any failure to comply wilese regulations could subject us to substantiasfor other liabilities, result in the suspension
of our operating permit, or require us to terminatadversely modify our in-house manufacturingraiens.

We may not be able to accurately estimate provisiahfiscal period end for price adjustment and gtaotation rights under our agreements
with distributors, and our failure to do so may imapt our operating results.

We sell a majority of our products to distributarsder arrangements allowing price adjustments anuains under stock rotation programs,
subject to certain limitations. As a result, we @guired to estimate allowances for price adjustsiand stock rotation for our products as
inventory at distributors at each reporting peeod. Our ability to reliably estimate these alloagsmenables us to recognize revenue upon
delivery of goods to distributors instead of upesale of goods by distributors to end customers.

We estimate the allowance for price adjustmentdbasefactors such as distributor inventory levpterapproved future distributor selling
prices, distributor margins and demand for our potsl Our estimated allowances for price adjustmentiich we offset against accounts
receivable from distributors, were $14.6 milliordeB13.2 million at June 30, 2014 and 2013 , regpadgt

Our accruals for stock rotation are estimated basetistorical returns and individual distributgreement, and stock rotation rights, wt
are recorded as accrued liabilities on our conatgid balance sheets, are contractually capped bashbe terms of each individual distributor
agreement. Our estimated liabilities for stock tiotaat June 30, 2014 and 2013 were both $1.6anilli

Our estimates for these allowances and accrualsmayaccurate. If we subsequently determine thatiowance and accrual based on
our estimates is insufficient, we may be requithtrease the size of our allowances and acandature periods, which would adversely af
our results of operations and financial condition.

We depend on the continuing efforts of our senioamagement team and other key personnel, and if agela member of our senior
management or are unable to successfully retainrgmat and train key personnel, our ability to desg and market our products could be
harmed.

Our success depends upon the continuing serviaeewibers of our senior management team and vagimyiseering and other technical
personnel. In particular, our engineers and otakssand technical personnel are critical to otur&technological and product innovations. Our
industry is characterized by high demand and it@osnpetition for talent and the pool of qualifehdidates is limited. We have entered into
employment agreements with certain senior execsitivet we do not have employment agreements witlt ofaur employees. Many of these
employees could leave our company with little ompnior notice and would be free to work for a cotitpe. If one or more of our senior
executives or other key personnel are unable oillimyvto continue in their present positions, waymot be able to replace them easily or at all
and other senior management may be required totdittention from other aspects of our businesadidition, we do not have “key person” life
insurance policies covering any member of our mamant team or other key personnel. The loss obétfyese individuals or our inability to
attract or retain qualified personnel, includingji@eers and others, could adversely affect ourymbishtroductions, overall business growth
prospects, results of operations and financial itimmd
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If we fail to maintain an effective system of inteal control over financial reporting, we may not keble to accurately report our financie
results or prevent fraud.

Our management may conclude that our internal obater financial reporting is not effective. Moxew, even if our management
concludes that our internal control over financggdorting is effective, our independent registgeblic accounting firm may decline to issue an
opinion as to the effectiveness of our internalta@rover financial reporting, or may issue a rejtbat is qualified or adverse. During the course
of the initial evaluation of internal control oviamancial reporting, we or our independent regetepublic accounting firm may identify control
deficiencies that we may not be able to remedidte o the date of our first assessment of intecoatrol over financial reporting. Our failure
achieve and maintain effective internal controlrdirancial reporting could result in the loss o¥éstor confidence in the reliability of our
financial statements or prevent fraud, which imtoould harm our business and negatively impactréeing price of our shares.

Failure to protect our patents and our other proptary information could harm our business and contjpige position.

Our success depends, in part, on our ability téegtaur intellectual property. We rely on a conalion of patent, copyright (including
mask work protection), trademark and trade seares,|as well as nondisclosure agreements, licagreements and other methods to protec
intellectual property rights, which may not be &iéint to protect our intellectual property. Asdfe 30, 2014 , we owned 420 issued U.S.
patents expiring between 2015 and 2032 and hag@iding patent applications with the United St&atent and Trademark Office. In additi
we own additional patents and have filed patentiegtons in several jurisdictions outside of theéSUincluding China, Taiwan, Japan and Kc

Our patents and patent applications may not pravidaningful protection from our competitors, aneréhis no guarantee that patents will
be issued from our patent applications. The staftasiy patent or patent application involves compdgal and factual determinations and the
breadth of a claim is uncertain. In addition, offios to protect our intellectual property may sotceed due to difficulties and risks associated
with:

« policing any unauthorized use of or misapprdpiaof our intellectual property, which is ofteiffitult and costly and could enable
third parties to benefit from our technologies withpaying us;

» others independently developing similar projiginformation and technigues, gaining authoriaednauthorized access to our
intellectual property rights, disclosing such tealogy or designing around our patents;

« the possibility that any patent or registerediémark owned by us may not be enforceable or mayalidated, circumvented or
otherwise challenged in one or more countries hadights granted thereunder may not provide coithgetdvantages to us;

e uncertainty as to whether patents will be issuech any of our pending or future patent applimasi with the scope of the claims sought
by us, if at all; and

» intellectual property laws and confidentiality protions, which may not adequately protect our lietghal property rights, including, f
example, in China where enforcement of China ietllal property-related laws has historically bieeffective, primarily because of
difficulties in enforcement and low damage awards.

We also rely on customary contractual protectioith wur customers, suppliers, distributors, empésyand consultants, and we
implement security measures to protect our tradeete We cannot assure you that these contrgmtoigctions and security measures will not
be breached, that we will have adequate remediemfosuch breach or that our suppliers, employdisgijbutors or consultants will not assert
rights to intellectual property arising out of sumntracts.

In addition, we have a number of third-party patemd intellectual property license agreements,adehich requires us to make ongoing
royalty payments. In the future, we may need t@iobadditional licenses, renew existing licenseeagrents or otherwise replace existing
technology. We are unable to predict whether thiesase agreements can be obtained or renewee ¢e¢hnology can be replaced on
acceptable terms, or at all.

Intellectual property disputes could result in letity and costly arbitration, litigation or licensingxpenses or prevent us from selling c
products.

As is typical in the semiconductor industry, weoar customers may receive claims of infringemeamtrftime to time or otherwise become
aware of potentially relevant patents or otherliettual property rights held by other parties timaty cover some of our technology, products
and services or those of our end customers. Th&seductor industry is characterized by vigoroustg@etion and pursuit of intellectual prope
rights which has resulted in protracted and experaibitration and litigation for many companieatdnt litigation has increased in recent years
due to increased assertions made
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by intellectual property licensing entities or ngracticing entities and increasing competition andrlap of product functionality in our marke

Any litigation or arbitration regarding patentsather intellectual property could be costly andetioonsuming and could divert our
management and key personnel from our businesatipes. We have in the past and may from timente tin the future become involved in
litigation that requires our management to comigiiicant resources and time. In addition, as paxur strategy to diversify our serviceable
markets, we launched several key product familiestachnologies to enable high efficiency poweneosion solutions and we plan to develop
and commercialize new products in other power senaiactor markets. Our entry into the commercialkatr for high-voltage power
semiconductors and other markets as a result afigarsification strategy may subject us to addiiloand increased risk of disputes or litiga
relating to these products.

Because of the complexity of the technology invdlesd the uncertainty of litigation generally, antellectual property arbitration or
litigation involves significant risks. Any claim afitellectual property infringement against us meguire us to:

« Incur substantial legal and personnel expensesfend the claims or to negotiate for a settleméntaims

e pay substantial damages or settlement to the paitying infringemen

« refrain from further development or sale of ourdurcts

« attempt to develop nanfringing technology, which may be expensive antetconsuming, if possible at

* enter into costly royalty or license agreements ithight not be available on commercially reasonadlms or at al

e cross-license our technology with a competitoretsolve an infringement claim, which could weakanability to compete with that
competitor; and

« indemnify our distributors, end customers, licessaed others from the costs of and damages ohg€ment claims by our distributo
end customers, licensees and others, which cosidtii@ substantial expenses for us and damagbusiness relationships with them.

Any intellectual property claim or litigation couldhrm our business, results of operations, findioiadition and prospects.

Global or regional economic, political and sociabnditions could adversely affect our business angkmting results.

External factors such as potential terrorist atiaekts of war, financial crises, such as the dglobeegional economic recession, or
geopolitical and social turmoil in those partstod vorld that serve as markets for our productédcleave significant adverse effect on our
business and operating results in ways that cgimesently be predicted. Any future economic dowmturrecession in the global economy in
general and, in particular, on the economies imghraiwan and other countries where we markesahaur products, will have an adverse
effect on our results of operations. Recently, wgegienced a significant reduction in the demancdfo products due to the declining PC
markets, particularly from our distributors andtoasers in Taiwan, which have negatively impactedreMenue and profitability.

Our business operations could be significantly haethby natural disasters or global epidemics.

We have research and development facilities locatd@iwan and the Silicon Valley in Northern Catifiia. Historically, these regions
have been vulnerable to natural disasters and aghar;, such as earthquakes, fires and floods, wimigy disrupt the local economy and pose
physical risks to our property. We also have saffises located in Taiwan and Japan where simiddural disasters and other risks may disrupt
the local economy and pose physical risks to oeratpns. We are not currently covered by insuragzenst business disruption caused by
earthquakes. In addition, we currently do not hageindant, multiple site capacity in the event ohtural disaster or other catastrophic ever
the event of such an occurrence, our business veuildr.

Our business could be adversely affected by natlisakters such as epidemics, outbreaks or otladthleisis. An outbreak of avian flu or
H1NL1 flu in the human population, or another simiiaalth crisis, could adversely affect the ecomsnaind financial markets of many countries,
particularly in Asia. Moreover, any related disiiops to transportation or the free movement of gesscould hamper our operations and forc
to close our offices temporarily.

The occurrence of any of the foregoing or otheursdtor man-made disasters could cause damageroption to us, our employees,
operations, distribution channels, markets andoosts, which could result in significant delaysl@liveries
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or substantial shortages of our products and adlyeasfect our business results of operations niona condition or prospects.

Our insurance may not cover all losses, includingskes resulting from business disruption or prodliability claims.

We have limited product liability, business disioptor other business insurance coverage for oeradipns. In addition, we do not have
any business insurance coverage for our operatioosver losses that may be caused by litigatiomatural disasters. Any occurrence of
uncovered loss could harm our business, resuttp@fations, financial condition and prospects.

We may be adversely affected by any disruptionum imformation technology systems.

Our operations are dependent upon our informa&ohrtology systems, which encompass all of our niajeiness functions across offices
internationally. We rely upon such information teology systems to manage and replenish inventomptete and track customer orders,
coordinate sales activities across all of our potgland services, maintain vital data and inforamatperform financial and accounting tasks and
manage and perform various administrative and humsources functions. A substantial disruptionunioformation technology systems for
any extended time period (arising from, for exampjestem capacity limits from unexpected increasesir volume of business, outages or
delays in our service) could result in delays icereing inventory and supplies or filling custoneeders and adversely affect our customer
service and relationships. Our systems might beadech or interrupted by natural or man—-made evertty computer viruses, physical or
electronic break—-ins, cyber attacks and similarugisons affecting the global Internet. There camb assurance that such delays, problems, or
costs will not have a material adverse effect ancash flows, results of operations and finanogaddition.

Our international operations subject our company tisks not faced by companies without internationgperations.

We have adopted a global business model under wieamaintain significant operations and facilitierough our subsidiaries located in
the U.S., China, Taiwan and Hong Kong. Our maieaesh and development center is located in Sili¢altey, and our manufacturing and
supply chain is located in China. We also havessatfices and customers throughout Asia, the Un8.edsewhere in the world. The following
are some of the risks inherent in doing businessminternational level that may not be applicabldomestic companies:

« economic and political instabilit

» costs and delays associated with transportatiohs@mmunication

« coordination of operations through multiple jurigthns and time zone
« fluctuations in foreign currency exchange re

e trade restrictions, changes in laws and reguiatrelating to, amongst other things, import axubet tariffs, taxation, environmental
regulations, land use rights and property; and

« the laws of, including tax laws, and the policiéshe U.S. toward, countries in which we opel

We are subject to the risk of increased income we@d changes in existing tax rules.

We conduct our business in multiple jurisdicticingjuding Hong Kong, Macau, the U.S., China, Taing@auth Korea and Japan. Any of
these jurisdictions may assert that we have unpaieks. Our effective tax rates have fluctuatediaamtly in recent years. Our effective tax rate
was (887.5)% , (254.2)% and 21.7% for the fiscalrgeended June 30, 2014 , 2013 and 2012 , resplgcthny tax rate changes in the tax
jurisdictions in which we operate could result djustments to our deferred tax assets, if applgabhich would affect our effective tax rate ¢
results of operations. We base our tax positiomupe anticipated nature and conduct of our busiaad upon our understanding of the tax |
of the various countries in which we have asset®oduct activities. However, our tax positiontbject to review and possible challenge by
authorities and to possible changes in law, whiely have a retroactive effect. In particular, vasipuoposals over the years have been made to
change certain U.S. tax laws relating to foreigtities with U.S. connections. In addition, the UgBvernment has proposed various other
changes to the U.S. international tax system, iceofavhich could adversely impact foreign-basedtmational corporate groups, and increased
enforcement of U.S. international tax laws. Itdsgible that these or other changes in the U.Sates or proposed actions by international
bodies such as the Organization of Economic Codiperand Development (OECD) could significantlyriease our U.S. or foreign income tax
liability in the future.
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In addition, our subsidiaries provide products sad/ices to, and may from time to time undertak&gesignificant transactions with, us
and other subsidiaries in different jurisdictioée have adopted transfer pricing arrangementsdosactions among our subsidiaries. Related
party transactions are generally subject to cles@w by tax authorities, including requiremeniatttnansactions be priced at arm's length ar
adequately documented. If any tax authorities wapeessful in challenging our transfer pricing gek or other tax judgments, our income tax
expense may be adversely affected and we coulalsabject to interest and penalty charges whigp marm our business, financial condition
and operating results.

The imposition of U.S. corporate income tax on oBermuda parent and non-U.S. subsidiaries could axbedy affect our results of
operations.

We believe that our Bermuda parent and non-U.Ssidislties each operate in a manner that they woadde subject to U.S. corporate
income tax because they are not engaged in adrduigsiness in the United States. Nevertheleses tha risk that the U.S. Internal Revenue
Service may successfully assert that our Bermudenpand non-U.S. subsidiaries are engaged irda abusiness in the United States. If our
Bermuda parent and non-U.S. subsidiaries were cteized as being so engaged, we would be sulgjésiS. tax at regular corporate rates on
our income that is effectively connected with Ur8de or business, plus an additional 30% “bramofitp” tax on the dividend equivalent
amount, which is generally effectively connectetbime with certain adjustments, deemed withdrawm filoe United States. Any such tax co
materially and adversely affect our results of afiens.

We may be classified as a passive foreign investraempany, which could result in adverse U.S. fealéncome tax consequences for U.S.
holders.

Based on the current and anticipated valuatioruofgsets and the composition of our income aretgsse do not expect to be conside
a passive foreign investment company, or PFICUE&. federal income tax purposes for the foresedaitlire. However, we must make a
separate determination for each taxable year abéther we are a PFIC after the close of each texedar and we cannot assure you that we
will not be a PFIC for our 2014 taxable year or &utyre taxable year. Under current law, a non-ddsporation will be considered a PFIC for
any taxable year if either (1) at least 75% ofjitsss income is passive income or (2) at least 8Df#te value of its assets, generally based on an
average of the quarterly values of the assets glariaxable year, is attributable to assets thatuyme or are held for the production of passive
income. PFIC status depends on the compositionohssets and income and the value of our aseelsding, among others, a pro rata portion
of the income and assets of each subsidiary intwilvi own, directly or indirectly, at least 25% tglue of the subsidiary's equity interests, from
time to time. Because we currently hold and expecbntinue to hold a substantial amount of castesh equivalents, and because the
calculation of the value of our assets may be baspdrt on the value of our common shares, whiely ftuctuate considerably given that mal
prices of technology companies historically oftawdibeen volatile, we may be a PFIC for any taxpéde. If we were treated as a PFIC for any
taxable year during which a U.S. holder held comistmares, certain adverse U.S. federal income tazerpuences could apply for such U.S.
holder.

Risks Related to Our Industr

The average selling prices of products in our markéave historically decreased rapidly and willdily do so in the future, which could harm
our revenue and gross margins.

As is typical in the semiconductor industry, thege selling price of a particular product hatohisally declined significantly over the
life of the product. In the past, we have redutedaverage selling prices of our products in goditton of future competitive pricing pressures,
new product introductions by us or our competitord other factors. We expect that we will haverdlarly reduce prices in the future for olc
generations of products. Reductions in our avesatiang prices to one customer could also impactaerage selling prices to all customers. A
decline in average selling prices would harm oosgmargins for a particular product. If not offsgtsales of other products with higher gross
margins, our overall gross margins may be advewdégted. Our business, results of operationanfital condition and prospects will suffer if
we are unable to offset any reductions in our ayeegelling prices by increasing our sales volumeshycing our costs and developing new or
enhanced products on a timely basis, with highkingeprices or gross margins.

We may be adversely affected by the cyclicalityhef semiconductor industry.

Our industry is highly cyclical and is characted4®/ constant and rapid technological change sat¢heaintroduction of smartphones and
tablets that contributed to the decline in the P&Zket, product obsolescence and price erosionyiexpl
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standards, uncertain product life cycles and widetdations in product supply and demand. The itrigidgas, from time to time, experienced
significant and sometimes prolonged, downturns,ateh connected with or in anticipation of, matgriproduct cycles and declines in general
economic conditions. These downturns have beeracteized by diminished product demand, produaticercapacity, high inventory levels
and accelerated erosion of average selling priseg future downturns, in particular the PC marketsy reduce our revenue and result in us
having excess inventory. By contrast, any upturthésemiconductor industry could result in incegbsompetition for access to limited third-
party foundry and packaging and testing capacibjickvcould prevent us from benefiting from suchugturn or reduce our profit margins.

Changes in industry standards, technology, customegjuirements and government regulation could lingitir ability to sell our products.

The semiconductor industry is characterized by glmgndemand for new and advanced functions, losigdeand sales cycles, rapid
product obsolescence and price erosion, intens@etition, evolving industry standards and wide tilliations in product supply and demand.
Changes in industry standards, or the developnferew industry standards, or, when applicable, gawent approval or disapproval of
industry standards may make our products obsotategate the cost advantages we believe we hauer iproducts. We may be required to
invest significant effort and to incur significagtpense to redesign our products in order to addedsvant standards, technological
developments, customer requirements or regulabahsay not have the financial resources to respotitese changes effectively or in a tin
manner. Any inability to meet these standards, le¢guns and requirements could harm our businessilts of operations, financial condition
and prospects.

Risks Related to Doing Business in Chi

China's economic, political and social conditionas well as government policies, could affect oursiness and growth.

Our financial results have been, and are expeotedritinue to be, affected by the economy in Ch#hslowdown of economic growth in
China or other adverse developments could harnbasiness, results of operations, financial condiind prospects.

The China economy differs from the economies oftrdeseloped countries in many respects, including:

< higher level of government involveme

» early stage of development of a marksented econom
e rapid growth rate

« higher level of control over foreign currency exabea; an

* less efficient allocation of resourc

The Chinese economy has been transitioning frofaranpd economy to a more market-oriented econorttigogh in recent years the
China government has implemented measures empiadia utilization of market forces for economiforen, the reduction of state ownership
of productive assets and the establishment of catpgovernance in business enterprises, the @owernment continues to retain significant
control over the business and productive assethina. Any changes in China's government polic€lina's political, economic and social
conditions, or in relevant laws and regulationsy mdversely affect our current or future businessuylts of operation or financial condition.
These changes in government policy may be impleadethtrough various means, including changes in lvasregulations, implementation of
anti-inflationary measures, changes in the taxoataxation system and the imposition of additioratrictions on currency conversion and
imports. Furthermore, given China's largely exmiten economy, any changes in the economies dttiea's principal trading partners and
other export-oriented nations may adversely affectbusiness, results of operations, financial @@mdand prospects.

Our ability to successfully expand our businessagens in China depends on a number of factocdyéing macroeconomic and other
market conditions, and credit availability from diémg institutions. In response to the recent gla@val Chinese economic recession, the China
government has promulgated several measures aineeganding credit and stimulating economic gromife cannot assure you that the var
macroeconomic measures, monetary policies and egorstimulus package adopted by the China goverhioeguide economic growth will be
effective in maintaining or sustaining the growditerof the Chinese economy. If measures adoptédeb@hina government fail to achieve
further growth in the Chinese economy, it may agelgraffect our growth, business strategies andabipg results. In addition, changes in
political and social conditions of China may adedysaffect our ability to conduct our businessha tegion. For
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example, geopolitical disputes and increased tasdietween China and its neighboring countrieshirthvwe conduct business could make it
more difficult for us coordinate and manage ouerinational operations in such countries.

Changes in China's laws, legal protections or gomerent policies on foreign investment in China magtm our business.

Our business and corporate transactions are subj&ots and regulations applicable to foreign 8teent in China as well as laws and
regulations applicable to foreign-invested entegsi These laws and regulations frequently chamgktheir interpretation and enforcement
involves uncertainties that could limit the legabections available to us. Regulations and rutefoceign investments in China impose
restrictions on the means that a foreign invedterus may apply to facilitate corporate transartiove may undertake. In addition, the Chinese
legal system is based in part on government pslaiel internal rules, some of which are not pubtishn a timely basis or at all, that may ha
retroactive effect. As a result we may not be avedireur violation of these policies and rules uatime time after the violation. If any of our
operations are deemed to be non-compliant with &@aw, we may be subject to penalties and ounéssand operations may be adversely
affected. For instance, under the catalogue foGhielance of Foreign Investment Industries, sordestries are categorized as sectors whicl
encouraged, restricted or prohibited for foreigrestment. As the catalogue for the Guidance ofiforevestment Industries is updated every
few years, there can be no assurance that the @birmnment will not change its policies in a marthat would render part or all of our
business to fall within the restricted or prohiitsategories. If we cannot obtain approval frorevaht authorities to engage in businesses which
become prohibited or restricted for foreign investeve may be forced to sell or restructure a lassinvhich has become restricted or prohibited
for foreign investment. Furthermore, the China goweent has broad discretion in dealing with viaa$ of laws and regulations, including
levying fines, revoking business and other licerss@srequiring actions necessary for complianceahticular, licenses and permits issued or
granted to us by relevant governmental bodies neargtoked at a later time by higher regulatory bsdif we are forced to adjust our corporate
structure or business as a result of changes iargment policy on foreign investment or changehéinterpretation and application of existing
or new laws, our business, financial conditionutssof operations and prospects may be harmededder, uncertainties in the Chinese legal
system may impede our ability to enforce contragts our business partners, customers and supptiertherwise pursue claims in litigation to
recover damages or loss of property, which couletesbly affect our business and operations.

Limitations on our ability to transfer funds to ou€hina subsidiaries could adversely affect our afyilto expand our operations, mal
investments that could benefit our businesses attteowise fund and conduct our business.

The transfer of funds from us to our China subsiéin either as a shareholder loan or as an ineiaaggistered capital, is subject to
registration with or approval by the China's goveental authorities, including the State Administnatof Foreign Exchange, or SAFE, or the
relevant examination and approval authority. Olns@iaries may also experience difficulties in certvng our capital contributions made in
foreign currencies into RMB due to changes in then&'s foreign exchange control policies. Therefdnmay be difficult to change capital
expenditure plans once the relevant funds have teeitted from us to our China subsidiaries. THes#ations and the difficulties our China
subsidiaries may experience on the free flow oflfubetween us and our China subsidiaries couldatestir ability to act in response to
changing market situations in a timely manner.

China's currency exchange control and governmenstactions on investment repatriation may impactoability to transfer funds outside
of China.

A significant portion of our business is condudre€hina where the currency is the Renminbi. Regna in China permit foreign owned
entities to freely convert the Renminbi into foreicurrency for transactions that fall under therfent account,” which includes trade related
receipts and payments, interest and dividends. iiaegly, our Chinese subsidiaries may use Renmmpurchase foreign exchange for
settlement of such “current account” transactioithaut pre-approval. However, pursuant to appliealbgulations, foreigrinvested enterprises
in China may pay dividends only out of their acclated profits, if any, determined in accordancenv@hinese accounting standards and
regulations. In calculating accumulated profitsefgn investment enterprises in China are requediocate at least 10% of their accumulated
profits each year, if any, to fund certain resdurels, including mandated employee benefits fundkgss these reserves have reached 50% of
the registered capital of the enterprises.

Other transactions that involve conversion of Renininto foreign currency are classified as “cdpiscount” transactions; examples of
“capital account” transactions include repatriasiaf investment by or loans to foreign owners,icea equity investments in a foreign entity by
a China domiciled entity. “Capital accournitansactions require prior approval from Chinas&Administration of Foreign Exchange (SAFE
its provincial branch to convert a remittance iatforeign currency, such as U.S. dollars, and trétrthe foreign currency outside of China.
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As a result of these and other restrictions uné®€ Raws and regulations, our China subsidiariesesgicted in their ability to transfer a
portion of their net assets to the parent; suctiicesd portion amounted to approximately $85.6ioml, or 30.3% of our total consolidated net
assets as of June 30, 2014 . We have no assulaithd relevant Chinese governmental authoritigélse future will not limit further or
eliminate the ability of our China subsidiarieptachase foreign currencies and transfer such ftonds to meet our liquidity or other business
needs. Any inability to access funds in Chinanid ashen needed for use by the Company outside iofaCbould have a material and adverse
effect on our liquidity and our business.

Our result of operations may be negatively impactadfluctuations in foreign currency exchange ratégtween U.S. dollars and Chinese
Yuan, or RMB.

While U.S. dollars is our main functional currerayd our revenue and a significant portion of oweraping expenses are denominated in
U.S. dollars, we are required to maintain locatencies, primarily the RMB, in our cash balancesdnnection with the funding of our oversea
operations. As a result, our costs and operaxpgnses may be exposed to adverse movementeigrfaurrency exchange rates between the
U.S. dollars and RMB. We also do not utilize aimafcial instruments to hedge or reduce poterdisdds due to the fluctuation of foreign
currency exchange rates. In general, any appietiaf U.S. dollars against a weaker RMB could ihe value of our cash and cash
equivalent balance, which could increase our opeya@xpenses and negatively affect our cash floagme and profitability. The value of RN
against the U.S. dollars may fluctuate and is &by many factors outside of our control, inchgdchanges in political and economic
conditions, implementation of new monetary polidigshe Chinese government and changes in ban&mations, and there is no guarantee
that we will be able to mitigate or recoup any &ssdue to a significant fluctuation in the U.Slalas/RMB exchange rates.

Controversies affecting China's trade with the Uai States could harm our business.

While China has been granted permanent most favatdn trade status in the United States throtgyéritry into the World Trade
Organization, controversies between the UnitedeStanhd China may arise that threaten the tradlagaeship between the two countries. At
various times during recent years, the United Statel China have had disagreements over politicheaonomic issues. In addition,
disagreements between the United States and Clitinaespect to their political, military or econanpolicies toward Taiwan may contribute to
further controversies. These controversies ane tiactions could have a material adverse effeav@nbusiness by, among other things, making
it more difficult for us to coordinate our operat®between the United States and China or causieduetion in the demand for our products by
customers in the United States or China.

Relations between Taiwan and China could negativaffect our business, financial condition and opeiag results and, therefore, the mark
value of our common shares.

Taiwan has a unique international political sta€isina does not recognize the sovereignty of Taivdthough significant economic and
cultural relations have been established duringmegears between Taiwan and China, relations btiga been strained. A substantial number
of our key customers and some of our essentiad sald engineering personnel are located in Taiaathwe have a large number of operational
personnel and employees located in China. Thergiactors affecting military, political or econonmelationship between China and Taiwan
could have an adverse effect on our business,diabcondition and operating results.

Risks Related to Our Corporate Structure and Ourr@mon Shares

Our share price may be volatile and you may be uleato sell your shares at or above the purchaseeriif at all.

Limited trading volumes and liquidity of our commshares on The NASDAQ Global Market may limit thdity of shareholders to
purchase or sell our common shares in the amoudtatthe times they wish. In addition, the finahmarkets in the United States and other
countries have experienced significant price aridnae fluctuations, and market prices of technologmpanies have been and continue to be
extremely volatile. The trading price of our comnabrares on The NASDAQ Global Market ranged frorova df $6.83 to high of $17.91 from
the commencement of the public trading of our comistrares on April 29, 2010, to July 31, 2014 andhfa low of $6.83 to high of $9.30 from
July 1, 2013 to June 30, 2014. Volatility in thécprof our shares may be caused by factors outsideontrol and may be unrelated or
disproportionate to our operating results.

The market price for our common shares may be il®ktd subject to wide fluctuations in respons&atdors, including:
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« actual or anticipated fluctuations in our operatiegults

* general economic, industry, regional and globatket conditions, including the economic condgiaf specific market segments for
our products, including the PC markets;

« our failure to meet analysts' expectations, ineclgdixpectation regarding our revenue, gross manyihoperating expens

« changes in financial estimates and outlook by $gesiresearch analys

e our ability to increase our gross mar:

e announcements by us or our competitors of new mtsgdacquisitions, strategic partnerships, joimtuees or capital commitmer

« announcements of technological or competitive dgprakents

« announcement of acquisition and major corporatestetions

« regulatory developments in our target markets #ffgais, our customers or our competit

* our ability to enter into new market segmengsngnarket share, diversify our customer base andessfully secure manufacturing
capacity;

« announcements regarding intellectual property déspar litigation involving us or our competitc

« changes in the estimation of the future size andtr rate of our marke!

e additions or departures of key persor

« announcement of sales of our securities by us aubynajor shareholde

« general economic or political conditions in Chiaag

« other factor:

In the past, securities class action litigation dfsn been brought against a company followingogksrof volatility in such company's
share price. This type of litigation could resaolsubstantial costs and divert our managemen#stain and resources which could negatively
impact our business and financial conditions.

If securities or industry analysts do not publiskesearch or reports about our business, or if thejvarsely change their recommendatio
regarding our common shares or if our operating dts do not meet their expectations, the tradingger of our common shares could declit

The market price of our common shares is influermethe research and reports that industry or geesianalysts publish about us or our
business. There is no guarantee that these analjistsmiderstand our business and results, orttieit reports will be accurate or correctly
predict our operating results or prospects. If onmore of these analysts cease coverage of oupamyror fail to publish reports on us regule
we could lose visibility in the financial marketghich in turn could cause the market price of @mmmon shares or its trading volume to dec
Moreover, if one or more of the analysts who caxarcompany downgrade our common shares or if parating results or prospects do not
meet their expectations, the market price of omnmmon shares could decline significantly.

Anti-takeover provisions in our bye-laws could make aequisition of us more difficult and may preventtampts by our shareholders to
replace or remove our current management.

Certain provisions in our bye-laws may delay owpre an acquisition of us or a change in our mamege. In addition, by making it more
difficult for shareholders to replace members aflooard of directors, these provisions also magtfaie or prevent any attempts by our
shareholders to replace or remove our current neameagt because our board of directors is resporfgibkgppointing the members of our
management team. These provisions include:

« the ability of our board of directors to detemmithe rights, preferences and privileges of oefgpred shares and to issue the preferred
shares without shareholder approval;

e advance notice requirements for election totmard of directors and for proposing matters thattwe acted upon at shareholder
meetings; and

« the requirement to remove directors by a regmiytassed by at least two-thirds of the votes lpashe shareholders having a right to
attend and vote at the shareholder meeting.
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These provisions could make it more difficult fathird-party to acquire us, even if the third-partyffer may be considered beneficial by
many shareholders. As a result, shareholders mégntted in their ability to obtain a premium fdweir shares.

Insiders have substantial control over us, whichutd adversely affect the market price of our shar

Our Chief Executive Officer, certain members of management and directors, beneficially ownedhénaggregate, approximately 209
our outstanding common shares as of June 30, 2844 result, these shareholders will be able &tesignificant control over all matters
requiring shareholder approval, including the étecof directors and approval of significant corgertransactions, such as a merger,
consolidation, takeover or other business comhondtivolving us. This concentration of ownershipyraso discourage, delay or prevent a
change in control of our company, which could depour shareholders of an opportunity to receipeeanium for their shares as part of a sale
of our company and may reduce the trading priceuofshares. Furthermore, the interests of thesgeirsscould conflict with the interests of our
other shareholders and, accordingly, any of them tiadee actions that favor their own interests ahéctv may not be in the best interests of our
other shareholders. These actions may be takenifetiey are opposed by our other shareholders.
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Iltem 1B.

None.

Unresolved Staff Comments
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Iltem 2. Properties

As of July 31, 2014 , our primary U.S. facility, wh houses our research and design function, dsawelements of marketing and
administration, is located in Sunnyvale, Califoriiée conduct our manufacturing, research and dpusdat, sales and marketing and
administration in Asia and North America. We leagroperties used in our business except thenfakeication facility in Oregon acquired in
January 2012. The following table sets forth theatmn, size and primary use of our properties:

Location Square Footage Primary Use
475 Oakmead Parkway Research and development, marketing, sales and
Sunnyvale, California, USA 94085 57,00( administration

3131 Northeast Brookwood Parkway
Hillsboro, Oregon, USA 97124 245,00( Wafer fabrication facility

Unit 701 Tesbury Centre, 28 Queen's
Road East, Wanchai, Hong Kong 1,18¢ Sales and distribution

Room 68, 27 Andar Centro
Comercial Praia Grande no.
429 Avenida da Praia Grande, Macau 81 Manufacturing support

Building 5/8/9, No. 91, Lane 109, Rongkang
Road, Songjiang District, Shanghai,
China 201614 225,08: Packaging and testing, manufacturing support

Building B1, Dongkai Industrial Park,
Songjiang Export Process Zone, Area B, Songjiang,
Shanghai, China 201614 229,25( Packaging and testing, manufacturing support

Room 1002-1005, Building 1

Jiali BuYeCheng

No. 218 Tianmu W. Road

Zhabei District, Shanghai, China 200070 6,00( Marketing and field application engineering support

East 10F., Matshunichi Building,

N0.9996 Shennan Blvd,

Shenzhen High-tech Park,

Nanshan District, Shenzhen, China 518057 7,097 Marketing and field application engineering soipp

9F, No.292, Yangguang St., Neihu
Dist., Taipei City 11491, Taiwan Marketing and field application engineering support
R.O.C. 17,64 research and development

7F, Unit 3 & 5, N0.32, Gaotie 2nd Rd.,
Zhubei City, Hsinchu County 30274, Taiwan
R.O.C. 6,83¢ Research and development

10th Floor, Bandi Building, Bongeunsa-ro 114,
Gangnam-gu, Seoul,
Korea, 135-907 2,50( Marketing and field application engineering support

10F, Koujimachi Sunrise Building,
Koujimachi 2-2-31, Chiyoda-ku,
Tokyo, Japan 102-0083 884 Marketing and field application engineering support

We believe that our current facilities are adeqaaie that additional space will be available on carcially reasonable terms for the
foreseeable future.
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Item 3. Legal Proceeding

We are currently not a party to any material lggaceedings. We have in the past, and may from tiintiene in the future, become
involved in legal proceedings arising from the naheourse of business activities. The semicondustlustry is characterized by frequent
claims and litigation, including claims regardingtent and other intellectual property rights ad aglimproper hiring practices. Irrespective of
the validity of such claims, we could incur sigoént costs in the defense thereof or could suffeerse effects on our operations.

Item 4. Mine Safety Disclosures

Not Applicable.
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PART II

Item 5. Market for Registrant's Common Equity, Related Sto&holder Matters and Issuer Purchases of Equity Segities
Market Price of Our Common Share

Our common shares have traded on the NASDAQ GIdlaaket since April 29, 2010 under the symbol AOShe following table sets
forth, for the periods indicated, the high and kates prices of our common share as reported bIMASDAQ Global Market.

2013 High Low
First Fiscal Quarter : July 1, 2012 - September 30, 2012 $ 10.3¢  $ 7.02
Second Fiscal Quarter: October 1, 2012 - Dece®bge?012 $ 8.9¢ % 7.5C
Third Fiscal Quarter: January 1, 2013 - March 31, 2013 $ 9.3C $ 8.0¢€
Fourth Fiscal Quarter: April 1, 2013 - June 30120 $ 9.1¢ % 7.1C

2014
First Fiscal Quarter : July 1, 2013 - September 30, 2013 $ 874 % 7.0¢
Second Fiscal Quarter: October 1, 2013 - Dece®be?013 $ 83¢ $ 7.14
Third Fiscal Quarter: January 1, 2014 - March 31, 2014 $ 7.9 % 6.8%
Fourth Fiscal Quarter: April 1, 2014 - June 301420 $ 9.3C $ 7.0¢€

Holders of Our Common Share

As of July 31, 2014 , there were approximately dgistered shareholders, not including those shraalglsin street or nominee name.

Dividend Policy

We have never declared or paid cash dividends ooa@umon shares. We currently intend to retaimedlilable funds and any future
earnings for use in the operation of our businesisd® not anticipate paying any dividends on oummmn share in the foreseeable future. Any
future determination to declare dividends will bade at the discretion of our board of directorsaitiddepend on our financial condition,
operating results, capital requirements, genersiness conditions and other factors that our bohdirectors may deem relevant.

Securities Authorized for Issuance Under Equity Cpamsation Plans

See Item 12 of Part lll of this report regardinfpimation about securities authorized for issuanuger our equity compensation plans.
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Share Performance Grap

The following graph compares the total cumulatiwarsholder return on our common shares with tha ¢totmulative return of the
NASDAQ Composite Index and the Philadelphia Sendcator Index for the period from April 29, 20104ttlate our common she
commenced trading on the NASDAQ Global Market) tigto June 30, 2014 , the end of our last fiscal.yHae graph assumes an investment of
$100 on April 29, 2010 and the reinvestment of dimydends for NASDAQ Composite Index and Philad@pBemiconductor Index.

The comparisons in the graph below are requireth®ySEC and are not intended to forecast or beatide of possible future performar
of our common shares.
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The above Stock Performance Graph and related riméition shéll not be deemed “soliciting material” tw be “filed” with the Securities
and Exchange Commission, nor shall such informati@icorporated by reference into any future §limder the Securities Act of 1933 or
Securities Exchange Act of 1934, each as amengeeptto the extent that the Company specificattpiiporates it by reference into such fili

Purchases of Equity Securities by the Issuer and Afiated Purchasers

On May 8, 2014, our Board of Directors approvedetactivate the share repurchase program which vigisally authorized on
October 22, 2010 for a total amount of $25.0 millidhe Board authorized management to repurchab@cds to oversight by the Board, our
common shares up to the remaining balance of thgrgm, or $22.7 million. The repurchases may beenfiain the open market or thr ough
negotiated block transactions and to date repueshlagve been made pursuant to a pre-establish&dl1®ading plan. Such 10b5-1 trading plan
was expired in August 2014 and the Board intends\i@ew conditions from time to time to determinbether it is appropriate to implement a
new 10b5-1 trading plan or to conduct repurchaseégiuthe program outside of a 10b5-1 trading plée. amount and timing of any purchases
will depend on a number of factors, including bot limited to the price and availability of our comon shares, trading volume of our common
shares, applicable regulatory requirements, ounbas and financial conditions and general mankeirenment, and there is no guarantee that
any repurchases will be made or that such repueshasy enhance the value of our shares. Sharesheged are accounted for as treasury
shares and the total cost of shares repurchaseddsled as a reduction to shareholders' equity fdllowing table sets for the share repurchi
under this program during the fiscal quarter entlete 30, 2014.

Total Number of Shares

Purchased as Part of Publi Maximum Dollar Value of Shares
Total Number of  Average Price Announced Plans or that May Be Purchased Under the
Period Shares Purchased Paid per Share Programs Plans or Programs
May 14, 2014 to May 28,
2014 119,59: $ 7.6€ 119,59 $ 21,813,00
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Item 6. Selected Financial Data

We have derived the selected consolidated statsménperations data for the fiscal years endeéd 30n 2014 , 2013 and 2012 and
selected consolidated balance sheet data as oB0u2014 and 2013 from our audited consolidateahitial statements and related notes
included elsewhere in this report. We have derthedselected consolidated statements of operatiatasfor the fiscal years endéane 30, 201
and 2010 and selected consolidated balance steetsane 30, 2012 , 2011 and 2010 from consolid@tancial statements not included in this
report. The information set forth below is not reszily indicative of results of future operatioasd should be read in conjunction with Item 7,
“Management's Discussion and Analysis of Finan€hdition and Results of Operations” in this AnnRaport on Form 10-K.

Year Ended June 30,
2014 2013 2012 2011 (1)(2) 2010
(in thousands, except per share data)

Consolidated Statements of Operations:

Revenue $318,12:  $337,43t $342,29. $ 361,30¢ $301,84(
Cost of goods sold 259,05( 272,85: 259,12t 256,08 221,64!
Gross profit 59,07: 64,58¢ 83,16 105,22: 80,19:
Operating expenses:
Research and development 24,40¢ 27,83 30,63( 29,47( 20,94:
Selling, general and administrative 34,85t 35,47 35,80( 37,93: 26,32:
Impairment of long-lived assets — 2,557 — — —
Total operating expenses 59,26 65,86: 66,43( 67,407 47,26¢
Operating income (loss) (193 (1,27¢) 16,73t 37,81« 32,92!
Interest income 124 7€ 10E 28C 3¢
Interest expense (26€) (372) (342) (269) (189)
Income on equity investment in APM — — — 1,76¢ 6,54¢
Gain on equity interest in APM — — — 837 —
Income (loss) before income taxes (335 (1,579 16,49¢ 40,43¢ 39,32:
Income tax expense 2,97 4,001 3,581 2,60¢ 1,495
Net income (loss) $ (3,30 $ (5,67 $ 12917 $ 37,827 $ 37,82
Less 8% non-cumulative dividends on
convertible preferred shares — — — — (3,457
Net income (loss) attributable to common sharehsle®asic $ (3,30 $ (5,57 $ 12917 $ 37,827 $ 34,37
Adjustment to net income (loss) for dilutive setigs — — — — 3,45:

Net income (loss) attributable to common sharehsld®iluted $ (3309 $ (b57H) ¢$ 12917 ¢ 37,827 $ 37,82
Net income (loss) per share attributable to comsi@reholders
Basic $ (019 $ (022 $ 052 % 161 $ 3.2¢
Diluted $ (019 $ (0279 $ 05 % 151 $ 1.7¢

Weighted average number of shares used in compugingncome
(loss) per share attributable to common sharehslder

Basic 25,95; 25,34¢ 24,65¢ 23,49t 10,59:
Diluted 25,95; 25,34¢ 25,60¢ 24,98¢ 21,19:
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Year Ended June 30,
2014 2013 2012 2011 (1)(2) 2010
(in thousands)

Consolidated Balance Sheet Data:

Cash and cash equivalents $ 117,78 % 92,40¢ $ 82,16¢ $ 86,70¢ $ 119,00:
Working Capital $ 154,160 $ 152,36 $ 129,86 $ 118,36t $ 117,18
Total assets $ 364,34t $ 356,32 $ 366,15 $ 347,43t $ 258,65¢
Bank borrowings - long term $ — $ 13577 $ 16,42¢ $ —  $ =
Capital leases - long term $ 1,008 % 198 ¢ 1,08 % 13C % 43€
Total shareholders' equity $ 283,038 $ 28145 $ 279,390 $ 260,25( $ 189,44t

(1) We held a 40.3% equity interest in APM at June281,0. We made an additional equity investment a8 $dillion in APM in October
2010 and held a 43% equity interest in APM immesdyaprior to the APM acquisition. The investmentsreccounted for under the equity
method of accounting. On December 3, 2010, we aedjaill of the outstanding shares of APM and APdperating results were included
in our consolidated financial statements sincedtite of the acquisition.

(2)  Upon the completion of the APM acquisition in fisgaar 2011, we performed a review and assessnfi¢ine aiseful lives of certain of our
property and equipment. As a result of our reviee revised the estimated useful life of the relateshufacturing machinery and
equipment from 5 years to 8 years beginning Decermp2010 on a prospective basis. The effect afdlscounting change was to decr
depreciation expense related to cost of goodsksofb.1 million, increase net income by approxirya$3.9 million, net of a tax effect of
$1.2 million, and increase basic net income pereshg approximately $0.17 and increase dilutedneetme per share by approximately
$0.16 for fiscal year 2011.

Conversion from International Financial Reporting tandards ("IFRS") to U.S. GAAP

We formerly prepared our consolidated financialesteents under IFRS and filed our IFRS financiakesteents for the fiscal year ended
June 30, 2010 in our annual report on Form 20-FsurRunt to SEC requirements, we assessed our ovimetalcture as of December 31, 2010
and determined that we no longer qualified as eidorprivate issuer under applicable SEC rulesa Assult, beginning July 1, 2011, we were
required to report our consolidated financial stagts under U.S. GAAP and file our annual repofform 10-K, as well as to comply with
additional SEC reporting obligations as a domassiger. Accordingly, we have converted our consddid financial statements under IFRS to
U.S. GAAP. A summary of significant relevant di#éaces of individual items in the financial statetsdretween IFRS and U.S. GAAP and tl
impact to the above historical consolidated finahdata for the years ended June 30, 2011 andi2@i@lined below:

Inventory reserve

We record inventories at the lower-of-cost-or-matkeder both U.S. GAAP and IFRS. Under U.S. GAARirige-down of inventory to th
lower-of-cost-or-market creates a new cost basisshbsequently cannot be reversed based on chiangesumstances. Under IFRS, when
circumstances that previously caused the invetoite down no longer exist or when there is cleadence of an increase in net realizable
value, the amount of the write-down is reversechdteugh the associated inventories have not baldnBhe impact to the statement of income
(loss) due to the difference between U.S. GAAPI&RE was to increase inventory reserves for thaafigear ended June 30, 2010 by $100,

Share-based compensation expense

Under U.S. GAAP, prior to July 1, 2006, we accodrfte options granted to employees using the isitinalue method as prescribed in
Accounting Principles Board (“APB”) Opinion No. 2% ccounting for Stock Issued to Employees". Unttier intrinsic value method, deferred
compensation expense is recorded on the date wof ifjthe fair value of the underlying share excette exercise price, and expense is
recognized on a straighitte basis over the vesting period of the grantegally five years. Effective on July 1, 2006, vampted ASC Topic 71
(formerly SFAS No. 123R), “Share-Based Paymenthgshe prospective transition method to accounofiions granted to employees. Under
the prospective method, new awards (or awards imeddifepurchased, or canceled after the effectiwe)dare accounted for under the provision
of ASC Topic 718, which requires the measuremedtranognition of compensation expense for all shased awards made to employees and
directors based on estimated fair values of thedsv&Ve amortize the fair value of options or egaitvards using the graded vesting attribution
method over the respective vesting period whideiserally over five years.
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Under IFRS, we accounted for share-based compensatpense for all share-based awards made to gegd@nd directors based on the
estimated fair values of the awards effective aruday 1, 2005. The fair value of options or egaiyards is amortized using the graded vesting
attribution method over the respective vestingquewhich is generally over five years.

The increase in share-based compensation expengtedefrom the accounting for the different tréiosi dates between U.S. GAAP and
IFRS and the application of APB 25 for the fiscahy ended June 30, 2010 was $115,000.

Investment in AP

We have made various investments in APM since ARidaption in July 2004. Prior to our acquisitidnA®®M in December 2010, the
investment was accounted for under the equity ntetfi@ccounting under both IFRS and U.S. GAAP. @ienges in income on equity
investment in APM resulted from the difference begw U.S. GAAP and IFRS for the fiscal year endest B0, 2010 was $251,000.
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Item 7. Management's Discussion and Analysis of Financial@dition and Results of Operation

You should read the following discussion of tharfgial condition and results of our operations ongunction with our consolidated
financial statements and the notes to those stattnmecluded elsewhere in this annual report. Camsolidated financial statements contait
in this annual report are prepared in accordanceéhwi.S. GAAP.

Overview

We are a designer, developer and global suppliartwbad portfolio of power semiconductors. Outtfatio of power semiconductors
includes over 1,400 products, and has grown siganfly with the introduction of over 150 new protfuduring the fiscal year 2014 , and over
195 and 240 new products in the fiscal years 20132812 , respectively. Our teams of scientistseargineers have developed extensive
intellectual properties and technical knowledgé gmcompass major aspects of power semiconduetbish we believe it enables us to
introduce and develop innovative products to addties increasingly complex power requirements ghaded electronics. We have an
extensive patent portfolio that consists of apprately 420 patents and 213 patent applicationsarnited States as of June 30, 2014 . We
differentiate ourselves by integrating our expertistechnology, design and advanced manufactargpackaging to optimize product
performance and cost. Our portfolio of productge#s high-volume applications, including persomahputers, flat panel TVs, LED lighting,
smart phones, battery packs, consumer and industoi@r controls and power supplies for TVs, conepsitservers and telecommunications
equipment.

During the fiscal year ended June 30, 2004 continued our diversification program by deypéhg new silicon and packaging platform
expand our serviceable available market, or SAMdfet higher performance products. Our metal-oxsdmiconductor field-effect transistors,
or MOSFET, portfolio expanded significantly acraskull range of voltage applications. For examfide the power discrete products, in the
September quarter of 2013, we released seven re@ugs in our 600V AlphalGBT portfolio with highfefiency Insulated Gate Bipolar
Transistor (IGBT) solutions ranging from 20A to 6@Athe TO247 package. These new products arebteiitar a wide variety of applications
including household appliances, commercial HVACays, photovoltaic inverters, and industrial equeéptnin addition, in the June quarter of
2014, we released new 1350V IGBT optimized for otéun heating applications. The device preventseenche destruction from voltage
transients. In the December quarter of 2013, weiatsoduced a new lower voltage dual MOSFET farimilyhe common-drain configuration in
both DFN 5x6 and Micro-DFN 3.2x2 packages. Thesacds are suitable for battery pack applicationsrtbance battery pack performance in
the latest generation Ultrabooks and tablets, wloeveconduction loss is essential for optimizingteey life. For the power IC products, we
continue to expand the product family by introdgcirew solutions to LED lighting and LED back ligidifor LCD-TV. In the September
guarter of 2013, we introduced a new generatidmgi efficiency DrMos power modules. The new dedoables higher power density voltage
regulator solutions which is ideal for servers, kvstations, graphic cards and high-end desktopgpGcations. In addition, in the same quarter,
we launched a third-generation high efficiency pomedule with an EZPair package. This new deviabtas high power density voltage
regulator solutions which is ideal for notebook P€&svers, and graphic cards applications. Moreowehe June quarter of 2014, we released
dual-channel EZPower Smart Load Switch that dedivgr to 6A per channel of continuous current. Tlieséces offer industry leading
performance and allow the ideal load switch fomdety of applications.

Our business model leverages global resourcesidimg research and development and manufacturitigeiblnited States and Asia. Our
sales and technical support teams are localizeeviaral growing markets. We operate a 200mm wafeidation facility located in Hillsboro,
Oregon, or the Oregon fab, which is critical fortasccelerate proprietary technology developmaai product introduction and improve our
financial performance in the long run. To meetriaket demand for the more mature high volume pisluve also utilize the wafer
manufacturing capacity of selected third party finies. For assembly and test, we primarily relyrupar in-house facilities in China. In
addition, we utilize subcontracting partners fatustry standard packages. We believe our in-hoaskaging and testing capability provides us
with a competitive advantage in proprietary packgdechnology, product quality, cost and salesectinte.

Factors affecting our performance

Our performance is affected by several key facioduding the following:

The global, regional economic and PC market coadgi Because our products primarily serve consumetreleic applications, a
deterioration of the global and regional econonoieditions could materially affect our revenue aeslits of operations. In particular, because a
significant amount of our revenue is derived frafes of products in the personal computer, or P&kets, such as notebooks, motherboard:
notebook battery packs, a significant decline awrtarn in the PC markets can have a material ad\effect on our revenue and results of
operations. Any decline in the PC markets would
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have a material negative impact on the demanduopmducts, revenue, factory utilization, grossgirg our ability to resell excess inventory,
and other performance measures.

We have been executing and are continuing to ezestrategies to diversify our product portfolio grahetrate into other market segme
such as the consumer, communication and industiaaket segments, which we believe would mitigat eventually overcome the reduced
demand resulting from the declining PC marketswasdevelop and sell new products that serve meersified markets, we expect that sales
based on the PC markets, as a percentage of gheadeenue, will continue to decline. Our revenoerf the PC markets accounted for
approximately 45.2%, 50.0% and 54.4% of our tatgknue for the years ended June 30, 2014 , 2013C4#R1, respectively. However, if the
rate of decline in the PC markets is faster thaewgected, or if we cannot successfully diversifyneroduce new products to keep pace with
declining PC markets, we may not be able to altevita negative impact, which will adversely affeatr results of operations.

Erosion of average selling pric&rosion of average selling prices of establishedipets is typical in our industry. Consistent viiis
historical trend, we expect that average sellinggsrof our existing products will continue to deelin the future. However, as a normal course
of business, we seek to offset the effect of dedimverage selling prices by introducing new aigthér value products, expanding existing
products for new applications and new customers raducing manufacturing cost of existing products.

Product introductions and customers' product regomientsOur success depends on our ability to introducdyrts on a timely basis that
meet or are compatible with our customers' spetifias and performance requirements. Both factongliness of product introductions and
conformance to customers' requirements, are eqimafigrtant in securing design wins with our custosnés we accelerate the development of
new technology platforms, we expect to increasg#uee at which we introduce new products and olatasign wins. Our failure to introduce
products on a timely basis that meet customersifigaions and performance requirements, partitytose products with major OEM
customers, and our inability to continue to expandserviceable markets, could adversely affecfioancial performance, including loss of
market shares with customers.

Distributor ordering patterns and seasonalit@ur distributors place purchase orders with isetan their forecasts of end customer
demand, and this demand may vary significantly ddjmg on the sales outlooks and market and econocomditions of end customers. Because
these forecasts may not be accurate, channel oryeiméld at our distributors may fluctuate sigrafitly, which in turn may prompt distributors
to make significant adjustments to their purchasiers placed with us. As a result, our revenueggedating results may fluctuate significantly
from quarter to quarter. In addition, because @adpcts are used in consumer electronics prodootsevenue is subject to seasonality. Our
sales seasonality is affected by numerous fadtariding global and regional economic conditiossaell as the PC market conditions, revenue
generated from new products, changes in distribaridering patterns in response to channel inverdadjystments and end customer demand for
our products and fluctuations in consumer purclpasirns prior to major holiday seasons. In repenibds, broad fluctuations in the
semiconductor markets and the global and regia@mi@nic conditions, in particular the decline & 8C market conditions, have had a more
significant impact on our results of operationsitaasonality.

Manufacturing Costs Our gross margin may be affected by our manufaxg costs, including utilization of our own maaafuring
facilities, pricing of wafers from other foundriaad semiconductor raw materials, which may fluededm time to time largely due to the
market demand and supply. Capacity utilizatioe&# our gross margin because we have certain ¢iasts associated with our in-house
packaging and testing facilities and our Oregon fiilve are unable to utilize the capacity of ouhouse manufacturing facilities at a desired
level, our gross margin may be adversely affedted.example, we may experience lower capacityzatilbn at our factories as a result of
declining PC markets, which could adversely afteotgross margin and profitability.

Principal line items of statements of income

The following describes the principal line items feeth in our consolidated statements of operation

Revenue

We generate revenue primarily from the sale of pageniconductors, consisting of power discretespveer ICs. Historically, a majority
of our revenue was derived from power discrete petsland a smaller amount was derived from powerd@ducts. Because our products
typically have three-year to five-year life cyclése rate of new product introduction is an impoti@river of revenue growth over time. We
believe that expanding the breadth of our prododfalio is important to our business prospectgaose it provides us with an opportunity to
increase our total bill-ofraterials within an electronic system and to adsties power requirements of additional electropgtems. In additior
a small percentage of our total revenue is gengtatgroviding packaging and testing services taltparties through one of our subsidiaries.
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Our product revenue includes the effect of thenestied stock rotation returns and price adjustmiiatiswe expect to provide to our
distributors. Stock rotation returns are governgddntract and are limited to a specified percemtafiighe monetary value of products purchased
by the distributor during a specified period. At discretion or upon our direct negotiations witk triginal design manufacturers ("ODMs") or
original equipment manufacturers ("OEMs"), we mbgceto grant special pricing that is below thecps at which we sold our products to the
distributors. In these situations, we will grantpradjustments to the distributors reflecting ssipécial pricing. We estimate the price
adjustments for inventory at the distributors basedactors such as distributor inventory levetg-approved future distributor selling prices,
distributor margins and demand for our products.

Cost of goods sold

O ur cost of goods sold primarily consists of c@stsociated with semiconductor wafers, packagingesting, personnel, including share-
based compensation expense, overhead attributabilantufacturing, operations and procurement, agtlagsociated with yield improvements,
capacity utilization, warranty and inventory regVvAs the volume of sales increases, we expetbEgsods sold to increase. We implemented
a process to improve our factory capacity utilizatiates by transferring more wafer productionuo©@regon fab and reducing our reliance on
outside foundries. While our utilization rates canine immune to the market conditions, our go&b isiake them less vulnerable to market
fluctuations. We believe our market diversificatstrategy and product growth will drive higher volel of manufacturing which will improve
our factory utilization rates and gross marginha long run.

Operating expenses

Our operating expenses consist of research andapenent, selling, general and administrative experand impairment of long-lived
assets. We expect that our total operating expemnifiegenerally increase over time due to our Hetlet our business will continue to grow.
However, our operating expenses as a percentageeriue may fluctuate from period to period.

Research and development expengast research and development expenses consisiflyiraf salaries, bonuses, benefits, share-based
compensation expense, expenses associated withrogwct prototypes, travel expenses, fees for eeging services provided by outside
contractors and consultants, amortization of saftveand design tools, depreciation of equipmentasdhead costs for research and
development personnel. As we continue to investifsigint resources in developing new technologies aroducts, we expect our research and
development expenses to increase.

Selling, general and administrative expens@sir selling, general and administrative expensasist primarily of salaries, bonuses,
benefits, share-based compensation expense, produgbtion costs, occupancy costs, travel expees@gnses related to sales and marketing
activities, amortization of software, depreciatarequipment, maintenance costs and other expémsgeneral and administrative functions as
well as costs for outside professional serviceduding legal, audit and accounting services. Wgeekour selling, general and administrative
expenses to increase as we expand our business.

Impairment of Long-Lived Assetsong-lived assets or asset groups are revieweinjpairment whenever events or changes in
circumstances indicate that the carrying amouminoisset might not be recoverable. The recoverabflan asset or asset group is assessed by
determining if the carrying value of the assetssed group exceeds the sum of the projected undisew cash flows expected to result from the
use and eventual disposition of the assets oveethaining economic life. The impairment loss sasured based on the difference betwee
carrying amount and estimated fair value.

Income tax expens

We are subject to income taxes in various jurigaict Significant judgment and estimates are reglim determining our worldwide
income tax expense. The calculation of tax liab#itinvolves dealing with uncertainties in the #ggilon of complex tax regulations of different
jurisdictions globally. We establish accruals fotgntial liabilities and contingencies based onaaetlikely than not threshold to the recognit
and de-recognition of uncertain tax positionsh# tecognition threshold is met, the applicabl@anting guidance permits us to recognize a tax
benefit measured at the largest amount of tax liehat is more than likely to be realized uportlsatent. If the actual tax outcome of such
exposures is different from the amounts that weitelly recorded, the differences will impact timeome tax and deferred tax provisions in the
period in which such determination is made. Chaimgése location of taxable income (loss) couldufem significant changes in our income tax
expense.
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We record a valuation allowance against deferre@dssets if it is more likely than not that a pmmtbf the deferred tax assets will not be
realized, based on historical profitability and estimate of future taxable income in a particiuasdiction. Our judgments regarding future
taxable income may change due to changes in meokelitions, changes in tax laws, tax planning sgias or other factors. If our assumptions
and consequently our estimates change in the fuhealeferred tax assets may increase or decreasitjng in corresponding changes in
income tax expense. Our effective tax rate is iglelpendent upon the geographic distribution ofveardwide profits or losses, the tax laws
and regulations in each geographical region wher@ave operations, the availability of tax creditsl carry-forwards and the effectiveness of
our tax planning strategies.

Operating results

The following tables set forth our results of opieras and as a percentage of revenue for the fygzatk ended June 30, 2014 , 2013 and
2012 . Our historical results of operations arenemtessarily indicative of the results for any fatperiod.

Year Ended June 30,

2014 2013 2012 2014 2013 2012
(in thousands) (% of revenue)
Revenue $ 318,120 $ 337,43t $ 342,29: 100.(% 100.C% 100.C%
Cost of goods sold (1) 259,05( 272,85: 259,12¢ 81.4% 80.€% 75.7%
Gross profit 59,07: 64,58! 83,16 18.€ % 19.1% 24.2%
Operating expenses:
Research and development (1) 24,40¢ 27,83: 30,63( 7.7% 8.2% 8.C%
Selling, general and administrative (1) 34,85t 35,47 35,80( 11.(% 10.5% 10.£%
Impairment of long-lived assets — 2,551 — — % 0.£% — %
Total operating expenses 59,26+ 65,86: 66,43( 18.7% 19.5% 19.4%
Operating income (loss) (193) (2,27¢) 16,73t (0.)% (0.9% 4.S%
Interest income 124 7€ 10t —% — % — %
Interest expense (266) (372) (342 (0.)% (0.1)% (0.)%
Income (loss) before income taxes (33%) (1,579 16,49¢ (0.2% (0.5)% 4.8%
Income tax expense 2,97: 4,001 3,581 0.€% 1.2% 1.C%
Net income (loss) $ (3,30 $ (5579 $ 12,917 (1.1% (1.9% 3.8%

(1) Includes share-based compensation expensatatbas follows:

Year Ended June 30,

2014 2013 2012 2014 2013 2012

(in thousands) (% of revenue)
Cost of goods sold $ 614 $ 70C $ 532 0.2% 0.2% 0.2%
Research and development 78€ 1,402 1,361 0.2% 0.4% 0.4%
Selling, general and administrative 1,97¢ 2,71 3,52¢ 0.€% 0.8% 1.C%
$ 337F $ 481¢ $ 5,42 1.C% 1.4% 1.€%

Revenue

The following is a summary of revenue by produgety
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Year Ended June 30, Change

2014 2013 2012 2014 2013
(in thousands) (in thousands) (in percentage) (in thousands) (in percentage)
Power discrete $ 246,03: $ 26515( $ 267,058 $ (19,117 7.2% $ (1,909 (0.7)%
Power IC 53,99¢ 52,84 53,39¢ 1,152 22% (555 (1.0%
Packaging and testing servic 18,09t 19,44¢ 21,83 (2,350 (6.99% (2,39)) (10.9%
$ 318,12: $ 33743t $ 342,290 $  (19,31Y G.70% $ (4,85%) (1.4%

Fiscal 2014 vs 201

Total revenue was $318.1 million for fiscal yeaf2Q a decrease of $19.3 million , or 5.7% , aspamed to $337.4 million for fiscal year
2013 . The decrease consisted of $19.1 million$ahd million decrease in sales of power discrepelpcts and packaging and testing services,
respectively, partially offset by an increase itesaf power IC products of $1.2 million. The netrkase in product revenue, including power
discrete and power IC products was mainly a redudt7.0% decrease in average selling price prigndrie to selling price erosion in the
computing and consumer markets as compared td jisaa 2013, partially offset by a 1.2% increasenit shipments and to a lesser extent, a
shift in product mix as a result of reduced demfanaur products related to PC applications. Therelese in revenue of packaging and testing
services as compared to last year was primarilytolweduced demand as a result of the decliningn@@et. In response to the declining PC
market, we have been executing and are continoiegécute strategies to diversify our product ptidfand penetrate into other market
segments, which we believe would mitigate and exadlyt overcome the reduced demand resulting fraerditclining PC market. During fiscal
year 2014, we accelerated the development of nelwmtdogy platforms which allowed us to introducené@dium and high voltage MOSFI
products, targeting the consumer, communicationimehastrial markets, as well as 48 low voltage M3 Rproducts for the computing market.
In addition, we introduced 23 Power IC new proddiestconsumer, communications and computing apiiing.

Fiscal 2013 vs 201

Total revenue was $337.4 million for fiscal yeaf2Pa decrease of $4.9 million, or 1.4%, as comptré&342.3 million for fiscal year
2012. The decrease consisted of $1.9 million, $0l&on and $2.4 million decrease in sales of podiscrete, power IC products and packaging
and testing services, respectively. The decreasal@s of power discrete and power IC productsmaisly a result of a 4.2% decrease in
average selling price partially offset by a 3.8%r@ase in unit shipments as compared to last Jear4.2% decrease in average selling price
mainly due to a shift in product mix, the reducednénd for our products related to PC applicatiand,to a lesser extent, selling price erosic
the computing and consumer markets. The decreasgénue of packaging and testing services as cadpea last year was primarily due to
reduced demand as a result of the declining PCehark

Cost of goods sold and gross profit

Year Ended June 30, Change
2014 2013 2012 2014 2013
(in thousands) (inthousands)  (in percentage) (inthousands)  (in percentage)
Cost of goods sold $ 259,05 $ 27285 $ 259,12t $  (13,80) G.10% $ 13,72 5.2%
Percentage of revenue 81.4% 80.9% 75.1%
Gross profit $ 5907 $ 6458 $ 8316 $ (5,519 (85% $ (18,580 (22.9%
Percentage of revenue 18.€% 19.1% 24.2%

Fiscal 2014 vs 201

Cost of goods sold was $259.1 million for fiscahiy2014 , a decrease of $13.8 million , or 5.1%campared to $272.9 million for fiscal
year2013 , primarily as a result of the overall mantdeging cost reduction due to continued cost coreffurts and factory utilization
improvement during fiscal year 2014 as well asitiygact of the $7.7 million non-recurring inventawyite-down during fiscal year 2013 for
certain excess and obsolete inventory consistirdgeéloped products for PC applications for a m@BM that were not compatible with its
particular applications, which had subsequentlynlfay resolved. Gross margin decreased by 0.5geage points to 18.6% for fiscal year
2014 , as compared to 19.1% for fiscal year
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2013 . The decrease in gross margin was primauidytd reduced average selling price mainly aswtreSlower demand in the declining PC
market during the current year, despite the $7Ilfominon-recurring inventory write-down in fiscgéar 2013, partially offset by the positive
impact of improved factory utilization and contimuactory cost reduction efforts during the currgedir. We expect our gross margin to
continue to fluctuate in the future as a resuktariations in our product mix, factory utilizatiosemiconductor wafer and raw material pricing,
manufacturing labor cost and general economic &dBrket conditions.

Fiscal 2013 vs 201

Cost of goods sold was $272.9 million for fiscahy2013, an increase of $13.7 million, or 5.3%c@wpared to $259.1 million for fiscal
year 2012, primarily as a result of a $7.7 milliwr-recurring inventory write-down and increased whipments. The non-recurring inventory
write-down was for certain excess and obsoletentorg consisting of newly developed products foskdep PC applications primarily for a
major OEM that were not compatible with its par&wapplications, and to a lesser extent, prodiactpower supplies. Gross margin decreased
by 5.2 percentage points to 19.1% for fiscal yéHi3? as compared to 24.3% for fiscal year 2012.ddwease in gross margin was primarily
due to the non-recurring inventory write-down of &million, as well as reduced average sellinggrartially offset by tighter factory expense
control as compared to last year.

Research and development expen

Year Ended June 30, Change
2014 2013 2012 2014 2013
(in thousands) (in thousands) (in percentage) (in thousands) (in percentage)
Research and development $ 24,40¢ $ 27,83 $ 30,63( $ (3,429 12.9% $ (2,797 (9.1)¢

Fiscal 2014 vs 201

Research and development expenses were $24.4midlidiscal year 2014 , a decrease of $3.4 million12.3% , as compared to $27.8
million for fiscal year 2013 . The decrease wamprily attributable to a $2.6 million decrease inquct prototyping engineering expenses
mainly due to temporary shut downs of the Compangost control measures, $0.6 million decreaseanesi-based compensation expense
primarily due to increased cancellations of stogtians and rewards, $0.2 million decrease in déptiea and amortization expenses as a result
of certain assets were fully amortized in fiscadryef 2013. We continue to invest significant reses in developing new technologies and new
products utilizing our own fabrication and packapfacilities. However, we expect that our reseanct development expenses will fluctuate
from time to time.

Fiscal 2013 vs 201

Research and development expenses were $27.8midlidiscal year 2013, a decrease of $2.8 millmmnd.1%, as compared to $30.6
million for fiscal year 2012. The decrease was grity attributable to a $3.6 million decrease inguict prototyping engineering expenses,
mainly related to engineering wafers expenses iaduturing fiscal year 2012 under the then fouradeement with IDT prior to the acquisiti
of the Oregon fab. The decrease was partially bffge $0.7 million increase in employee compensatnd benefits primarily due to increas
headcount related to the Oregon fab acquired inalsr2012.

Selling, general and administrative expens

Year Ended June 30, Change
2014 2013 2012 2014 2013
(in thousands) (in thousands) (in percentage) (in thousands) (in percentage)
Selling, general and
administrative $ 34858 $ 3547¢ $ 35800 $ (61¢) 1.7% $ (327) (0.9%

Fiscal 2014 vs 201
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Selling, general and administrative expenses wa4edmillion for fiscal year 2014 , a decrease @63$million , or 1.7% , as compared to
$35.5 million for fiscal year 2013 . The decreaseswrimarily due to a $0.7 million decrease in sHzased compensation due to increased
cancellations of stock options and awards duriegctirrent year, a $0.7 million decrease in deptieciand amortization expenses primarily
to certain assets that were fully amortized indigear 2013 and less acquisitions of fixed ashatisg the current year, a $0.3 million decrease
in marketing and commission expenses due to redsaled and marketing activities, a $0.4 millioménovery of doubtful accounts as a resu
continued effort in collection from a service custy in current fiscal year, as well as a $0.4 onlldecrease in audit and tax consulting fees due
to reduced related consulting activities. Theseatmes were partially offset by a $0.8 million eage in unrealized foreign exchange losses
related to our cash and cash equivalents denondifrat@enminbi or RMB, held by our subsidiaries ihia, caused by the recent appreciatic
USD against RMB, and a $0.8 million increase in lxyge compensation and benefits due to headcoargase, as well as a $0.3 million of
business tax refunds of a subsidiary in China dufistal year 2013.

Fiscal 2013 vs 201

Selling, general and administrative expenses wasesdmillion for fiscal year 2013, a decrease aB$aillion, or 0.9%, as compared to
$35.8 million for fiscal year 2012. The decreasas ywamarily due to a $0.8 million decrease in sHzased compensation due to increased
cancellations of stock options and other equityrdaza $0.7 million decrease in accounting, Sarbénéey compliance and consulting fees
to the decrease in related accounting and congudttivities, a $0.3 million decrease in businese$ primarily due to a business tax refund
received by a subsidiary in China during fiscalry2@13, a $0.2 million decrease in sales commiggionarily due to decrease in sales and a
$0.6 million bad debt expenses incurred relatemgervice customer during fiscal year 2012, ansethiecreases were partially offset by a $1.4
million increase in employee compensation, benefits business expenses mainly due to increasadtbent, a $0.3 million increase in
depreciation and amortization expenses primarily ufixed assets acquired during fiscal year 2i@a $0.6 million increase in legal expel
due to increased legal consulting services.

Impairment of lon¢-lived assets

During the third quarter of fiscal year 2013, ightf of the unfavorable market conditions partidylaglated to the accelerated decline of
PC market, we conducted an in-depth analysis ofwategic plan. In our review, we reconsideredkiaeassumptions in our overall strategic
business and manufacturing capacity plans in bflthe continued declines in the PC market. Assaltewe revised our PC related revenue and
volume outlook as well as our manufacturing capaeitiuirements. These material changes in our akithmd plans, which we were able to
determine in the third quarter of fiscal 2013, dgeged an impairment review of our long-lived assets

We determined that the related estimated undisedurash flows were not sufficient to recover theyiiag value of certain manufacturing
machinery and equipment primarily for the packagihgur PC-related products due to the accelemdetine of the PC markets. The average
remaining useful life of those impaired assets agzroximately two years. We estimated the fair &alof those long-lived assets based on net
realizable values of similar machinery and equipnecently transacted by third-party used-machiogdrs and recorded an asset impairment
charge of approximately $2.6 million to reduce tblated carrying amount to its estimated fair valaef March 31, 2013.

During the fourth quarter of fiscal year 2014, waleated our amortizable intangible assets for impent and determined that the related
estimated undiscounted cash flows exceeded thgimgwalue of the intangible assets and no impantnebarge was recorded. During the same
period, we also evaluated our goodwill for impainnand determined that the fair value of the répgrtinit, estimated based on the market
capitalization approach, was more than its carryilge and no impairment charge was recorded.

Interest income and expens:

Interest income was primarily related to intereshed from cash and cash equivalents. The incieasterest income for fiscal year 2014
as compared to fiscal year 2013 was primarily duedrease in average cash balances. The decregxerest income for fiscal year 2013 as
compared to fiscal year 2012 was primarily dueotedr average interest rate.

Interest expense was primarily related to bankdwairrgs. The decrease in interest expenses foll figea 2014 was primarily due to a
decrease in bank borrowings related to $20.0 miliesm loan obtained in May 2012 for our Oregondaltompared to fiscal year 2013 . The
increase in interest expenses for fiscal year 2048 primarily due to an increase in bank borrowjmgsuding the $20.0 million term loan
obtained in May 2012 for working capital of our @oa fab as compared to fiscal year 2012.
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Income tax expens

Year Ended June 30, Change
2014 2013 2012 2014 2013
(in thousands) (in thousands) (in percentage) (inthousands)  (in percentage)
Income tax expense $ 297 $ 4,001 $ 3581 % (1,02¢) (25.7% $ 42 11.7%

Fiscal 2014 vs 201

Income tax expense for fiscal years 2014 and 2043%@.0 million and $4.0 million , respectivelycéme tax expense decreased by $1.0
million , or 25.7% , in fiscal year 2014 as compkte fiscal year 2013 primarily due to a reductiomur uncertain tax positions offset partially
by a change in the mix of earnings in various gaplgic jurisdictions.

Fiscal 2013 vs 201

Income tax expense for fiscal years 2013 and 20422$4.0 million and $3.6 million, respectively. dnee tax expense increased by $0.4
million, or 11.7%, in fiscal year 2013 as compat@fiscal year 2012 primarily due to the changethanmix of earnings in various geographic
jurisdictions, which was partially offset by thextaenefits from the January 2013 reinstatemertt®li.S. federal R&D credit retroactive
January 1, 2012.

Liquidity and Capital Resources

Our principal need for liquidity and capital resoes is to maintain sufficient working capital tgpport our operations and to invest
adequate capital expenditures to fuel the growtbuofbusiness. Currently, we primarily financed operations and capital expenditures through
funds generated from operations.

On May 11, 2012, we entered into a loan agreeméhtanfinancial institution that provides a ternatoof $20.0 million for general
purposes and a $10.0 million non-revolving credg for the purchase of equipment. Both the teram land equipment credit line will be fully
repayable in May 2015. The borrowings may be madké form of either Eurodollar loans or Base Radms. Eurodollar loans accrue interest
based on an adjusted London Interbank Offer RaiBOR") as defined in the agreement, plus a maadih.00% to 1.75% . Base Rate loans
accrue interest at the highest of (a) the lenditae Rate, (b) the Federal Funds Rate plus 0.5%4@rthe Eurodollar Rate (for a one-month
interest period) plus 1% ; plus a margin of -0.8%0.25% . The applicable margins for both Euroddtans and Base Rate loans will vary from
time to time in the foregoing ranges based on #sh @nd cash equivalent balances maintained byduswa subsidiaries with the lender. In May
2013, the equipment credit line expired and theaie mo outstanding balance. As of July 31, 2014281@, the outstanding balance of the term
loan was $13.5 million and $16.4 million, respeeiy

The obligations under the loan agreement are sedyrsubstantially all assets of two of our sulzsids, including but not limited to,
certain real property and related assets locatdted®regon fab. In addition, we and certain of subisidiaries have agreed to guarantee full
repayment and performance of the obligations uttde=toan agreement. The loan agreement contaimsnsasy restrictive covenants and
includes certain financial covenants that requirédoumaintain on a consolidated basis specifieghfiial ratios including total liabilities to
tangible net worth, fixed charge coverage and atigssets to current liabilities. As of July 3112@&nd 2013, we were in compliance with these
covenants.

During July 2012, we entered into a loan agreemidthtthe State of Oregon for an amount of $0.3iomill The loan is required to be used
for training new and re-training existing employeéshe Oregon fab. The loan bears a compound &mtegest rate of 5.0% and is to be repaid
in April 2014. The State may forgive the outstagdiralance under the loan and any unpaid intereg iheet certain conditions primarily
relating to hiring targets. Currently the Stat€oégon is reviewing the loan to determine whetlehsonditions are satisfied. We believe that it
is more likely than not that we will meet thosdrrtargets. As of July 31, 2014, the outstandialgihce and accrued interest of the loan,
included in short term debt, was $0.3 million.

Our Board of Directors periodically considers vagaptions to utilize our cash reserve to enhamee/alue of our shareholders. On Ma
2014, our Board of Directors approved to reactivaite existing $25.0 million share repurchase progrand authorized managemen
repurchase, subject to oversight by the Boardcoormon shares up to remaining balance of the pnogoa $22.7 million. The repurchases
be made from the open market or through negotiateck transactions, and to date repurchases haae fpade pursuant to a pestablishe
10b5-1 trading plan. Such 10b5-1 trading plan wasred in Augus
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t 2014 and the Board intends to review conditioosnftime to time to determine whether it is appiajer to implement a new 10ld5trading
plan or to conduct repurchases under the prograsideuof a 10b3: trading plan. The amount and timing of any puselsawill depend on
number of factors, including but not limited to thece and availability of our common shares, tngdrolume of our common shares, applic
regulatory requirements, our business and finar@atlitions and general market envinment, and there is no guarantee that any repurs
will be made or that such repurchases may enhé&eceaiue of our shares. During the fourth quartdisoal year 2014, we repurchased 119
shares from the open market for a total cost 09 $dillion, at an average price of $7.66 per shaseof June 30, 2014 we repurchased
aggregate of 361,364 shares from the open market fotal cost of $3.2 million , at an average @rd¢ $8.82per share, since inception of
program. Shares repurchased are accounted foreasuty shares and the total cost of shares remadhia recorded as a reductior
shareholders' equity. As of June 30, 2014 , of3ie 364 repurchased shares, 21,650 shares witlighteg average repurchase pricest8.8:
per share, were reissued at an average price @ $&r share for option exercises and vested ecdrstock units.

The Chinese government imposes certain currendyagge controls on cash transfers out of China. Réguas in China permit foreign
owned entities to freely convert the Renminbi ifteign currency for transactions that fall undes tcurrent account,” which includes trade
related receipts and payments, and interests. Aoy, our Chinese subsidiaries may use Renmmbitrchase foreign exchange currency for
settlement of such "current account" transactioitisomt pre-approval.

Other transactions that involve conversion of Rerominto foreign currency are classified as "cdmtacount” transactions. Examples of
"capital account" transactions include repatriagiohinvestments by or dividends to foreign ownes.suant to applicable regulations, foreign-
invested enterprises in China may pay dividendg out of their accumulated profits, if any, detemed in accordance with Chinese accounting
standards and regulations. In calculating accuredlptofits, foreign investment enterprises in Clararequired to allocate at least 10% of their
profits each year, if any, to fund the equity regsesiccount unless the reserve has reached 50% cédistered capital of the enterprises. "Capital
account” transactions require prior approval fronin@'s State Administration of Foreign ExchangeRKBor its provincial branch to convert a
remittance into a foreign currency, such as U.8ak) and transmit the foreign currency outsid€bina. As a result of this and other
restrictions under PRC laws and regulations, oun&kubsidiaries are restricted in their abilityrinsfer a portion of their net assets to the
parent. As of June 30, 2014 and 2013, such cesdrportion amounted to approximately $85.6 millemd $85.9 million, or 30.3% and 30.5% ,
of our total consolidated net assets, respectively.

We believe that our current cash and cash equitgaterd cash flows from operations will be suffitisnmeet our anticipated cash needs,
including working capital and capital expenditures,at least the next twelve months. In the loagrt, we may require additional capital due to
changing business conditions or other future derekmts, including any investments or acquisitioesway decide to pursue. If our cash is
insufficient to meet our needs, we may seek teereépital through equity or debt financing. Thees#ladditional equity securities could resu
dilution to our shareholders. The incurrence okinedness would result in increased debt serviligabions and may include operating and
financial covenants that would restrict our operagdi We cannot be certain that any financing vélblailable in the amounts we need or on
terms acceptable to us, if at all.

Cash and cash equivalents

As of June 30, 2014 and 2013 , we had $117.8 mibliod $92.4 million of cash and cash equivaleetpectively. Our cash and cash
equivalents primarily consist of cash on hand drattsterm bank deposits with original maturitiegtufee months or less. Of the $117.8 million
and $92.4 million cash and cash equivalents, $Tillbn and $53.2 million, respectively, are degediwith financial institutions outside the
United States.

The following table shows our cash flows from opieg investing and financing activities for theripes indicated:

Year Ended June 30,

2014 2013 2012
(in thousands)
Net cash provided by operating activities $ 37,64: % 28,000 $ 32,88:
Net cash used in investing activities (9,197 (17,279 (57,93)
Net cash provided by (used in) financing activities (3,08)) (485) 20,46:
Effect of exchange rate changes on cash and casratmts 10 (4 46
Net increase (decrease) in cash and cash equisalent $ 2538: § 10,24 $ (4,542

Cash flows from operating activities
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Net cash provided by operating activities of $3wibion for fiscal year 2014 resulted primarily fronet loss of $3.3 million , non-cash
charges of $31.5 million and net change in assetdiabilities providing net cash of $9.4 millioThe non-cash charges of $31.5 million
included depreciation and amortization expensé&2a@f9 million , share-based compensation expen$8.dfmillion , and net deferred income
taxes of $0.8 million , partially offset by allow@for doubtful account of $0.4 million and gaindisposal of property and equipment of $0.2
million during the fiscal year 2014. The net chamgassets and liabilities providing net cash a#$8illion was primarily due to $1.8 million
decrease in inventories as we reduced our investd®2.1 million decrease in accounts receivabéetduhe timing of billings and collection of
payments, $5.5 million increase in accounts payphiearily due to increase in inventory purchase timing of payment, and $2.4 million
increase in accrued and other liabilities primandiated to employee compensation and performamcedes, partially offset by $0.9 million
decrease in income taxes payable, and $1.5 milicrease in other current and lotegm assets primarily due to increase in advangmpats
suppliers.

Net cash provided by operating activities of $2@ilion for fiscal year 2013 resulted primarily fronet loss of $5.6 million, non-cash
charges of $37.8 million and net change in assetdiabilities using net cash of $4.2 million. Then-cash charges of $37.8 million included
$29.4 million in depreciation and amortization expes, $4.8 million in share-based compensationresgyé1.0 million in net deferred income
taxes, and $2.6 million in impairment charges ofgidived assets during the third quarter. The hange in assets and liabilities using net cash
of $4.2 million was primarily due to $0.7 millioredrease in income taxes payable, $2.6 million asmen inventories as we built up our
inventories for the Oregon fab ramp up, and $5Manidecrease in accrued and other liabilitiesnaiily related to payment of performance
bonuses, partially offset by $0.6 million decreasaccounts receivable due to the timing of billiramd collection of payments, $1.8 million
increase in accounts payable primarily due to eean inventory purchase and timing of paymerd,&h1 million decrease in other current
long-term assets primarily due to decrease in attv@aayments to suppliers.

Net cash provided by operating activities of $3RiBion for fiscal year 2012 resulted primarily fronet income of $12.9 million, non-cash
charges of $29.8 million and net change in assetdiabilities using net cash of $9.8 million. Then-cash charges of $29.8 million included
$25.3 million in depreciation and amortization,4illion in share-based compensation expense ar&rillion in allowance for doubtful
accounts, partially offset by $1.5 million in neffdrred income taxes. The net change in workingaagsing net cash of $9.8 million was
primarily due to $3.1 million decrease in accourtsivable due to the timing of billings and cadlier of payments, $1.6 million decrease in
inventories as we reduced our inventories in respdo changes in market condition, $1.3 millionrdase in other current and long-term assets
primarily due to a decrease in advance paymergsgppliers, $4.5 million increase in accrued anepliabilities primarily related to expenses
the Oregon fab and $0.4 million increase in incaaxes payable, offset by a $20.8 million decreasgtounts payable primarily due to timing
of payment.

Cash flows from investing activities

Net cash used in investing activities of $9.2 roillior the fiscal year 2014 was primarily attrithleato $9.4 million purchase of property
and equipment to increase our in-house productapadity, partially offset by $0.2 million proceddsm sale of certain equipment.

Net cash used in investing activities of $17.3iomlifor the fiscal year 2013 was primarily attribble to $17.6 million purchase of prope
and equipment to increase our in-house productapadaity, partially offset by $0.3 million proceddsm sale of certain equipment.

Net cash used in investing activities of $57.9imillfor fiscal year 2012 was primarily attributalbdée$36.3 million for purchase of prope

and equipment to increase our in-house productpadity at the Oregon fab facility, $21.3 milliohaassh for acquisition of the Oregon fab in
January 2012, $0.2 million increase in restricteshe and $0.1 million related to the investmera privately held company.

Cash flows from financing activities
Net cash used in financing activities of $3.1 nillifor the fiscal year 2014 was primarily attrithleato $3.6 million of repayment to our

borrowings, $1.0 million for repurchase of our coamshares under the repurchase program, and $llignm payment of capital lease
obligations; partially offset by a $2.7 million pfoceeds from exercises of share options and issuzfrshares under the ESPP.
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Net cash used in financing activities of $0.5 nillifor the fiscal year 2013 was primarily attrithleato $2.6 million of net repayment to
our borrowings and $1.0 million in payment of capiease obligations; partially offset by a $3.1liom of proceeds from exercises of share
options and issuance of shares under the ESPP.

Net cash provided by financing activities of $2tilion for fiscal year 2012 was primarily attritaktle to $20.0 million of net proceeds
from our revolving lines of credit and term loard&®.3 million of proceeds from exercise of shgzgams and ESPP, partially offset by $1.6
million for repurchase of our common shares undershare repurchase program and $0.3 million imgay of capital lease obligations.

Contractual Obligations

Our contractual obligations as of June 30, 2014ar®llows:

Payments Due by Period

Less than More than
Total 1year 1-3 years 3-5years 5 years
(in thousands)
Bank borrowings $ 1357 $ 1357 % - $ — % —
Oregon state loan 27E 27E — — —
Capital leases 2,17: 1,12% 1,00¢ 50 —
Operating leases 15,00¢ 3,16¢ 4,41¢ 3,861 3,57(
Capital commitments with respect to property angiggent 4,64 4,64 — — —
Purchase commitments with respect to inventoriesrasearch and
development 34,51( 34,51( — — —
Total contractual obligations $ 70,18: $ 57,28 $ 5,41/ $ 3,911 $ 3,57(

As of June 30, 2014 , we had recorded liabilitie$20 million for uncertain tax positions and $@ndlion for potential interest and
penalties, which are not included in the aboveethigicause we are unable to reliably estimate tleeianof payments in individual years that
would be made in connection with these uncertairptsitions.

Off-Balance Sheet Arrangements

As of June 30, 2014 , we had no material off-baasteet arrangements as defined in Item 303(a)(@)Regulation S-K.

Critical Accounting Policies and Estimates

The preparation of our consolidated financial stegets requires us to make estimates, judgmentassumptions that affect the reported
amounts of assets, liabilities, revenue and exgerfgethe extent there are material differencewédent these estimates and actual results, our
consolidated financial statements will be affected.an ongoing basis, we evaluate the estimatégirjants and assumptions including those
related to revenue recognition, inventory resenw@sranty accrual, income taxes, share-based caatien, and useful lives for property and
equipment and for goodwill and intangible assets.

Revenue recognitiol

We recognize revenue when there is persuasive medbat an arrangement exists, delivery has cedutine price to the buyer is fixed or
determinable and when collectability is reasonalsiyured. We recognize revenue when product isethifgpthe customer, net of estimated s
rotation returns and price adjustments to certatridutors.

We sell our products primarily to distributors, wincdurn sell our products globally to various enstomers. Our revenue is net of the
effect of the estimated stock rotation returns aick adjustments that we expect to provide toagedistributors. Stock rotation returns are
governed by contract and are limited to a specifietentage of the monetary value of the produatshased by distributors during a specified
period. We estimate provision for stock rotatiotures based on historical returns and individusdriiutor agreements. We also provide special
pricing to certain distributors primarily basedwaiume, to encourage resale of our products. Wmatt the expected price adjustments at the
time the revenue is
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recognized based on distributor inventory levels;gpproved future distributor selling prices, wdwttor margins and demand for our products.
If actual stock rotation returns or price adjustisatiffer from our estimates, adjustments may loended in the period when such actual
information is known. Allowance for price adjustnteis recorded against accounts receivable andsiwavfor stock rotation is recorded in
accrued liabilities on the consolidated balancetshe

Revenue from certain distributors is deferred uh#! distributor resells the products to end custsndue to price protection adjustments
and right of returns that cannot be reliably meeduThe deferred revenue, net of the associateurddfcost of the inventory, is recorded as
deferred margin on the consolidated balance sheets.

Packaging and testing services revenue is recagjnigen shipment of serviced products to the custome

Inventory reserve:

We carry inventories at the lower of cost (deteedion a first-in, first-out basis) or market val@@st primarily consists of semiconductor
wafers and raw materials, labor, depreciation egpgmnd other manufacturing expenses and overfiedgackaging and testing fees paid to
third parties if subcontractors are used. Inventesgerves are made based on our periodic reviémwefitory quantities on hand as compared
with our sales forecasts, historical usage, agfigwentories, production yield levels and currpriaduct selling prices. If actual market
conditions are less favorable than those forecdsted, additional future inventory write-downs nimey/required that could adversely affect our
operating results. Inventory reserves once estadisre not reversed until the related inventos/deen sold or scrapped. If actual market
conditions are more favorable than expected angribucts that have previously been written dovensaid, our gross margin would be
favorably impacted.

Product warranty

We provide a standard one-year warranty for thelyts we sell. We accrue for estimated warrantyscatsthe time revenue is recognized.
Our warranty obligation is affected by productdied rates, labor and material costs for replacefgaive parts, related freight costs for failed
parts and other quality assurance costs. We mamitoproduct returns for warranty claims and maimtearranty reserve based on our historical
experiences and anticipated warranty claims knawheatime of estimation. If actual warranty cadiféer significantly from our estimates,
revisions to the estimated warranty accrual woeddguired and any such adjustments could be rakteri

Accounting for income taxe

We are subject to income taxes in a number ofdigions. We must make certain estimates and judggrie determining income tax
expense for financial statement purposes. TheBaatss and judgments occur in the calculationttadits, benefits and deductions, and ir
calculation of certain tax assets and liabilitidgah arise from differences in the timing of reciigm of revenue and expense for tax and
financial statement purposes, as well as interaspanalties related to uncertain tax positiongré&fare many transactions and calculations for
which the ultimate tax determination is uncertaimitlg the ordinary course of business. We establisinuals for certain tax contingencies based
on estimates of whether additional taxes may be e the final tax outcome of these matters miiffer from the amounts that were initially
recorded, such differences will impact the incomeand deferred tax provisions in the period inclibsuch determination is made. As a result,
significant changes to these estimates may rasalt increase or decrease to our tax provisiorsinbaequent period.

Significant management judgment is also requiregkitermining whether deferred tax assets will ladized in full or in part. When it is
more likely than not that all or some portion oésffic deferred tax assets such as net operatssgoor foreign tax credit carryforwards will not
be realized, a valuation allowance must be estaisor the amount of the deferred tax assetsctraiot be realized. We consider all available
positive and negative evidence on a jurisdictiorjtliisdiction basis when assessing whether it isentigely than not that deferred tax assets are
recoverable. We consider evidence such as ouopasating results, the existence of cumulativedsds recent years and our forecast of future
taxable income. We intend to maintain a partiali@tibn allowance equal to the state research avelafement credit carryfowards until
sufficient positive evidence exists to support regeof the valuation allowance.

We have not provided for withholding taxes on theistributed earnings of our foreign subsidiariesduse we intend to reinvest such
earnings indefinitely. As of June 30, 2014 , thmalative amount of undistributed earnings of ouefign subsidiaries considered permanently
reinvested is $49.8 million . The determinatiorthef unrecognized deferred tax liability on thesmisgs is not practicable. Should we decide to
remit this income to the Bermuda parent comparg/funture period, our provision for income taxes rimgyease materially in that period.
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The Financial Accounting Standards Board, or FAISE issued guidance which clarifies the accouritinghcome taxes by prescribing a
minimum probability threshold that a tax positionshmeet before a financial statement benefitdegrized. The minimum threshold is defined
as a tax position that is more likely than not éoslistained upon examination by the applicableggauthority, including resolution of any
related appeals or litigation processes, basetetethnical merits of the position. The tax bdrefbe recognized is measured as the largest
amount of benefit that is greater than fifty petdiely to be realized upon ultimate settlemertteTcalculation of our tax liabilities involves
dealing with uncertainties in the application ofrgmex tax law and regulations in a multitude ofgdictions. Although the guidance on the
accounting for uncertainty in income taxes presxithe use of a recognition and measurement ntbdalietermination of whether an uncertain
tax position has met those thresholds will contittueequire significant judgment by managementhéf ultimate resolution of tax uncertaintie
different from what is currently estimated, a m@empact on income tax expense could result.

Our provision for income taxes is subject to vditgteand could be adversely impacted by changesamings or tax laws and regulations in
various jurisdictions. We are subject to the camtiis examination of our income tax returns by tierhal Revenue Service and other tax
authorities. We regularly assess the likelihoodaferse outcomes resulting from these examinatmdstermine the adequacy of our provision
for income taxes. There can be no assurance thautttomes from these continuous examinationswilhave an adverse effect on our
operating results and financial condition. To theest that the final tax outcome of these mattedifferent than the amounts recorded, such
differences will impact the provision for incomeéa in the period in which such determination islena he provision for income taxes includes
the impact of changes to reserves, as well asthged net interest and penalties.

Share-based compensation expense

We recognize share-based compensation expense drasieel estimated fair value of the awards detezthiyy the Black-Scholes option
valuation model, using the accelerated vestingbation method. Share-based compensation expeggnificant to the consolidated financial
statements and is calculated using our best estinathich involve inherent uncertainties and thaieation of management's judgment.

We determined the weighted average valuation assomspas follows:

» Expected term. It is determined by using théohisal data of industry peers as adjusted for etquechanges in future exercise
patterns.

» Forfeiture rate. It is estimated based on tséohical average period of time that the awardeveeitstanding and forfeited. The
estimate of forfeitures is adjusted over the rdtpigervice period to the extent that actual foufeis differ, or are expected to differ,
from the prior estimates. Changes in estimatectfionfes are recognized in the period of changarapdct the amount of stock
compensation expenses to be recognized in futuredse which could be material if actual result§etisignificantly from our
estimates.

» Volatility. It is estimated based on that of fheblicly traded shares of industry peers overriogesquivalent to the expected term of
the stock awards granted.

* Risk-free interest rate. It is based on thedgedf U.S. Treasury securities with maturities Emio the expected term of the awards
granted.

» Dividend yield. It is zero as the Company hageneleclared or paid any dividends and currentlyr@intention to pay dividends in
the foreseeable future.

Estimated Useful Lives for Property, Plant and Equnent and Intangible Asse!

Property, plant and equipment are recorded atarabtire depreciated using the straight-line metived estimated useful lives of the
assets. Patents and exclusive technology righthpsed from third parties are amortized on a sttdige basis over their estimated useful lives
of three to seven years. Trade name and custotagiprships acquired in a business combinatiorreregnized at fair values at the acquisition
date and amortized on a straight-line basis owar #stimated economic lives of three years andyears, respectively.

Goodwill
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Goodwill and intangible assets with indefinite usddifves are not amortized, but are tested for iimpeant at least annually, or whenever
changes in circumstances indicate that the cargingunt of goodwill or intangible assets may notdmmverable. These tests are performed at
the reporting unit level using a two-step, fairn@based approach. In testing for a potential impant of goodwill, we first compare the
carrying value of assets and liabilities to théneated fair value. If estimated fair value is I#san carrying value, then potential impairment
exists. The amount of any impairment is then caled by determining the implied fair value of godtusing a hypothetical purchase price
allocation, similar to that which would be appliédt were an acquisition and the purchase prics eguivalent to fair value as calculated in the
first step. Impairment is equivalent to any exagfsgoodwill carrying value over its implied fair u@. The process of evaluating the potential
impairment of goodwill requires significant judgnert many points during the analysis, includingcakdting fair value of each reporting unit
based on estimated future cash flows and discaiies to be applied.

Recently Issued Accounting Pronouncements

See Note 1 of the Notes to the consolidated firrdistatements under Item 15 in this Annual Repoftorm 10-K for a full description of
recent accounting pronouncements, including theebgg dates of adoption and estimated effectssuritseof operations and financial conditi
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ltem 7A. Quantitative and Qualitative Disclosures About Market Risk

Foreign currency risk

We and our principal subsidiaries use U.S. dobarsur functional currency because most of theséretions are conducted and settled in
U.S. dollars. All of our revenue and a significpottion of our operating expenses are denominaitéd$. dollars. The functional currency for
our in-house packaging and testing facilities inn@hs U.S. dollars and a significant portion of capital expenditures are denominated in U.S.
dollars. However, foreign currencies are requiceflind our overseas operations, primarily in Taivmad China. Operating expenses of overseas
operations are denominated in their respectivd mgaencies. In order to minimize exposure to iigmecurrencies, we maintained cash and cash
equivalent balances in foreign currencies, inclgddininese Yuan (“RMB”) as operating funds for coneign operating expenses. Our
management believes that our exposure to foreigemcy translation risk is not significant basedaoh0% sensitivity analysis in foreign
currencies due to the fact that the net assetsieated in foreign currencies pertaining to foreaperations, principally in Taiwan and China,
are not significant to our consolidated net assets.

Interest rate risk

Our interest-bearing assets comprise mainly intdrearing short-term bank balances. We managenteneist rate risk by placing such
balances in instruments with various short-termumiiés. Borrowings expose us to interest rate. i&krowings are drawn down after due
consideration of market conditions and expectadiofuture interest rate movements. In the pastbaurowings have been subject to floating
interest rates, and future borrowings may expoge aash-flow interest rate risk. We had outstagdiarrowings of $13.6 million at June 30,
2014 . We do not believe that a 10% change ina@steiates would materially affect our results aérapions.

Commodity Price Risk

We are subject to risk from fluctuating market psof certain commodity raw materials, particulgityd, that are used in our
manufacturing process and incorporated into ourpeaducts. Supplies for such commodities may frione{to-time become restricted, or
general market factors and conditions may affezfptficing of such commaodities. Over the past feargethe price of gold increased
significantly and certain of our supply chain pamassess surcharges to compensate for the c@imgnodity prices. We have been converting
some of our products to use copper wires instegmlofwires. Our results of operations may be ngtgrand adversely affected if we have
difficulty obtaining these raw materials, the qtyabf available raw materials deteriorates, oreheme significant price changes for these raw
materials. For periods in which the prices of these materials are rising, we may be unable to padfe increased cost to our customers w
would result in decreased margins for the produnctghich they are used and could have a materiarze effect on our net earnings. We also
may need to record losses for adverse purchase itorants for these materials in periods of declimniges. We do not enter into formal
hedging arrangements to mitigate against commoigity We estimate that a 10% increase or decreatbeicosts of raw materials such as gold,
subject to commodity price risk would decreasenordase our current year's net earnings by $1lBmihssuming that such changes in our
costs have no impact on the selling prices of esadpcts and that we have no pending commitmergsitchase metals at fixed prices.
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Item 8. Financial Statements and Supplementary Da

See Part IV, Item 15 "Exhibits and Financial StaatSchedules" for our consolidated financial sta&tets and the notes and schedules
thereto filed as part of this annual report.

Selected Quarterly Consolidated Financial Data

The following tables present our unaudited conséid financial information for each of the eighaders in the period ended June 30,
2014 . Net income per share for the four quartéesoh fiscal year may not sum to the total forfibeal year because of difference in the
number of shares outstanding during each period.oplerating results for any quarter should noilied upon as necessarily indicative of
results for any future period. We expect our qubrigperating results to fluctuate in future pesatue to a variety of reasons, including those
discussed in Item 1A. “Risk Factors.”

Quarter Ended

June 30, March 31, December 31, September 30,
2014 2014 2013 2013

(in thousands, except per share data)

Revenue $ 82,33( % 75,408 % 76,26 % 84,12
Gross profit $ 15,991 % 12,31 % 13,61¢ % 17,15!
Operating income (loss) $ 28 % (2,929 % 1,33 % 1,36¢
Net income (loss) $ 481 % (3299 % 16C % 307
Net income (loss) per share
Basic $ 0.09) % 0.1 % 0.01 % 0.01
Diluted $ (0.02) $ (0.159) $ 001 % 0.01
Quarter Ended
June 30, March 31, December 31, September 30,
2013 2013 2012 2012
(in thousands, except per share data)
Revenue $ 77,21: % 75,01t % 89,44¢ % 95,76!
Gross profit $ 13,21 $ 524t $ 2059« $  2553¢
Operating income (loss) $ (2,889 $ (13,20H % 4,89C % 9,81¢
Net income (loss) $ (4,067 $ (13,179 $ 3,71t % 7,942
Net income (loss) per share
Basic $ (0.16) % (052) % 0.1t % 0.3Z
Diluted $ (0.1e) % (052 % 014 $ 0.31
Item 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosur:

Not applicable.
Iltem 9A. Controls and Procedure:

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Cleirécutive Officer and Chief Financial Officer, &vated the effectiveness of our
disclosure controls and procedures (as definedulasRL3a-15(e) and 15d-15(e) under the Securitiebdhge Act of 1934, as amended, (the
“Exchange Act”)), as of the end of the period ce¢eby this report. Based on that evaluation, thief@®xecutive Officer and Chief Financial
Officer concluded that our disclosure controls prmtedures as of June 30, 2014 have been desigdeat@functioning effectively to provide
reasonable assurance that the information reqtored disclosed in the reports that we file or stilmder the Exchange Act is recorded,
processed, summarized and reported, within the pieneds specified in the SEC's rules and formd,that such information is accumulated and
communicated to our management, including our (biefcutive Officer and Chief Financial Officer, persons performing similar functions,
appropriate to allow timely decisions regardinguieed disclosure.

Management's Annual Report on Internal Control overFinancial Reporting
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Our management, including our Chief Executive @ffiand Chief Financial Officer, is responsible éstablishing and maintaining
adequate internal control over financial reportiag such term is defined in Exchange Act Rule 15#-and Rule 15d:5(f). Our internal contr
over financial reporting is a process designedtwide reasonable assurance regarding the retiabflifinancial reporting and the preparatior
our financial statements for external purposesgoedance with generally accepted accounting griesj and includes those policies and
procedures that (1) pertain to the maintenanceamrds that, in reasonable detail, accurately ainly feflect the transactions and dispositions of
our assets; (2) provide reasonable assurancedingbttions are recorded to permit preparatiomahtial statements in accordance with
generally accepted accounting principles, anddbateceipts and expenditures are made only inrdaoce with authorizations of our
management and directors; and (3) provide reaseraslurance regarding prevention or timely detectfainauthorized acquisition, use or
disposition of our assets that could have a mateffiect on our financial statements.

Our management, including our Chief Executive @ffiand Chief Financial Officer, assessed the éffecess of our internal control over
financial reporting as of June 30, 2014 . In perfiog this assessment, management used the cesdhlished in internal control (1992) issued
by the Committee of Sponsoring Organizations offtteadway Commission (COSO). Based upon this assggsour management has
concluded that, as of June 30, 2014 , our interoadrol over financial reporting was effective.

The effectiveness of the Company's internal comtver financial reporting as of June 30, 204 been audited by Grant Thornton LLF
independent registered public accounting firm,taked in their report, included on the followingypa

Limitation on the Effectiveness of Controls

While our disclosure controls and procedures atetrial control over financial reporting are desiye provide reasonable assurance
their respective objectives will be met, we do exgpect that our disclosure controls and proceduresir internal control over financial report
are or will be capable of preventing or detectitigearors and all fraud. Any control system, no taathow well designed and operated,
provide only reasonable, not absolute, assuramatdtth control system's objectives will be met.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control dir@ncial reporting that occurred during the quaegaded June 30, 201that hav
materially affected or are reasonably likely to enetly affect, our internal control over financi@porting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
Alpha and Omega Semiconductor Limited

We have audited the internal control over finangéglorting of Alpha and Omega Semiconductor Lim{@@ermuda corporation) and
subsidiaries (the “Company”) as of June 30, 20&4eH on criteria established in the 1992 Interwalt@l-Integrated Framework issued by the
Committee of Sponsoring Organizations of the Tread@ommission (COSO). The Company’s managemessgonsible for maintaining
effective internal control over financial reportingd for its assessment of the effectiveness efriat control over financial reporting, include:
the accompanying Management’s Annual Report onrateControl over Financial Reporting. Our respbiligy is to express an opinion on the
Company'’s internal control over financial reportimased on our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting Oversightr8d@nited States). Those standards
require that we plan and perform the audit to obteasonable assurance about whether effectivatteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordvelr financial reporting, assessing the risk
that a material weakness exists, testing and etiaduthe design and operating effectiveness ofmatiecontrol based on the assessed risk, and
performing such other procedures as we considereelssary in the circumstances. We believe thaawdit provides a reasonable basis for our
opinion.

A company'’s internal control over financial repodiis a process designed to provide reasonablesmssuregarding the reliability of financial
reporting and the preparation of financial statetséor external purposes in accordance with gelyeaatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (#aipeto the maintenance of records that, in
reasonable detail, accurately and fairly refleetttiansactions and dispositions of the assetseoddmpany; (2) provide reasonable assurance tha
transactions are recorded as necessary to perepiagation of financial statements in accordanch gaterally accepted accounting principles,
and that receipts and expenditures of the companigeing made only in accordance with authorizatimihmanagement and directors of the
company; and (3) provide reasonable assurancediagarevention or timely detection of unauthorizedjuisition, use, or disposition of the
company’s assets that could have a material effetihe financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or détaisstatements. Also, projections of any
evaluation of effectiveness to future periods aifgext to the risk that controls may become inadégbecause of changes in conditions, or that
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, Alpha and Omega Semiconductor Léahiand subsidiaries maintained, in all materigbeets, effective internal control over
financial reporting as of June 30, 2014, basedriberi@a established in the 1992 Internal Contrakgrated Framework issued by COSO.

We also have audited, in accordance with the stdsda the Public Company Accounting Oversight Blo@/nited States), the consolidated

financial statements of the Company as of andiferyear ended June 30, 2014, and our report daigdsA29, 2014 expressed an unqualified
opinion on those consolidated financial statemantsschedules.

/sl GRANT THORNTON LLP

San Francisco, California
August 29, 2014
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Iltem 9B. Other Information

None
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PART Il

Certain information required by Part Il is omittedm this Annual Report on Form 10-K because vterid to file our definitive proxy
statement for our next annual meeting of sharehs|geirsuant to Regulation 14A of the Securitieshaxge Act of 1934, as amended (the “
2014 Proxy Statement”), no later than 120 days #feeend of fiscal year 2014 , and certain infdfarato be included in the 2014 Proxy
Statement is incorporated herein by reference.

Item 10. Directors, Executive Officers and Corporate Governace

The information required by this item concerning dinectors, executive officers, Section 16 comptand corporate governance matters
is contained in part under the caption "Busindsgecutive Officers" in Part | of this report, argttremainder is incorporated by reference to the
information set forth in the sections titled “Eliect of Directors” and “Section 16(a) Beneficial Osvahip Reporting Compliance” in our 2014
Proxy Statement.

Item 11. Executive Compensatio

The information required by this item regarding@xése compensation is incorporated by refereno fthe information set forth under
the captions “Compensation of Non-Employee Dirextand “Executive Compensation,” in our 2014 Pr&gtement.

Item 12. Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matter

The information required by this item regardingwség ownership of certain beneficial owners anchagement is incorporated by
reference to the information set forth in the sectitled “Security Ownership of Certain Beneficiavners and Management” and “Equity
Compensation Plans” in our 2014 Proxy Statement.

ltem 13. Certain Relationships and Related Transactions, an®irector Independenc

The information required by this item regardingatetl party transactions and director independenicedrporated by reference from the
information set forth under the captions “Boardifectors and Committees of the Board", “RelatedyParansactions" and "Section 16(a)
Beneficial Ownership Reporting Compliance,” in @14 Proxy Statement.

Item 14. Principal Accounting Fees and Service

The information required by this item regardingipipal accountant fees and services is incorpotayeeference from the information set
forth under the caption “Principal Accounting Feesl Services” in our 2014 Proxy Statement.
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PART IV
Item 15. Exhibits and Financial Statement Schedule
(a) The following documents are filed as part @ #tmnual report:

(1) Consolidated Financial Statements. The indeakeaconsolidated financial statements is below.

Item Page

Report of Independent Registered Public Accourtfimg 60
Consolidated Balance Sheets 61
Consolidated Statements of Operations 62
Consolidated Statements of Comprehensive IncomssjLo 63
Consolidated Statements of Shareholders' Equity 64
Consolidated Statements of Cash Flows 65
Notes to the Consolidated Financial Statements 67

(2) Financial Statement Schedules.

Schedule |- Condensed Financial Information of Registrant 92
Schedule Il - Valuation and Qualifying accounts 97
(b) Exhibits

The exhibits listed on the accompanying Index thikixs in Item 15(b) below are filed as part of h@reby incorporated by reference
into, this Annual Report on Form 10-K.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
Alpha and Omega Semiconductor Limited

We have audited the accompanying consolidated talsineets of Alpha and Omega Semiconductor Linf@égermuda corporation) and
subsidiaries (the “Company”) as of June 30, 20112013, and the related consolidated statemermtsmprehensive income (loss), changes in
shareholders’ equity, and cash flows for each etlinee years in the period ended June 30, 201da@lits of the basic consolidated financial
statements included the financial statement sclkedisted in the index appearing under Item 15jaj{Bese financial statements and financial
statement schedules are the responsibility of hraganys management. Our responsibility is to expresspaman on these financial stateme
and financial statement schedules based on outsaudi

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBdUnited States). Those standards
require that we plan and perform the audit to obteasonable assurance about whether the finatateinents are free of material misstaten
An audit includes examining, on a test basis, exddesupporting the amounts and disclosures inithadial statements. An audit also includes
assessing the accounting principles used and ®ignifestimates made by management, as well asagivaj the overall financial statement
presentation. We believe that our audits provideagonable basis for our opinion.

In our opinion, the consolidated financial statetaeaferred to above present fairly, in all mateeapects, the financial position of Alpha and
Omega Semiconductor Limited and subsidiaries adsioé 30, 2014 and 2013, and the results of thelratipns and their cash flows for each of
the three years in the period ended June 30, 20&driformity with accounting principles generaltcapted in the United States of America.
Also in our opinion, the related financial statemschedules, when considered in relation to theelwamsolidated financial statements taken
whole, presents fairly, in all material respedts, information set forth therein.

We also have audited, in accordance with the stdsd# the Public Company Accounting Oversight Blo@inited States), the Company’s
internal control over financial reporting as of 880, 2014, based on criteria established in t82 1®ernal Control-Integrated Framework
issued by the Committee of Sponsoring Organizatifrtee Treadway Commission (COSO), and our regateed August 29, 2014 expressed an
unqualified opinion on the effectiveness of the @amy’s internal control over financial reporting.

/sl GRANT THORNTON LLP

San Francisco, California
August 29, 2014
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
CONSOLIDATED BALANCE SHEETS
(in thousands except par value per share)

June 30,
2014 2013
ASSETS
Current assets:
Cash and cash equivalents $ 117,78t $ 92,40¢
Restricted cash 244 204
Accounts receivable, net 36,53¢ 38,29¢
Inventories 66,56( 68,33¢
Deferred income tax assets 2,84: 3,03(
Other current assets 3,81( 3,57¢
Total current assets 227,77¢ 205,85!
Property, plant and equipment, net 123,25 138,11:
Intangible assets, net 22¢ 49¢
Goodwill 26¢ 26¢
Deferred income tax assets - long term 10,85¢ 10,82:
Other long-term assets 1,96: 767
Total assets $ 364,34¢ $ 356,32:
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Short term debt $ 13,82: $ 3,821
Accounts payable 38,76( 31,73¢
Accrued liabilities 17,37¢ 14,57
Income taxes payable 1,93: 1,47
Deferred margin 665 622
Capital leases 1,061 1,267
Total current liabilities 73,61¢ 53,49:
Long term debt — 13,57
Income taxes payable - long term 2,31t 3,692
Deferred income tax liabilities 3,23¢ 2,61:
Capital leases - long term 1,00t 19t
Deferred rent 1,145 1,30¢
Total liabilities 81,31 74,87(
Commitments and contingencies (Note 13)
Shareholders' equity:
Preferred shares, par value $0.002 per share:

Authorized: 10,000 shares; Issued and outstandimge at June 30, 2014 and 2013 — —
Common shares, par value $0.002 per share:

Authorized: 50,000 shares; Issued and outstan@®@44 shares and 26,304 shares at June 30,

2014 and 25,882 shares and 25,656 shares at Jupe1® 53 51
Treasury shares at cost; 340 shares at June 3022011226 shares at June 30, 2013 (2,889 (2,059
Additional paid-in capital 174,08 168,35:
Accumulated other comprehensive income 1,03: 957
Retained earnings 110,75 114,14

Total shareholders’ equity 283,03 281,45:
Total liabilities and shareholders’ equity $ 364,34t $ 356,32

The accompanying notes are an integral part obthessolidated financial statements.
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Revenue
Cost of goods sold
Gross profit

Operating expenses:
Research and development
Selling, general and administrative
Impairment of long-lived assets
Total operating expenses
Operating income (loss)

Interest income and other, net
Interest expense
Income (loss) before income taxes

Income tax expense
Net income (loss)

Net income (loss) per share
Basic
Diluted

Weighted average number of common shares usedripute net income

(loss) per share
Basic
Diluted

ALPHA AND OMEGA SEMICONDUCTOR LIMITED
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

Year Ended June 30,

2014 2013 2012
$ 318,12: $ 337,43 $ 342,29
259,05 272,85 259,12(
59,07 64,58t 83,16:
24,40¢ 27,83 30,63
34,85¢ 35,47: 35,80(
— 2,557 —
59,26« 65,86: 66,43(
(199 (1,275) 16,73t
124 76 105
(266) (372) (342)
(335) (1,574) 16,49¢
2,97¢ 4,001 3,581
$ (3,306 $ (5575 $ 12,917
$ .19 $ 022 $ 0.52
$ 0.19 $ 022 $ 0.5¢
25,95 25,34¢ 24,65¢
25,95; 25,34¢ 25,60¢

The accompanying notes are an integral part obthessolidated financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)
(in thousands)

Year ended June 30,

2014 2013 2012
Net income (loss) $ (3,308) % (5,57 $ 12,917
Other comprehensive income, net of tax
Foreign currency translation adjustment 76 (15) 38
Total comprehensive income (loss) $ (323) $ (5590 $ 12,95¢

The accompanying notes are an integral part okthessolidated financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(in thousands)

Convertible Preferred

Shares Common Shares Treasury Stock
Accumulated
Additional Other Total
Paid-In Comprehensive Retained Shareholders'
Shares Amount Shares Amount Shares Amount Capital Income Earnings Equity
Balance, June 30, 2011 — $ — 2461. $ 49 (500 $ (693 $ 153,000 $ 934  $106,95¢ $  260,25(
Exercise of
common stock
options and
release of RSUs — — 382 1 12 162 852 — — 1,01¢
Issuance of

common shares
under Employee
Stock Purchase
Plan — — 17z — — — 1,32¢ — — 1,324

Repurchase of

common shares

under shares

repurchase

program — — — — (297) (1,579 — — — (1,579
Share-based

compensation
expense — — — — — — 5,422 — — 5,422

Net income — — — — — — — — 12,917 12,917

Cumulative
translation
adjustment = = = = = — — 38 — 38

Balance, June 30, 2012 — — 25,16 5C (229) (2,109 160,60: 972 119,87¢ 279,39¢

Exercise of

common stock

options and

release of RSUs  — — 46¢ 1 — — 1,462 — — 1,46°

Reissuance of
Treasury Stock — — — — 4 55 (157) — (159) (255)

Issuance of

common shares

under Employee

Stock Purchase

Plan — — 247 — — — 1,62¢ — — 1,62¢

Repurchase of

common shares

under shares

repurchase

program — — — — (1) ®) — — — (5
Share-based

compensation

expense — — — — — — 4,81¢ — — 4,81¢

Net loss — — — — — — — — (5,579 (5,575

Cumulative
translation
adjustment — — — — — — — (15) — (15)

Balance, June 30, 2013 — — 25,88 51 (22¢) (2,059 168,35: 957 114,14! 281,45:

Exercise of

common stock

options and

release of RSUs  — — 511 1 — — 1,09¢ — — 1,09¢

Reissuance of
Treasury Stock — — — — 6 83 (316) — (83 (31¢)

Issuance of

common shares

under Employee

Stock Purchase

Plan — — 251 1 — — 1,57¢ — — 1,57¢

Repurchase of

common shares

under shares

repurchase

program — — — — (120) (91¢) — — — (91¢)

Share-based
compensation

expense — — — — — — 3,37t — — 3,37t
Net loss — — — — — — — — (3,309) (3,309)
Cumulative

translation

adjustment — — — — — — — 76 — 76

Balance, June 30, 2014 — $ — 2664 $ 53 (340 $(2,88) $ 174,08 $ 1,03:  $110,75« $ 283,03




The accompanying notes are an integral part obthessolidated financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)



Year Ended June 30,

2014 2013 2012
Cash flows from operating activities
Net income (loss) $ (3,30 % (5,57 % 12,917
Adjustments to reconcile net income (loss) to reshcprovided by operating
activities:
Depreciation 27,51 28,82¢ 24,69:
Amortization 36& 532 571
Allowance for doubtful accounts (36%) — 55¢
Share-based compensation expense 3,37¢ 4,81¢ 5,42
Deferred income taxes, net 77¢ 1,02: (1,469
(Gain)/loss on disposal of property and equipment (160 45 8
Impairment of long-lived assets — 2,557 —
Changes in assets and liabilities:
Accounts receivable 2,12¢ 552 3,094
Inventories 1,77¢ (2,56)) 1,632
Other current and long-term assets (2,429 2,092 1,327
Accounts payable 5,517 1,76t (20,76¢)
Income taxes payable (91€) (694) 39¢
Accrued and other liabilities 2,36¢ (5,37¢) 4,49¢
Net cash provided by operating activities 37,64 28,00" 32,88:
Cash flows from investing activities
Acquisition, net of cash acquired — — (21,330
Purchase of property and equipment (9,395 (17,579 (36,319
Proceeds from sale of property and equipment 244 263 —
Restricted cash released (placed) (40) 32 (183
Investment in a privately held company — — (200)
Net cash used in investing activities (9,190 (17,279 (57,93)
Cash flows from financing activities
Proceeds from exercise of stock options and ESPP 2,67¢ 3,08¢ 2,34(
Payment for repurchase of common shares (91¢) 5) (1,579
Proceeds from borrowings — 25C 48,80(
Repayments of borrowings (3,57)) (2,859 (28,799
Principal payments on capital leases (1,267 (967) (30€)
Net cash provided by (used in) financing activities (3,08)) (485) 20,46:
Effect of exchange rate changes on cash and cashueglents 10 4 46
Net increase (decrease) in cash and cash equivakent 25,38: 10,24( (4,547)
Cash and cash equivalents at beginning of year 92,40¢ 82,16¢ 86,70¢
Cash and cash equivalents at end of year $ 117,78¢  $ 92,40t % 82,16¢
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Year Ended June 30,

2014 2013 2012

Supplemental disclosures of cash flow information:

Cash paid for interest $ 304 % 418 $ 34z

Cash paid for income taxes $ 258 % 3,77¢ % 4,87¢
Supplemental disclosures of non-cash investing arfitiancing information:

Property and equipment purchased but not yet paid $ 3,39C % 1,82 % 8,50¢

Property and equipment acquired under capital ease $ 1,921 % 377 % 1,91¢

Reissuance of Treasury Stock $ 83 ¢ 258 % —

The accompanying notes are an integral part obthessolidated financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. The Company and Significant Accounting Policies

The Company

Alpha and Omega Semiconductor Limited and its glilses (the “Company”, "AOS", "we" or "us") desigtevelop and supply a broad
range of power semiconductors. The Company's pgiarthd products targets high-volume applicatiomgluding personal computers, flat panel
TVs, LED lighting, smart phones, battery packs,stoner and industrial motor controls and power dapgbr TVs, computers, servers and
telecommunications equipment. The Company condisctgperations primarily in the United States of éima (“USA”), Hong Kong, Macau,
China, Taiwan, Korea and Japan.

Basis of Preparatior

The consolidated financial statements include tdoeants of the Company and its wholly-owned subsiels after elimination of inter-
company balances and transactions. The consolifiagttial statements have been prepared in cotitfpmith accounting principles generally
accepted in the United States of America ("U.S. GAA

Use of Estimates

The preparation of our consolidated financial stegets in conformity with U.S. GAAP requires the Quany to make estimates,
judgments and assumptions that affect the reparealints of assets, liabilities, revenue and exgeisethe extent there are mate
differences between these estimates and actudissethie Company's consolidated financial statemetilt be affected. On an ongoing basis, the
Company evaluates the estimates, judgments anchptisas including those related to stock rotatietums, price adjustments, allowance for
doubtful accounts, inventory reserves, warrantywalcincome taxes, share-based compensation,safdl lives for property, plant and
equipment and intangible assets.

Foreign Currency Transactions and Translation

Most of the Company's principal subsidiaries us®. dollars as their functional currency becausg trensactions are primarily conducted
and settled in U.S. dollars. All of their revenaesl a significant portion of their operating expgenare denominated in U.S. dollars. The
functional currencies for the Company's in-housekpging and testing facilities in China are U.Slats, and a significant majority of their
capital expenditures are denominated in U.S. dolleoreign currency transactions are translatedti functional currencies using the
exchange rates prevailing at the dates of thedriosis. Foreign exchange gains and losses, mggfitim the settlement of such transactions
and from the remeasurement of monetary assetsatilities denominated in foreign currencies usixghange rates at balance sheet date and
non-monetary assets and liabilities using histbegahange rates, are recognized in the staternéoierations.

For the Company's subsidiaries which use the lomakncy as their functional currency, their resaltd financial position are translated
into U.S. dollars using exchange rates at balaheetslates for assets and liabilities and usingegesexchange rates for income and expenses
items. The resulting translation differences aesented as a separate component of accumulatedcothprehensive income (loss) in
shareholders' equity.

Cash and Cash Equivalents

Cash and cash equivalents primarily consist of oashand and short-term bank deposits with origimaturities of three months or less.
Cash equivalents are highly liquid investments wtdted maturities of three months or less aseftitites of purchase. The carrying amounts
reported for cash and cash equivalents are corsiderapproximate fair values based upon theirtshaturities.

Cash and cash equivalents are maintained withabfgumajor financial institutions. If, due to curte@conomic conditions or other factors,
one or more of the financial institutions with whithe Company maintains deposits fails, the Comparash and cash equivalents may be at
risk. Deposits with these banks may exceed the atraftinsurance provided on such deposits; howeliese deposits typically may be
redeemed upon demand and, therefore, bear miniskal r

Accounts Receivabl
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The allowance for doubtful accounts is based oassssent of the collectibility of accounts receieatbbm customers. The Company
reviews the allowance by considering factors sichistorical collection experience, credit qualdge of the accounts receivable balances and
current economic conditions that may affect a qustts ability to pay. The Company writes off a reable and charges against its recorded
allowance when it has exhausted its collectionreffavithout success.

Fair Value Measurements

Fair value is defined as the exchange price thatdvioe received for an asset or paid to transfebdity (an exit price) in the principal or
most advantageous market for the asset or lialilign orderly transaction between market partitipan the measurement date. Valuation
techniques used to measure fair value must maxithzese of observable inputs and minimize theofismobservable inputs. The fair value
hierarchy is based on three levels of inputs, dttvihe first two are considered observable andatieunobservable, that may be used to
measure fair value, which are the following:

« Level 1 -Quoted prices in active markets for identical assetiabilities

e Level 2 - Inputs other than Level 1 that areesbable, either directly or indirectly, such as tabprices for similar assets or
liabilities; quoted prices in markets that are active; or other inputs that are observable orbmnorroborated by observable mai
data for substantially the full term of the assethabilities.

« Level 3 - Unobservable inputs that are suppdbietittle or no market activity and that are sfggant to the fair value of the assets or
liabilities.

Fair Value of Financial Instruments

The fair value of cash equivalents are based oarehble market prices and have been categorizeehiel 1 in the fair value hierarchy.
Cash equivalents consist primarily of short termkbdeposits. The carrying values of financial instents such as cash and cash equivalents,
accounts receivable and accounts payable appraitieitr carrying values due to their short-termuriiés. The carrying value of the
company's debt is considered a reasonable estohée value which is estimated by considering therent rates available to the Company for
debt of the same remaining maturities, structucetarms of the debts.

Inventories

The Company carries inventories at the lower of (aetermined on a first-in, first-out basis) orrket value. Cost includes semiconductor
wafer and raw materials, labor, depreciation expgm@sid other manufacturing expenses and overhea@gaakaging and testing fees paid to
third parties if subcontractors are used. Inventesgerves are made based on the Company's pemetbev of inventory quantities on hand as
compared with its sales forecasts, historical usagieg of inventories, production yield levels analrent product selling prices. If actual mar
conditions are less favorable than those forecdstedanagement, additional future inventory writevds may be required that could adversely
affect the Company's operating results. Inventesgrves once established are not reversed untilédted inventory has been sold or scrapped.

Property, Plant and Equipmer

Property, plant and equipment are stated at histbcost less accumulated depreciation. Histodoat includes expenditures that are
directly attributable to the acquisition of thenite and the costs incurred to make the assets featheir intended use.

Depreciation is provided for on a straight-lineibasser the estimated useful lives of the relatesbts as follows:

Building 20 years
Manufacturing machinery and equipment 3 to déry
Equipment and tooling 5 years
Computer equipment and software 3to 5 years
Office furniture and equipment 5 years
2 to 15 years based on shorter of expected econgsefal life
Leasehold improvements or the lease term

Equipment and construction in progress represarnpegent received but necessary installation hadeen fully performed or leasehold
improvements have been started but not yet conthl&guipment and construction in progress aredtateost and transferred to respective
asset class when fully completed and ready for thegnded use.
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Internal use software development costs are cigathto the extent that the costs are directly @ased with the development of
identifiable and unique software products contrbliy the Company that will probably generate ecdodranefits beyond one year. Costs
incurred during the application development stager@quired to be capitalized. The application tigwment stage is characterized by software
design and configuration activities, coding, tegptimd installation. Training costs and maintenareeexpensed as incurred, while upgrades and
enhancements are capitalized if it is probablegbah expenditures will result in additional funcidlity. Costs included employee costs incu
and fees paid to outside consultants for the softwdavelopment and implementation. Internal devedogpmputer software is amortized over its
estimated useful life of five years starting frame tlate when it is ready for its intended use.

Gains and losses on disposals are determined bparomg the proceeds with the carrying amount ardecognized as selling, general
administrative expenses in the statements of dpasatCosts of maintenance and repairs that dowpbve or extend the lives of the respective
assets are expensed as incurred.

Business Combination

The Company accounts for business combinationg k@acquisition method of accounting which reggithe acquirer of a business to
recognize and measure in its financial stateméetsdientifiable assets acquired, the liabilitiesuased and any noncontrolling interest in the
acquiree, measured at their fair values as of ¢haisition date. Under ASC 805, the Company recgcontingent consideration arrangements
at their acquisition-date fair values with subsetjuhanges in fair value reflected in earningspgaizes pre-acquisition loss and gain
contingencies at their acquisition-date fair val(veish certain exceptions), capitalizes in-processearch and development assets, expenses
acquisition-related transaction costs as incuiaad,limits the capitalization of acquisition-reldtestructuring as of the acquisition date. In
addition, changes in accounting for deferred tasetgaluation allowances and acquired income taenainties after the measurement period
are recognized in earnings rather than as an atgms$tto the cost of acquisition.

Impairment of Lon¢-Lived Assets

Long-lived assets or asset groups are revieweithiogirment whenever events or changes in circurnstaimdicate that the carrying
amount of an asset might not be recoverable. Fatiiat would necessitate an impairment assessmaate a significant decline in the
observable market value of an asset, a significhange in the extent or manner in which an assetdd, or any other significant adverse chz
that would indicate that the carrying amount ofiaeet or group of assets may not be recoverableré\guch factors indicate potential
impairment, the recoverability of an asset or ageaip is assessed by determining if the carryalgevof the asset or asset group exceeds the
sum of the projected undiscounted cash flows expletct result from the use and eventual disposidfdhe assets over the remaining economic
life. The impairment loss is measured based odliffierence between the carrying amount and estichfir value.

Goodwill

Goodwill and intangible assets with indefinite usdifzes are not amortized, but are tested for impeant at least annually, or whenever
changes in circumstances indicate that the carigingunt of goodwill or intangible assets may notdmverable. These tests are performed at
the reporting unit level using a two-step, fairan@based approach. In testing for a potential impeat of goodwill, the Company first compares
the carrying value of assets and liabilities toekBmated fair value. If estimated fair valuedisd than carrying value, then potential impairment
exists. The amount of any impairment is then cabeal by determining the implied fair value of godtusing a hypothetical purchase price
allocation, similar to that which would be appliéd were an acquisition and the purchase prics eguivalent to fair value as calculated in the
first step. Impairment is equivalent to any exagfsgoodwill carrying value over its implied fair .

The process of evaluating the potential impairnoémgfoodwill requires significant judgment at margings during the analysis, including
calculating fair value of each reporting unit basadestimated future cash flows and discount ftatée applied.

Intangible Assets

Intangible assets are stated at cost less accledwdatortization. Intangible assets include pat@ntsexclusive technology rights, trade
names and customer relationships. Intangible assgtdinite lives are amortized on a straight-lin&sis over the estimated periods of benefit, as
follows:
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Patents and exclusive technology rights 3to 7 years
Trade name 3 years
Customer relationships 4 years

The Company evaluates its finite-lived intangibdsets for impairment whenever events or changeisdgnamstances indicate that the
carrying amount of such assets may not be recoker@bcoverability of assets to be held and usetkizsured by a comparison of the carrying
amount of an asset group to future undiscountedasdt flows expected to be generated by the assgh.gf such assets are considered to be
impaired, the impairment to be recognized is messby the amount by which the carrying amount efdbsets exceeds the fair value of the
assets. Assets to be disposed of are reported livtler of the carrying amount and fair value lessts to sell.

Revenue Recognitio

The Company recognizes revenue when there is p@veuavidence that an arrangement exists, delivasyoccurred, the price to the bu
is fixed or determinable and when collectabilitydasonably assured. The Company recognizes revemere product is shipped to the custor
net of estimated stock rotation returns and préjestments that it expects to provide to certastritiutors.

The Company sells its products primarily to disitdrs, who in turn sell the products globally toigas end customers. The Company
allows stock rotation returns from certain disttdng. Stock rotation returns are governed by cohtxad are limited to a specified percentage of
the monetary value of products purchased by digtils during a specified period. The Company rexardallowance for stock rotation returns
based on historical returns and individual distido@greements. The Company also provides speawi@hg to certain distributors, primarily
based on volume, to encourage resale of the Corfgpprgducts. The Company estimates the expected adjustments at the time revenue is
recognized based on distributor inventory levels;gpproved future distributor selling prices, digttor margins and demand for its products. If
actual stock rotation returns or price adjustméifter from their estimates, adjustments may bered in the period when the actual
information is known. Allowance for price adjustnteis recorded against accounts receivable angrthesion for stock rotation rights is
included in accrued liabilities on the consolidalbetance sheets.

Revenue from certain distributors is deferred uh#l distributor resells the products to end custsmue to price protection adjustments
and right of returns that cannot be reliably meaduihe deferred revenue, net of the associatedrddfcost of the inventory, is recorded as
deferred margin on the consolidated balance sheets.

Packaging and testing services revenue is recagjnigen shipment of serviced products to the custome

Product Warranty

The Company provides a standard one-year warranthé products it sells. The Company accruesstmated warranty costs at the
time revenue is recognized. The Company's warralpligation is affected by product failure ratefadaand material costs for replacing
defective parts, related freight costs for failedte and other quality assurance costs. The Companitors its product returns for warranty
claims and maintains warranty reserves based toric&l experiences and anticipated warranty cldinmvn at the time of estimation.

Shipping and Handling Cost
Shipping and handling costs are included in cogfoaids sold.

Research and Developme

Research and development costs are expensed a@hcu

Provision for Income Taxe:

Income tax expense or benefit is based on inconessrbefore taxes. Deferred tax assets and tiabikire recognized principally for the
expected tax consequences of temporary differdmegeen the tax basis of assets and liabilitiestlagid reported amounts.

The Company is subject to income taxes in a humbgrrisdictions. Significant judgment is requireddetermining the worldwide
provision for income taxes. There are many trans@gtand calculations for which the ultimate tatedaination is
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uncertain during the ordinary course of businebg. Company establishes accruals for certain tatirgancies based on estimates of whether
additional taxes may be due. While the final tatcome of these matters may differ from the amothaswere initially recorded, such
differences will impact the income tax and defett@dprovisions in the period in which such deteaion is made.

Significant management judgment is also requiregkitermining whether deferred tax assets will ladized in full or in part. When it is
more likely than not that all or some portion oésffic deferred tax assets such as net operatssgoor research and experimentation tax credit
carryforwards will not be realized, a valuatioroalance must be established for the amount of tferréel tax assets that cannot be realized. We
consider all available positive and negative evigeon a jurisdiction-by-jurisdiction basis whenessing whether it is more likely than not that
deferred tax assets are recoverable. We consiiigree such as our past operating results, theeexs of cumulative losses in recent years and
our forecast of future taxable income.

The Financial Accounting Standards Board, or FAS8J)ed guidance which clarifies the accountingrfoome taxes by prescribing a
minimum probability threshold that a tax positioashmeet before a financial statement benefitdegrized. The minimum threshold is defined
as a tax position that is more likely than not éoslistained upon examination by the applicableggauthority, including resolution of any
related appeals or litigation processes, basetetethnical merits of the position. The tax bdrefbe recognized is measured as the largest
amount of benefit that is greater than fifty petdékely to be realized upon ultimate settlementhaugh the guidance on the accounting for
uncertainty in income taxes prescribes the usere€agnition and measurement model, the determimati whether an uncertain tax position
met those thresholds will continue to require digant judgment by management. If the ultimate k&son of tax uncertainties is different from
what is currently estimated, a material impactraoime tax expense could result.

Our provision for income taxes is subject to vditgteand could be adversely impacted by changesamings or tax laws and regulations in
various jurisdictions. We are subject to the camtiis examination of our income tax returns by tierhal Revenue Service and other tax
authorities. We regularly assess the likelihoodaferse outcomes resulting from these examinatmdstermine the adequacy of our provision
for income taxes. To the extent that the finaldatcome of these matters is different from the am®tecorded, such differences will impact the
provision for income taxes in the period in whiciftls determination is made. The provision for incdaenes includes the impact of changes to
reserves, as well as the related net interest andlfes.

Share-based Compensation Expense

The Company recognizes expense related to shaee-bampensation awards that are ultimately expdotedst based on estimated fair
values on the date of grant using the Black-Schobion valuation model. Share-based compensaftiparese is recognized on the accelerated
vesting attribution basis over the requisite seryeriod of the award, which generally equals #eting period.

The Company maintains an equity-settled, stased compensation plan which grants share opimthgestricted share units (the "RSL
to employees, directors and consultants. In May2@iie Company adopted the Employee Share Puréttas€the "ESPP"). The fair value of
RSUs is based on the fair value of the Companytmuon share on the date of grant. The fair valuesawk options and common stock issued
under the ESPP are determined at the date of gsang the Black-Scholes option valuation model.

The Company determined the weighted average vatuassumptions as follows:

» Expected terrrlt is determined by using the historical data afustry peers as adjusted for expected changesurefaxercise
patterns.

» Forfeiture rate.t is estimated based on the historical averageg®ef time that the awards were outstanding anieiied. The
estimate of forfeitures is adjusted over the rdatpigervice period to the extent that actual foufeis differ, or are expected to differ,
from the prior estimates. Changes in estimatecbitorfes are recognized in the period of changerapdct the amount of stock
compensation expenses to be recognized in futuiedse which could be material if actual result§edisignificantly from our
estimates.

* Volatility. It is estimated based on that of the publicly tchdleares of industry peers over a period equivatetite expected term of
the stock awards granted.

* Riskfree interest ratelt is based on the yields of U.S. Treasury se@gitvith maturities similar to the expected ternthef awards
granted.
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» Dividend yieldlt is zero as the Company has never declared drgmai dividends and currently has no intentionay gividends in th
foreseeable future.

Advertising

Advertising expenditures are expensed as incuiedertising expense was $0.3 million , $0.5 millicand $0.3 milliorfor the fiscal yeai
ended June 30, 2014, 2013, and 2012, respectively.

Comprehensive Income (Loss)

Comprehensive income (loss) is defined as the aangquity of a business enterprise during a gefrimm transactions and other events
and circumstances from non-owner sources. The Coytgpaccumulated other comprehensive income (lms®ists of cumulative foreign
currency translation adjustments.

Leases

Leases entered into by the Company as a lessetaasified as capital or operating leases. Ledsgtgransfer substantially the entire ri
and benefits incidental to ownership are classifiedapital leases. At the inception of a capiasé, an asset and an obligation are recordet
amount equal to the lesser of the present valtieeominimum lease payments and the asset’s fakehaalue at the beginning of each lease.
Rental payments under operating leases are expassadurred.

Risks and Uncertaintie:

The Company is subject to certain risks and unicgiéa. The Company believes changes in any ofal@ving areas could have a
material adverse effect on the Company's fututanfinal position or results of operations or castw: new product development, including
market receptiveness, operation of in-house maturiag facilities, litigation or claims against t@®mpany based on intellectual property,
patent, product regulatory or other factors, coitipatfrom other products, general economic condii the ability to attract and retain qualified
employees and ultimately to sustain profitable apens.

The semiconductor industry is characterized bydrégihnological change, competition, competitivieipg pressures and cyclical market
patterns. The Company's financial results are tfteby a wide variety of factors, including geneaednomic conditions specific to the
semiconductor industry and the Company's particukanket, such as the personal computing (PC) ngriteg timely implementation of new
products, new manufacturing process technologytlaadbility to safeguard patents and intellectuapprty in a rapidly evolving market. In
addition, the semiconductor market has historidadign cyclical and subject to significant econoddwnturns. As a result, the Company may
experience significant period-to-period fluctuaton operating results due to the factors mentiai®xe or other factors.

The Company has transitioned from a fabless tab-lite” business model by completing the acquisitf the Oregon fab on January 31,
2012. Under this model, the Company allocates @&&wmanufacturing requirements to both in-hougmacity and selected thingiarty foundries
The Company also deploys and implements its prtagyigoower discrete processes and equipment dtplairty foundries to maximize the
performance and quality of its products.

The Company's revenue may be impacted by its abdlibbtain adequate wafer supplies from thirdyp&ostindries and utilize wafer
production and packaging and testing capacity fitarim-house facilities. Currently the Company'smthird-party foundry is Shanghai Hua
Hong Grace Electronic Company Limited, or HHGrdoeated in Shanghai, China. HHGrace has been metuwifag wafers for the Company
since 2002. HHGrace manufactured 28.6% and 37faeavafers used in the Company's products fofisisal year ended June 30, 2014 and
2013, respectively. Although the Company beliehas its volume of production allows the Compangégure favorable pricing and priority in
allocation of capacity in its thirgarty foundries, if the foundries' capacities ayastrained due to market demands, HHGrace, togefitteothel
foundries from which the Company purchases wafaeg, not be willing or able to satisfy all of the@pany's manufacturing requirements on a
timely basis and/or at favorable prices. The Comgpamlso subject to the risks of service disrupgiand raw material shortages by its foundries.
Such disruptions, shortages and price increasdd baum the Company's operating results. In aduitivanufacturing facilities' capacity affects
the Company's gross margin because the Compargeha fixed costs associated with its Oregondfadh in-house packaging and testing
facilities. If the Company fails to utilize its mafiacturing facilities' capacity at a desirable leits financial condition and results of operagon
will be adversely effected.
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Recent Accounting Pronouncemen

In July 2013, the Financial Accounting Standardaf8dthe “FASB”) issued Accounting Standards Upd&&sU") 2013-11Income
Taxes (Topic 740) Presentation of an UnrecognizedBenefit When a Net Operating Loss Carryforwar&jmilar Tax Loss ,or a Tax Credit
Carryforward Exists The new guidance requires the netting of unreizegntax benefits ("UTBs") against a deferred tsseh for a loss or other
carryforward that would apply in settlement of theeertain tax positions. Under the new standard$)ill be netted against all available
same-jurisdiction loss or other tax carryforwatust twould be utilized, rather than only againstydfarwards that are created by the UTBs. The
ASU is effective for fiscal years, and interim pel$ within those years, beginning after Decembef@53. Early adoption is permitted. The
ASU should be applied prospectively to all unredpgd tax benefits that exist at the effective dRietrospective application is permitted. The
adoption of this guidance did not have impact onfmancial position, results of operations or céelws.

In May 2014, the FASB issued ASU No. 2014-B@yvenue from Contracts with Custom@fsSU 2014-09"). The standard provides
companies with a single model for use in accourfiimgevenue arising from contracts with custonserd supersedes current revenue
recognition guidance, including industry-speciwenue guidance. The core principle of the modil iecognize revenue when control of the
goods or services transfers to the customer, agsepito recognizing revenue when the risks androsateansfer to the customer under the
existing revenue guidance. ASU 2014-09 is effedidreannual reporting periods beginning after Delsend5, 2016. Early adoption is not
permitted. The guidance permits companies to edpply the requirements retrospectively to all pperiods presented, or apply the
requirements in the year of adoption, through awdative adjustment. The Company is in the prooégvaluating the impact of adoption on its
consolidated financial statements.
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2. Net Income (loss) Per Share

Basic net income (loss) per share is computed ubmgveighted-average number of common sharesanwlisig during the period. Diluted
net income (loss) per share is computed using #ighted-average number of common shares outstanaliugypotential shares of common
stock during the period. Potential shares of comstook include dilutive shares attributable todlssumed exercise of share options, ESPP
shares and vesting of RSUs using the treasury st@tkod and contingent issuances of common shelasd to convertible preferred shares, if
dilutive. Under the treasury stock method, potétinmon shares outstanding is not included irctimaputation of diluted net income per sh
if their effect is anti-dilutive.

The following table presents the calculation ofibasid diluted net income (loss) per share attablatto common shareholders:

Year Ended June 30,
2014 2013 2012

(in thousands, except per share data)

Numerator:
Net income (loss) $ (3,30¢) $ (5,57%) $ 12,91°

Denominator:
Basic:

Weighted average number of common shares usedripute
basic net income (loss) per share 25,95; 25,34¢ 24.,65¢

Diluted:

Weighted average number of common shares usedripute
basic net income (loss) per share 25,95 25,34¢ 24,65¢

Effect of potentially dilutive securities:
Stock options, RSUs and ESPP shares — — 95(

Weighted average number of common shares usedripute
diluted net income (loss) per share 25,95; 25,34¢ 25,60¢

Net income (loss) per share:
Basic $ (0.19) % (0.22) % 0.52
Diluted $ (0.19) $ (0.22) $ 0.5C

The following potential dilutive securities werecixded from the computation of diluted net inconesg) per share as their effect would
have been anti-dilutive:

Year Ended June 30,

2014 2013 2012

(in thousands)
Employee stock options and RSUs 3,94( 3,45¢ 2,697
ESPP to purchase common shares 601 524 344
Total potential dilutive securities 4,541 3,98( 3,03¢
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3. Concentration of Credit Risk and Significant Cusomers

The Company manages its credit risk associatedexpiosure to distributors and direct customersudstanding accounts receivable
through the application of credit approvals, crediings and other monitoring procedures. In samstances, the Company also obtains letters of
credit from certain customers.

Credit sales, which are mainly on credit terms®f@60 days are only made to customers who meet the Comperedit standards, whi
sales to new customers or customers with low cratlitgs are usually made on an advance paymeist Gd® Company considers its financial
assets to be of good credit quality because itdigtyibutors and direct customers have long-stambisiness relationships with the Company
and the Company has not experienced any signiflzzchdebt write-offs of accounts receivable inghst. The Company closely monitors the
aging of accounts receivable from its distributansl direct customers, and regularly reviews thearfcial positions, where available.

Summarized below are individual customers whosermeg or accounts receivable balances were 10%gbeihihan the respective total
consolidated amounts:

Year Ended June 30,

Percentage of revenue 2014 2013 2012
Customer A 21.€% 24.2% 24.(%
Customer B 43.1% 41.€% 40.9%
Customer C 11.€% 13.(% 13.€%
June 30,

Percentage of accounts receivable 2014 2013
Customer A 23.1% 33.8%
Customer B 30.£% 22.%
Customer C 17.%% 19.€%
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4. Balance Sheet Components

Accounts receivabli

June 30,
2014 2013
(in thousands)
Accounts receivable 51,12¢ $ 52,20
Less: Allowance for price adjustments (14,567 (13,157
Less: Allowance for doubtful accounts (30 (752)
Accounts receivable, net 36,53t $ 38,29¢
Inventories
June 30,
2014 2013
(in thousands)
Raw materials 18,99¢ $ 17,24¢
Work in-process 36,00: 38,61¢
Finished goods 11,56 12,47:
66,56( $ 68,33¢
Property, plant and equipmet
June 30,
2014 2013
(in thousands)
Land 495( $ 4,95(
Building 4,10¢ 4,10¢
Manufacturing machinery and equipment 161,35: 156,95¢
Equipment and tooling 10,48¢ 10,35¢
Computer equipment and software 19,31¢ 16,14(
Office furniture and equipment 1,64: 1,55¢
Leasehold improvements 25,15¢ 24,06¢
227,01. 218,13
Less accumulated depreciation (114,659 (87,180)
112,35: 130,95
Equipment and construction in progress 10,90( 7,15¢
Property, plant and equipment, net 12325« § 138,11

Total depreciation expense, including those reltdezipital leases, was $27.5 million , $28.8 willand $24.7 million for fiscal year
2014, 2013 and 2012 , respectively.

The gross amount of computer software recordedruragjstal leases was $5.7 million and $3.9 millzomd the related accumulated
depreciation was $3.5 million and $2.6 millionspectively, at June 30, 2014 and 2013 .

The Company capitalized $ 1.1 million , $ 0.3 roitliand $0.6 million of software development costditcal year 2014 , 2013 and 2012,
respectively. Amortization of capitalized softwalevelopment costs was $ 0.4 million , $ 0.9 millord $0.9 million for fiscal year 2014 , 2013
and 2012 , respectively. Unamortized capitalizdtivgoe development costs at June 30, 2014 and 2@i8 $ 1.4 million and $ 0.6 million ,
respectively.

76




Impairment of lon¢-lived assets, intangible assets, and goodwiill

During the fiscal year ended June 30, 2013, irtliaflthe unfavorable market conditions particulagiating to the accelerated decline of
the personal computing (PC) market, the Compangucted an in-depth analysis of its strategic pliaits review, the Company reconsidered
the key assumptions in its overall strategic bussrend manufacturing capacity plans in light ofdbetinued declines in the PC market. As a
result, the Company revised its PC related revamaevolume outlook as well as manufacturing capaeijuirements. These material changt

the Company's outlook and plans, which the Compeayable to determine in the third quarter of fi@€d 3, triggered an impairment review of
its long-lived assets.

The Company determined that the related estimatdscounted cash flows were not sufficient to recdfie carrying value of certain
manufacturing machinery and equipment primarilytfa packaging of its PC related products. Theageremaining useful life of those
impaired assets was approximately two years . Tdrapgany estimated the fair values of those longdli@ssets based on net realizable values of
similar machinery and equipment recently transabtethird-party used-machine brokers and recoraeasaet impairment charge of
approximately $2.6 million to reduce the relatetyiag amount to its estimated fair value as ofttiied quarter ended March 31, 2013 .

The Company re-evaluates its long-lived assetangible assets and goodwill for impairment durimg fiourth quarter of every fiscal year.
During the fiscal year of 2014, 2013 and 2012,Gleenpany recorded $0 , $2.6 million and $0 , respelgt for impairment of long-lived assets.
There was no indication of intangible assets aratigdl impairment for the fiscal year of 2014, 2048d 2012.

Intangible asset:

June 30,
2014 2013
(in thousands)

Patents and exclusive technology rights $ 1,34¢ $ 1,24¢
Trade name 25C 25C
Customer relationships 1,15(C 1,15(C
2,74¢ 2,64¢

Less accumulated amortization (2,519 (2,157)
Intangible assets, net $ 22¢  § 49¢€

The gross amount of the exclusive technology rigiterded under capital lease was $1.3 milliongha@ million and the related
accumulated amortization was $1.2 million and $iilfion , respectively, at June 30, 2014 and 2013 .

Amortization expense for intangible assets, inelgdhose related to capital lease, was $0.4 milli®.5 million and $0.6 million for the
years endeJune 30, 2014 , 2013 and 2012 , respectively.

Future minimum amortization expense of intangildsess is as follows:

Year ending June 30, (in thousands)

2015 $ 184

2016 45
$ 22¢

Goodwill
The changes in the carrying value of goodwill iSadlews (in thousands):
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(in thousands)

Balance at June 30, 2012 $ 26¢
Addition: —
Balance at June 30, 2013 26¢
Addition: —
Balance at June 30, 2014 $ 26¢
Other long-term assets
June 30,
2014 2013
(in thousands)
Prepayments for property and equipment $ 1,43t $ 77
Investment in a privately held company 10C 10C
Deferred debt issuance cost — 91
Office leases deposits 42¢ 49¢
$ 1,96 $ 767
Accrued liabilities
June 30,
2014 2013
(in thousands)
Accrued compensation and benefit $ 487¢ % 3,77¢
Accrued vacation 1,771 2,07¢
Accrued bonuses 1,87: 88C
Warranty accrual 1,34¢ 1,42¢
Stock rotation accrual 1,64¢ 1,572
Accrued professional fees 1,001 1,171
ESPP payable 328 35¢
Customer deposits 104 125
Accrued inventory 59C 28t
Accrued facilities related expenses 1,35: 1,01t
Other accrued expenses 2,48¢ 1,89:
$ 17,37¢  $ 14,57
The activities in warranty accrual, included inraed liabilities is as follows:
Year Ended June 30,
2014 2013 2012
(in thousands)
Beginning balance $ 1,42¢ % 1,55¢ $ 664
Addition 1,267 1,39¢ 1,617
Utilization (1,349 (1,527 (725)
Ending balance $ 1,34¢ $ 1,42¢ $ 1,55¢

The activities in stock rotation accrual, includecccrued liabilities is as follows:
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Beginning balance
Addition
Utilization

Ending balance
Deferred margin

Deferred margin consists of the following:

Deferred revenue
Deferred costs

Deferred margin

Capital leases

Capital lease liabilities include the following:

Computer software
Exclusive technology rights

Less current portion
Capital leases - long-term portion

Year Ended June 30,

2014 2013 2012
(in thousands)
$ 157 $ 203 % 1,88(
5,00¢ 5,751 5,16¢
(4,939 (6,21) (5,019
$ 1,648 3 157 % 2,03
June 30,
2014 2013
(in thousands)

$ 1,00¢ % 957

(339) (335)

$ 665 9 622

June 30,
2014 2013
(in thousands)

$ 1,966 $ 1,34¢
10C 11¢
2,06¢ 1,46:
(1,067 (1,267
$ 1,008 $ 19t

The computer software and exclusive technologytsighder capital leases were included in propetant and equipment and intangible

assets, respectively.

Future minimum lease payments at June 30, 2014sdi@lows:

Year ending June 30,

2015

2016

2017

2018

2019

Thereafter

Total minimum lease payments
Less amount representing interest

Total capital lease liabilities
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(in thousands)

$ 1,12¢
97t

25

25

25

2,17:
(107)

$ 2,06¢




5. Acquisition
Wafer Fabrication Facility

On October 1, 2010, in connection with a Foundmyvige Agreement entered into with IDT, the Compantered into an Option
Agreement with IDT and paid $5.0 million deposit fbe exclusive right to purchase certain assetscasted with a wafer fabrication facility of
IDT. The $5.0million deposit would be applied to the purchaseeupon exercise of such option. On January 312 2the Company complet:
the acquisition of certain assets, including landlding, machinery and equipment and inventoresspciated with this wafer fabrication facility
located in Hillsboro, Oregon (the "Oregon fab")rfrdDT, for a purchase price of $26.3 million in basus certain assumed liabilities of $ 0.5
million , and the Company applied the $5.0 millzash deposit to the purchase price.

The acquisition was accounted for as a businessioation and the financial results of operationshef acquired facility were included in
the Company's consolidated statement of operationsthe date of acquisition. In connection witle #rcquisition, the Company incurred cer
acquisition related expenses of approximately $@ll2on , which were recorded as general and adstriaive expenses in the Company's
consolidated statement of operations for fiscal p€4.2.

The allocation of the total purchase consideratio$26.3 millionbased on the estimated fair values as of the atigniglate is summariz
in the following table (in thousands):

Land $ 4,95(
Building 3,90(
Manufacturing machinery and equipment 15,56¢
Inventories 2,15¢
Accrued liabilities (512
Goodwill 26¢
Total purchase consideration $ 26,33(

Of the total purchase price paid at the time oLigtion, approximately $ 0.3 million has been adlted to goodwill. Goodwill represents
the excess of the purchase price of an acquireddsssover the fair value of the underlying negthle assets and is deductible for tax purposes.
Among the factors that contributed to a purchag=epn excess of the fair value of the net tangéssets were the synergies in improved product
research and development as well as product toanbr#d time and production operations that caleveraged to enable the Company to build
an enterprise value greater than the sum of its pine Company is depreciating on a stralgfg-basis the building over an estimated usefe
of 20 years and the manufacturing machinery anébatgnt over an estimated useful life of 3 to 7 gear

The Company considered the additional pro formamae and earnings disclosure as not practical gheeassets acquired had been and
will continue to be used primarily as a captiverfedtion facility. Due to the lack of independensiybstantiated standalone historical financial
statements of the acquired assets, retrospectplization requires significant estimates of thelated revenues, costs and expenses for the pro
forma financial information disclosure. It is imdde to distinguish objectively information abahbse estimates that would provide evidence
of circumstances that existed on the dates at whizée amounts would be recognized, measuredsdoded under retrospective application or
would have been available when the financial stateémfor that prior period were issued. Furthermtive wafers produced by the Oregon fab
for the Company are different from those of IDT dinel Company does not intend to continue to producé wafers. Therefore, the retroactive
proforma financial information, if available, woutet have provided meaningful information for intees.

6. Debt

On May 11, 2012, the Company entered into a loa@esgent with a financial institution that provideterm loan of $20.0 million for
general purposes and a $10.0 million mewelving credit line for the purchase of equipmduth the term loan and equipment credit line v
fully repayable in May 2015. The borrowings maynbade in the form of either Eurodollar loans or BRs¢e loans. Eurodollar loans accrue
interest based on an adjusted London Interbank@ffRate ("LIBOR") as defined in the agreements glumargin of 1.00% to 1.75% . Base
Rate loans accrue interest at the highest of éaletider's Prime Rate, (b) the Federal Funds Ratedpb% and (c) the Eurodollar Rate (for a
one-month interest period) plus 1% ; plus a maodi®.5% to 0.25% The applicable margins for both Eurodollar loand Base Rate loans w
vary from time to time in the foregoing ranges lshsa the cash and cash equivalent balances madtainthe Company and its
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subsidiaries with the lender. In May 2013, the pment credit line expired and there was no outstgnoialance. As of June 30, 2014 and 2013,
the outstanding balance of the term loan was $tdl®&n and $17.1 million , respectively.

The obligations under the loan agreement are sed@yrsubstantially all assets of two subsidiariethe Company, including, but not
limited to, certain real property and related astmtated at the Oregon fab. In addition, the Comwi@and certain subsidiaries of the Company
have agreed to guarantee full repayment and pegiocenof the obligations under the loan agreeméd.ldan agreement contains customary
restrictive covenants and includes certain findramaenants that require the Company to maintaia oansolidated basis specified financial
ratios including total liabilities to tangible nebrth, fixed charge coverage and current assetsrtent liabilities. As of June 30, 2014 and 2013,
the Company was in compliance with these covenants.

During July 2012, the Company entered into a lagie@ment with the State of Oregon for an amou®0d3 million. The loan is required
to be used for training new and re-training exgsmployees of the Oregon Fab. The loan bears paamd annual interest rate of 5.0% and is
to be repaid in April 2014. The State may forgilre butstanding balance under the loan and any diiarest if the Company meets certain
conditions primarily relating to hiring targets. 1@ntly the State of Oregon is reviewing the loaétermine whether such conditions are
satisfied. The Company believes that it is moreljyikhan not that it will meet those hiring targets of June 30, 2014, the outstanding balance
and accrued interest of the loan, included in steonh debt, was $0.3 million.

7. Shareholders' Equity

Common Shares

The Company's bye-laws, as amended, authorize@dhgany to issue 50,000,000 common shares witkighae of $0.002 . Each
common share is entitled to one vote. The holdecemmon shares are also entitled to receive diddevhenever funds are legally available
and when and if declared by the board of direc&ubject to the prior rights of holders of all des of shares outstanding. No dividends had
declared as of June 30, 2014 .

On October 22, 2010, the Company's board of directathorized a $25.0 million share repurchaserprogUnder this repurchase
program the Company may, from time to time, repasehshares from the open market or in privatelyptigtgd transactions, subject to
supervision and oversight by the board. The Compagunts for treasury stock under the cost metBbdres repurchased are accounted for as
treasury shares and the total cost of shares riegsed is recorded as a reduction of shareholdagprityeFrom time to time, treasury shares may
be reissued as part of the Company's stock-basegdatsation programs. Gains on re-issuance of tnegatack are credited to additional paid-in
capital; losses are charged to additional paicapital to offset the net gains, if any, from prexgcsales or re-issuance of treasury stock. Any
remaining balance of the losses are charged tmeet@arnings.

On May 8, 2014, the Company's Board of Directorgrayed to reactivate the share repurchase progigmawemaining balance of $22.7
million .

During fiscal years 2014 , 2013 and 2012 , the Gomgpepurchased an aggregate of 119,594 sharesh@@€s and 191,170 shares,
respectively, from the open market for a total adstpproximately $0.9 million, $0.0 million and.$million, at an average price of $7.66 ,
$7.49 and $8.23 per share, respectively.

As of June 30, 2014 , the Company repurchased gnegate of 361,364 shares for a total cost of 88ln, at an average price of $8.82
per share since inception of the program. No rdmaged shares have been retired. Of the 361,364ctegmed shares, 21,650 shares with a
weighted average repurchase price of $13.81 pee sivare reissued at an average price of $3.08lee for option exercises and vested
restricted stock units ("RSU").

Convertible Preferred Shares

On May 4, 2010, concurrent with the closing of @@mpany's initial public offering, all of the Commés outstanding preferred shares
including 5,050,000 Series A convertible prefersedres, 2,488,094 Series B convertible preferracestand 3,174,000 Series C convertible
preferred shares, were automatically convertedlifit@12,094 shares of common shares and theetkisting classes of preferred stock ceast
exist. At June 30, 2014 and 2013, the Companynbaateferred shares outstanding and had 10,00e®@rized undesignated preferred
shares.

8. Share-based Compensation

2000 Share Plan
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The 2000 Share Plan (the “2000 Plan”), as ameraietorized the board of directors to grant incengkare options and non-statutory
share options to employees, directors and congsiltdrihe Company and its subsidiaries for up 425,000 common shares. Under the 2000
Plan, incentive share options and non-statutoryesbtions were to be granted at a price that watess than 100% and 858bthe fair value ¢
the common share at the date of grant for emplogedsonsultants, respectively. Options generallt wver a five -year period, 20% on the
first anniversary from the grant date and ratablghemonth over the remaining 48 -month period, amecexercisable for a maximum period of
ten years after the date of grant. Incentive sbptiens granted to shareholders who own more tB&tdf the outstanding shares of all classe
shares of the Company at the time of grant mug<ied at an exercise price not less than 110¥edir value of the common shares on the
date of grant. In connection with the adoptionhaf 2009 Share Option/Share Issuance Plan on Septd®p2009, the 2000 Share Plan was
terminated and no further awards were granted uh&e2000 Share Plan.

2009 Share Option/Share Issuance Plan

The 2009 Share Option/Share Issuance Plan (the“RG”), as approved in September 2009 at theamamneral meeting of
shareholders, and as amended and restated in ¢immeith the Company's IPO, authorized the bodrdir@ctors to grant incentive share
options, non-statutory share options and restrishedes to employees, directors, and consultatedtompany and its subsidiaries for up to
1,250,000 common shares. The number of commonshsedlable for issuance under the 2009 Plan albédimatically increase in January each
calendar year during the term of the 2009 Planinpégg with calendar year 2011, by the lesser of@%he total number of common shares
outstanding or 750,000 shares. This increase wa®08 , 750,000 and 737,609 shares for the yeadeduhe 30, 2014 , 2013 and 2012,
respectively.

The 2009 Plan is divided into three incentive congag¢ion programs: Discretionary Grant Program, Shesuance Program and Automi
Grant Program. Under the Discretionary Grant Progedigible individuals may be granted options twghase common shares and share
appreciation rights tied to the value of the Conymnommon shares. Under the Share Issuance Progligible individuals may be issued
common shares pursuant to restricted share awastscted share units, performance shares or stiwe-based awards which vest upon the
attainment of pre-established performance milestang¢he completion of a designated service petiodler the Automatic Grant Program,
eligible non-employee board members will automé§iaaceive options to purchase common sharessigdated intervals over their period of
continued board service. Each non-employee boardbees was granted an option to purchase 7,500 conshreres on April 28, 2010 with
exercise price equal to the IPO price. On the daéach annual shareholders meeting beginning1® 20d ending in 2013, each individual v
commence service as a non-employee board membyeabgn of his or her election to the board at snebting and each individual who
continues to serve as a hon-employee board membeuwtomatically be granted an option to purchag&®0common shares. In addition, on
date of each annual shareholders meeting, beginvithghe 2014 Annual Shareholders Meeting, eadividual who commences service as a
non-employee Board member by reason of his orleetien to the Board at such annual meeting antl gatividual who is to continue to serve
as a non-employee Board member, whether or notrttizidual is standing for re-election to the Boat that particular annual meeting, will
automatically be granted an award in the form sfrieted share units ("RSU") covering that numtfesamnmon shares determined by dividing
forty-two thousand dollars ( $42,000 ) by the agerfair market value per share for the ninety @@y-period preceding the grant date (the
“Annual RSU Grant”).

Under the 2009 Plan, incentive share options ardd &8 to be granted at a price that is not less 188% and nonstatutory share options
are to be granted not less than 85% of the fairevaf the common shares, at the date of grantnfipl@yees and consultants. Options and RSUs
generally vest over a four -year to five -year pgriand are exercisable for a maximum period of/ears after the date of grant. Incentive share
options granted to shareholders who own more tlB&f df the outstanding shares of all classes ofeshafrthe Company at the time of grant
must be issued at an exercise price not less tha¥ bf the fair value of the common shares on #te df grant.

A summary of the stock option activities under 2000 Plan and 2009 Plan is as follows:
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Weighted

Weighted

Average Average Grant
Number of Exercise Price Date Fair Value Aggregate
Shares Per Share Per Share Intrinsic Value
Outstanding at June 30, 2011 4,461,87 $ 9.5¢
Granted 357,000 % 9.8/ % 5.04
Exercised (351,29) $ 2.91 $ 2,239,69.
Canceled or forfeited (252,93) $ 11.8:
Outstanding at June 30, 2012 4,214,65. $ 10.0C
Granted 214,400 $ 8.4C $ 4.3C
Exercised (398,10 $ 3.6¢ $ 1,961,49i
Canceled or forfeited (437,09 $ 12.9¢
Outstanding at June 30, 2013 3,593,85. $ 10.2¢
Granted 764,37" $ 7.4¢ % 3.8
Exercised (421,450 $ 2.6( $ 2,222,15!
Canceled or forfeited (697,989 $ 11.6¢
Outstanding at June 30, 2014 3,238,78 ¢ 10.2¢ $ 3,258,60

Information with respect to stock options outstagdand exercisable as of June 30, 2014 is as fsilow

Options Outstanding

Options Exercisable

Weighted-Average

Number Coﬁt?g::?tljglnl?ife Weighted-Average Number Weighted-Average
Range of Exercise Prices Outstanding (Years) Exercise Price Exercisable Exercise Price
$2.00 - $7.21 272,73 133 $ 3.9t 265,85¢ $ 3.8¢
$7.44 - $7.44 610,00( 9.71 7.44 — —
$7.47 - $8.45 425,76¢ 7.05 7.9¢ 254,60 7.91
$8.60 - $9.40 353,94 4.11 8.8¢ 323,94¢ 8.91
$9.60 - $11.00 454,23. 5.01 10.3¢ 380,80: 10.45
$11.40 - $12.91 280,50( 6.26 12.45 205,94 12.3¢
$13.00 - $13.00 384,35( 3.58 13.0C 384,35( 13.0(
$14.14 - $15.00 92,50( 5.74 14.81 77,79: 14.8:
$17.90 - $17.90 20,00( 5.84 17.9C 16,33 17.9(
$18.00 - $18.00 344,75( 5.63 18.0C 295,57¢ 18.0(
$2.00 - $18.00 3,238,78 579 $ 10.2¢ 2,205,20: $ 10.9¢
Option vested and
expected to vest 3,149,08: 570 $ 10.3¢

The aggregate intrinsic value for options outstagait June 30, 2014 in the table above is bas¢hdeoBompany’s common stock closing
price of $9.27 on June 30, 2014 , which would hasen received by the option holders had all ogticders exercised their in-the-money

options as of that date.

The aggregate intrinsic value of options vestedeaected to vest was $3.1 million as of June 8042 The options expected to vest are
estimated by applying the pre-vesting forfeiture @ssumption to the total outstanding options.

The aggregate intrinsic value of options exercisalsl of June 30, 2014 was $1.9 million . The weiglatverage remaining contractual term
of options exercisable at June 30, 2014 was apmaely 4.3 years.

The fair value of stock options granted were ediahat the date of grant using the Black-Schol¢®owaluation model for the years
ended June 30, 2014 , 2013 and 2012 with the follpweighted-average assumptions:
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Year Ended June 30,

2014 2013 2012
Volatility rate 46.9% - 49.2% 48.9% - 49.4% 48.5% - 49.3%
Risk-free interest rate 1.0% - 1.7% 0.79%094.. 0.9% - 1.1%
Expected option life 5.5 years 5.5 years 5.5 years
Dividend yield —% —% —%
Restricted Stock Units ("RSU"
The following table summarizes the Company's RStivities:
Weighted Average
Number of Weighted Average Remaining
Restricted Stock Grant Date Fair Recognition Aggregate Intrinsic
Units Value Per Share Period (Years) Value
Nonvested at June 30, 2011 213,30( $ 12.3¢ 2.46 $ 2,826,22!
Granted 343,39 $ 9.5¢
Vested (43,16() $ 12.1¢
Forfeited (64,160 $ 11.7¢
Nonvested at June 30, 2012 449,37¢ $ 10.3¢ 2.26 $ 4,111,80!
Granted 265,66! $ 8.62
Vested (104,44 $ 10.15
Forfeited (61,050 $ 10.67
Nonvested at June 30, 2013 549,55! $ 9.5(C 1.87 $ 4,198,58!
Granted 368,55: $ 7.5¢
Vested (136,58 $ 9.4¢
Forfeited (125,15) $ 9.54
Nonvested at June 30, 2014 656,37 $ 8.4( 1.77 $ 6,084,58

The total fair value of restricted stock awardstedsas measured on the date of vesting was $1i6rmi$0.9 million and $0.5 million for

the years ended June 30, 2014 , 2013 and 201geatesely.

Employee Share Purchase Plz

The Employee Share Purchase Plan (“Purchase PI&ES®#P”) was established in May 2010 upon the detigm of the Company's IPO.
The Purchase Plan provided for a series of oveiigppffering periods with a duration of 24 monthdth new offering periods, generally
beginning on May 15 and November 15 of each ydae. Hurchase Plan allows employees to purchase corshaoes through payroll
deductions of up to 15% of their eligible compeimatSuch deductions will accumulate over a six-th@etcumulation period without interest.
After such accumulation period, common shareshelpurchased at a price equal to 85% of the faiketaalue per share on either the first day
of the offering period or the last date of the awalation period, whichever is less. The maximum banof shares that may be purchased or
purchase date may not exceed 875 shares for @f@®00 shares per a 24 -month offering perinciddition, no participant may purchase

more than $25,000 worth of common stock in anyaaiendar year period.

The Company has initially reserved 600,000 comntames for issuance under the ESPP. The share eeséirautomatically increase in
January of each calendar year during the termeoE®BPP, beginning with calendar year 2011, byebselr of 0.75% of the outstanding common
shares or 250,000 shares. This increase was 192ha0@s, 190,474 shares and 184,402 shares fgedhe ended June 30, 2014 , 2013 and

2012 , respectively.

The ESPP is compensatory and results in compensatjgense. The fair values of common shares tedued under the ESPP were
determined using the Black-Scholes option valuatimdel with the following assumptions:
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Year Ended June 30,

2014 2013 2012
Volatility rate 50% 50% 50%
Risk-free interest rate 0.1% - 0.4% 0.1% - 0.3% 0.2% - 0.3%
Expected term 1.3 years 1.3 years 1.3 years
Dividend yield —% —% —%

The weighted-average estimated fair value of emgaatock purchase rights granted pursuant to tRPEfBring the years ended June 30,
2014, 2013 and 2012 was $2.89 , $3.13 and $3.64haee, respectively.

Share-based Compensation Expenses

T he total share-based compensation expense retasack options, ESPP and RSUs described abovegnized in the consolidated
statements of operations for the years presentscawéollows:

Year Ended June 30,

2014 2013 2012
(in thousands)
Cost of goods sold $ 614 $ 70C % 532
Research and development 78¢€ 1,402 1,361
Selling, general and administrative 1,97¢ 2,71 3,52¢
$ 337§ 481¢ % 5,42:

Total unrecognized stock-based compensation exgeneéJune 30, 2014 and 2013 was $5.8 million®&mn@ million , respectively,
including estimated forfeitures, which is exped®de recognized over a weighted-average periddéofyears and 1.5 years, respectively.

9. Employee Benefit Plans

The Company maintains a 401(k) retirement planttferbenefit of qualified employees in the U.S.. Eoypes who participate may elect to
make salary deferral contributions to the planaf@0% of the employees' eligible salary subjeetroual Internal Revenue Code maximum

limitations. The employer's contribution is disgretiry. The Company had not made any contributionsligible employees as dfine 30, 201
and 2013.

The Company makes mandatory contributions forritpleyees to the respective local governments ingesf retirement, medical
insurance and unemployment insurance, where apjsicaccording to labor and social security laws sgulations of the countries and aree
which the Company operates. The contribution rétesetirement are 7.7% , 13.0% to 21.0% and 6.6f&mployees in the U.S., China and
Taiwan, respectively. The Company has no obligatfon the payment of such social benefits beyorddguired contributions as set out above.
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10. Income Taxes

The provision for income taxes is comprised of:

U.S. federal taxes:
Current
Deferred

Non-U.S. taxes:
Current
Deferred

State taxes, net of federal benefit:

Current
Deferred

Total provision for income taxes

Year Ended June 30,

2014 2013 2012
(in thousands)

$ (65 $ (589 $ 171
1,144 1,05( 43¢
2,31¢ 3,25¢ 4,74¢
(404 252 (1,870)
(38) 11 8
20 17 92
$ 297 % 4,001 $ 3,581

The reconciliation of the federal statutory incotae rate to our effective income tax rate is abfes (in percentage):

United States statutory rate

State taxes, net of federal benefit
Stock based compensation
Foreign taxes, net

Research and development credit
Non-deductible expenses

Other

The domestic and foreign components of income ledfores are:

U.S. operations
Non-U.S. operations

Income (loss) before income taxes
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Year Ended June 30,

2014 2013 2012
34.C% 34.C% 34.C%
2.C (1.9) 0.€
3.2 0.t —
(961.)) (332.9) (11.6)
454 52.F (1.5)
(8.7) (2.0) 0.2
(2.9) (4.9 —
(887.5% (254.9% 21.7%
Year Ended June 30,
2014 2013 2012
(in thousands'
$ 4,18 $ 4,43¢ $ 2,78:
(4,519 (6,010 13,71¢
$ (335 $ (1,57) $ 16,49¢




Deferred income taxes reflect the net tax effettermporary differences between the carrying ammohtissets and liabilities for financial
reporting purposes and the amounts used for indarpurposes. Significant components of our defetag assets and liabilities are as follows:

June 30,
2014 2013

(in thousands)

Deferred tax assets:

Accrued compensation $ 2,04t $ 1,58¢
Net operating loss carryforwards 112 1,61¢
Depreciation 11,20: 11,29:
Tax credits 4,71 4,40¢
Accruals and reserves 62% 42:
Total deferred tax assets 18,69¢ 19,32
Valuation allowance (2,395 (2,127
Total deferred tax assets, net of valuation allavean 16,30« 17,19¢
Deferred tax liabilities:
Depreciation and amortization (4,925 (5,04%)
Accruals and reserves (917) (90¢)
Total deferred tax liabilities (5,847 (5,95¢€)
Net deferred tax assets $ 10,46:  $ 11,24(

The breakdown between current and non-current deféax assets and liabilities is as follows:

June 30,
2014 2013
(in thousands)
Current deferred tax assets $ 2,84 $ 3,03(
Long-term deferred tax assets 10,85« 10,82
Long-term deferred tax liabilities (3,239 (2,617
Net deferred tax assets $ 10,46: % 11,24(

At June 30, 2014 and 2013, the Company providegluation allowance for its state research andldeweent credit carryforward
deferred tax assets, as it generated more stateddits each year than it can utilize. The Compatends to maintain a partial valuation
allowance equal to the state research and develdpredit carryfowards until sufficient positiveiggnce exists to support reversal of the
valuation allowance.

At June 30, 2014 , the Company had federal netatiperloss carryforwards of approximately $0 anddedit carryforwards of
approximately $2.3 million . The federal tax crediegin to expire in 2019 , if not utilized. At &80, 2014 , the Company had the state net
operating loss carryforwards of approximately $@iBion and tax credit carryforwards of approximigt®3.7 million . The state net operating
losses expire in 2019 , if not utilized. The statecredits carryforward indefinitely.

The Company has not provided for withholding taseeshe undistributed earnings of its foreign suibsids because it intends to reinvest
such earnings indefinitely. As of June 30, 201, ¢umulative amount of undistributed earninggsofdreign entities considered permanently
reinvested is $49.8 millionThe determination of the unrecognized deferredisbility on these earnings is not practicableo&d the Compan
decide to remit this income to its Bermuda parembgany in a future period, its provision for incotages may increase materially in that
period.

At June 30, 2014 , the Company had approximatel® 86llion in total unrecognized tax benefits. Aoaciliation of the beginning and
ending amount of unrecognized tax benefits frong JuR011 to June 30, 2014 is as follows:
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Year Ended June 30,

2014 2013 2012

(in thousands)
Balance at beginning of year $ 7,66¢ $ 7,10¢ $ 6,431
Additions based on tax positions related to theeruryear 32¢ 74C 49C
Additions (reductions) based on tax positions esldb prior years (18) 1 18¢
Reductions due to lapse of applicable statutenuifditions (1,219 179 4
Balance at end of year $ 6,76C § 7,666 § 7,10¢

At June 30, 2014 , the total unrecognized tax benef $6.8 million included $4.7 million of unregoized tax benefits that have been
netted against the related deferred tax assetsiéfn@ining $2.0 million of unrecognized tax bersefitas recorded within long-term income tax
payable on the Company's consolidated balance akedtJune 30, 2014 .

The total unrecognized tax benefits of $6.8 milladrdune 30, 2014 included $4.8 million that, dagnized, would reduce the effective
income tax rate in future periods. The Company agmésnticipate any material changes to its ungeté positions during the next twelve
months .

The Company recognizes interest and penaltieserktatuncertain tax positions in income tax expemeeghe extent accrued interest and
penalties do not ultimately become payable, amaoardsued will be reduced and reflected as a reglucti the overall income tax provision in
the period that such determination is made. Theuainaf interest and penalties accrued at June@®@D} &as $0.3 million , of which $(0.3)
million was recognized in the year ended June 8042 The amount of interest and penalties accatiddne 30, 2013 was $0.6 million , of
which $0.1 million was recognized in the year endede 30, 2013 .

The Company files its income tax returns in thetethiStates and in various foreign jurisdictionse Téx years 2001 to 2014 remain open
to examination by U.S. federal and state tax aittesr The tax years 2008 to 2014 remain open é&néxation by foreign tax authorities.

The Company's income tax returns are subject tmiaions by the Internal Revenue Service and dtheauthorities in various
jurisdictions. In accordance with the guidancetmaccounting for uncertainty in income taxes,Gbenpany regularly assesses the likelihoo
adverse outcomes resulting from these examinattdstermine the adequacy of its provision for medaxes. These assessments can require
considerable estimates and judgments. If the Coppastimate of income tax liabilities proves tddss than the ultimate assessment, then a
further charge to expense would be required. Ihsseccur and the payment of these amounts ultijnpteves to be unnecessary, the reversal
of the liabilities would result in tax benefits hgirecognized in the period when the Company détesrthe liabilities are no longer necessary.

11. Segment and Geographic Information

The Company is organized as, and operates in, peting segment: the design, development and wopplower semiconductor
products for computing, consumer electronics, comination and industrial applications. The chief igieg decision-maker is the Chief
Executive Officer. The financial information presemto the Company's Chief Executive Officer issozonsolidated basis, accompanied by
information about revenue by customer and geogcagigion, for purposes of evaluating financial perfance and allocating resources. The
Company has one business segment, and there asggment managers who are held accountable fortapesaoperating results and plans for
products or components below the consolidatediewmi. Accordingly, the Company reports as a simglerating segment.

The Company sells its products primarily to digitdys in the Asia Pacific region, who in turn gbkse products to end customers. Bec
the Company's distributors sell their productsrtd eustomers which may have global presence, reveyngeographical location is not
necessarily representative of the geographicailigion of sales to end user markets.

The revenue by geographical location in the folloyviables is based on the country or region in wthe products were shipped to:
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Year Ended June 30,

2014 2013 2012

(in thousands)
Hong Kong $ 271,72t % 270,06: % 264,01
China 38,74( 56,70¢ 65,27:
South Korea 3,03: 5,781 7,88:
United States 1,97¢ 1,522 1,511
Other countries 2,644 3,36: 3,60¢

$ 318,12 $ 337,43t $ 342,29:

The following is a summary of revenue by produgiety

Year Ended June 30,

2014 2013 2012

(in thousands)
Power discrete $ 246,03 % 265,15( % 267,05¢
Power IC 53,99! 52,84 53,39¢
Packaging and testing services 18,09¢ 19,44¢ 21,83t

$ 318,12 $ 337,43t $ 342,29:

Long-lived assets, consisting of property, plard aquipment by geographical area are as follows:

June 30,
2014 2013
(in thousands)
United States $ 42,10¢ $ 43,94¢
China 80,73¢ 93,66
Other countries 412 502

$ 123,25 $ 138,11:
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12. Restricted Net Assets

Laws and regulations in China permit payments widéinds by the Company's subsidiaries in China outyof their retained earnings, if
any, as determined in accordance with China acewystandards and regulations. Each China subgidialso required to set aside at ek
of its after-tax profit, if any, based on China@aaating standards each year to its statutory resamtil the cumulative amount of such reserves
reaches 50% of its registered capital. As a resutiese China laws and regulations, the Compa&tyisa subsidiaries are restricted in their
abilities to transfer a portion of their net asgetthe Company. As of June 30, 2014 and 2013h sestricted portion amounted to approximatel
y $85.6 million and $85.9 million, o r 30.3% an dB%., of our total consolidated net assets, respaygtiAs the Company's China subsidiaries
are not revenue generating operating units, thepaosndoes not expect to repatriate funds in tha fofrdividends, loans or advances from its
China subsidiaries for working capital and otherdimg purposes.

13. Commitments and Contingencies

Operating lease obligations

The Company leases its office facilities and cartdfice equipment under non-cancelable operatagés that expire through 2023. Rent
expense related to the Company's operating lease$3v4 million , $3.3 million and $3.2 million ftive fiscal years ended June 30, 2014 , 2013
and 2012 , respectively. Certain leases contaial&sen clauses calling for increased rents.

Future minimum lease payments of these leasesiat3lYy 2014 are as follows:

Operating
Year ending June 30, Leases
(in thousands)

2015 $ 3,16¢
2016 2,39:
2017 2,022
2018 1,92¢
2019 1,93
Thereafter 3,57(

$ 15,00¢

Purchase commitment

As of June 30, 2014 and 2013 , the Company hadajppately $34.5 million and $25.8 million , respigety, of outstanding purchase
commitments primarily for purchases of semicondudoy materials, wafers, spare parts and packagidgesting services.

As of June 30, 2014 and 2013 , the Company hadajppately $4.6 million and $0.4 million , respeety, of capital commitments for the
purchase of property and equipment.

Contingencies and indemnities

The Company is currently not a party to any matéggal proceedings. The Company has in the padty@ay from time to time in the
future, becomes involved in legal proceedings rgi$iom the normal course of business activitieBe semiconductor industry is characterized
by frequent claims and litigation, including claimegarding patent and other intellectual propdghits as well as improper hiring practices.
Irrespective of the validity of such claims, then@@any could incur significant costs in the defetimsgeof or could suffer adverse effects on its
operations.

The Company is a party to a variety of agreemdnatsit contracted with various parties. Pursuarhése agreements, the Company mg
obligated to indemnify another party to such areagrent with respect to certain matters. Typicdiigse obligations arise in the context of
contracts entered into by the Company, under wihielCompany customarily agrees to hold the othey jpermless against losses arising from
a breach of representations and covenants relataech matters as title to assets sold, certadétiéstual property rights, specified environme
matters and certain income taxes. In these ciramss, payment by the Company is customarily ciomaiti on the other party making a claim
pursuant to the procedures specified in the pdati@ontract, which procedures typically allow ttempany to challenge the other party's
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claim. Further, the Company's obligations undeselegreements maybe limited in time and/or amaunat,in some instances, the Company
have recourse against third parties for certaimmeats made by it under these agreements. The Cgnigaamot historically paid or recorded
any material indemnifications and no accrual waderet June 30, 2014 and 2013 .

The Company has agreed to indemnify its directodsaertain employees as permitted by law and puatgoats bye-laws, and has entered
into indemnification agreements with its directarsl executive officers. The Company has not recbed@bility associated with these
indemnification arrangements, as it historicallg Inat incurred any material costs associated with sndemnification obligations. Costs
associated with such indemnification obligationg/rba mitigated by insurance coverage that the Campaaintains, however, such insurance
may not cover any, or may cover only a portiontte€ amounts the Company may be required to paddition, the Company may not be able
to maintain such insurance coverage in the future.

Environmental matters

The Company is subject to various federal, statel] and foreign laws and regulations governingrenmental
matters, including the use, handling, dischargd,disposal of hazardous materials. The Compang\esdithat it has been in material
compliance with applicable environmental regulatiand standards. Complying with current laws agdlegions has not had a material adverse
effect on the Compang’financial condition and results of operationswidwer, it is possible that additional environmeigalies may arise in t
future, which the Company cannot currently predict.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED (PARENT COMPA NY BASIS)

CONDENSED UNCONSOLIDATED BALANCE SHEETS
(in thousands, except par value per share)

SCHEDULE |

ASSETS
Current assets:
Cash and cash equivalents $
Accounts receivable - Intercompany
Other current assets

Total current assets
Property, plant and equipments, net
Other long-term assets
Investment in subsidiaries

Total assets $

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable and accrued liabilities $
Capital leases

Total current liabilities
Capital leases - long term

Total liabilities

Shareholders' equity:
Preferred shares, par value $0.002 per share:
Authorized: 10,000 shares; Issued and outstandimge at June 30, 2014 and 2013
Common shares, par value $0.002 per share:

Authorized: 50,000 shares; Issued and outstan@®@44 shares and 26,304 shares at June 30,
2014 and 25,882 shares and 25,656 shares at Juae13

Treasury shares at cost; 340 shares at June 3022011226 shares at June 30, 2013
Additional paid-in capital

Accumulated other comprehensive income

Retained earnings

Total shareholders’ equity

Total liabilities and shareholders’ equity $

June 30,
2014 2013

5,187 $ 7,145
54,66 52,33t
317 19¢
60,17: 59,67
1,74¢ 1,27(¢
10C 10C
221,70: 221,64
283,72: $ 282,68t
592 $ 85¢

95 281

687 1,13¢

— 95

687 1,23¢

53 51
(2,889 (2,054
174,08« 168,35:
1,03¢ 957
110,75« 114,14!
283,03 281,45;
283,72 $ 282,68t

The accompanying notes to Schedule | are an idtpgraof these financial statements.
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SCHEDULE |
ALPHA AND OMEGA SEMICONDUCTOR LIMITED (PARENT COMPA NY BASIS)
CONDENSED UNCONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands)

Year Ended June 30,

2014 2013 2012
Revenue $ 3,07« % 3,22¢ % —
Cost of revenue — — —
Gross profit 3,07 3,22¢ —
Operating expenses:
Selling, general and administrative 3,171 3,271 3,24
Total operating expenses 3,171 3,271 3,245
Operating loss (97) (43 (3,247
Interest income 6 13 19
Interest expense (12) — —
Income (loss) on equity investment in subsidiaries (3,20¢) (5,545 16,14¢
Net income (loss) $ (3,309 ¢ (5,579 9 12,91

The accompanying notes to Schedule | are an intpgraof these financial statements.
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SCHEDULE |
ALPHA AND OMEGA SEMICONDUCTOR LIMITED (PARENT COMPA NY BASIS)
CONDENSED UNCONSOLIDATED STATEMENTS OF COMPREHENSIV E INCOME (LOSS)
(in thousands)

Year ended June 30,

2014 2013 2012
Net income (loss) $ (3,308) % (5,575 $ 12,917
Other comprehensive income, net of tax
Foreign currency translation adjustment 76 (15 38
Total comprehensive income (loss) $ (323) % (5590 % 12,95¢

The accompanying notes to Schedule | are an intpgraof these financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED (PARENT COMPA NY BASIS)

CONDENSED UNCONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Cash flows from operating activities
Net income (loss)

Adjustments to reconcile net income (loss) to @ehcprovided by

(used in) operating activities:
Depreciation
Share-based compensation expense
Equity in net (income) loss of subsidiaries
Changes in working capital, net of impact of aciijiois:
Accounts receivable - intercompany
Other current assets
Accounts payable and accrued liabilities
Net cash used in operating activities
Cash flows from investing activities
Purchase of property and equipment
Intercompany loan repayment (receivable)
Investment in a privately held company
Net cash provided by (used in) investing activities
Cash flows from financing activities
Proceeds from exercise of stock options and ESPP
Payment for repurchase of common shares
Principal payments on capital leases
Net cash provided by financing activities
Net increase (decrease) in cash and cash equivaent
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Year Ended June 30,

SCHEDULE |

2014 2013 2012
$ (3,30 $ (557 $ 12,91
36€ 102 —
187 137 114
3,20¢ 5,54¢ (16,145
(2,649 (15,96 (10,779
(124) (155) (6)
(19)) 29E (320)
(2,519 (15,619 (14,21)
(919) (922) —
— — 4,50(
— — (100)
(919) (922) 4,40(
2,67¢ 3,08¢ 2,34(
(91¢) ®) (1,579
(28)) — —
1,47¢ 3,08¢ 76€
(1,956) (13,456) (9,05
7,14: 20,59¢ 29,65(
$ 5187 $ 7,14:  $  20,59¢

The accompanying notes to Schedule | are an irfltpgraof these financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED (PARENT COMPA NY BASIS)
NOTES TO THE CONDENSED UNCONSOLIDATED FINANCIAL STA TEMENTS

1. Basis of Presentation

Alpha and Omega Semiconductor Limited is the pacenmpany of all Alpha and Omega Semiconductor siido$es. It was incorporated
Bermuda on September 27, 2000 as an exempteddifiatglity company. The address of its registenéfite is Clarendon House, 2 Church
Street, Hamilton HM 11, Bermuda.

The accompanying condensed parent company finastei@ments have been prepared in accordance wighl?-04, Schedule | of
Regulation S-X, as the restricted net assets slibsidiaries exceed 25% of the consolidated setseief Alpha and Omega Semiconductor
Limited and its subsidiaries (the “Company”).

The parent company records its investment in sidrgéd under the equity method of accounting. Snebstment is presented on the
balance sheet as "Investment in subsidiaries" flamdubsidiaries' net income (loss) are recogniasddon the effective shareholding percentage
as income on equity investment in subsidiariesherstatement of operations. Intercompany balansransactions have not been eliminated.
The revenue recorded represents intercompany astnaitive service fees charged by the parent comgiaming in fiscal year 2013.

Certain information and footnote disclosures notynakluded in financial statements prepared inoadance with U.S. GAAP have been
condensed or omitted. The footnote disclosuresatostipplemental information relating to the opierat of the Company and, as such, these
statements should be read in conjunction with titesito the consolidated financial statementsefdbmpany.

2. Restricted net assets of subsidiaries

For a discussion of the Company’s restricted netaf subsidiaries, see Note 12 of the Compamyisolidated financial statements.

3. Commitments and contingencies

There is no significant commitments and contingeseis at June 30, 2014 and 2013 . For a discussiba Company’s commitments and
contingencies, see Note 13 to the Company’s catetel financial statements.

96




June 30, 2011
Additions
Reductions

June 30, 2012
Additions
Reductions

June 30, 2013
Additions
Reductions

June 30, 2014

ALPHA AND OMEGA SEMICONDUCTOR LIMITED
VALUATION AND QUALIFYING ACCOUNTS

(in thousands)
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SCHEDULE II

Allowance Allowance Allowance
for Doubtful for Price for Deferred
Accounts Adjustments Tax Assets
(in thousands)

30 % 19,23t % 1,44%

85% 93,97¢ 32z

(131) (96,95¢) (77)

752 16,25¢ 1,69(

— 79,97 437

— (83,076 —

752 13,152 2,127

— 64,98’ 26¢

(722) (63,576 —

30 % 14,56: $ 2,39t




SIGNATURES

Pursuant to the requirements of Section 13 or 1&(th)e Securities Exchange Act of 1934, the Registhas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

August 29, 2014
ALPHA AND OMEGA SEMICONDUCTOR LIMITED
By: /sl MIKE F. CHANG
Mike F. Chang

Chief Executive Officer
(Principal Executive Officer)
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KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears belwstittbes and appoints Mike F.
Chang and Yifan Liang, and each or any one of thesnor her true and lawful attorney-in-fact aneraty with full power of substitution and re-
substitution, for him or her and in his or her naplace and stead, in any and all capacitiesgio @ny and all amendments to this report, and to
file the same, with all exhibits thereto, and otlecuments in connection therewith, with the Sei@sriand Exchange Commission, granting |
said attorneys-in-fact and agents, and each of thdhpower and authority to do and perform eant avery act and thing requisite and
necessary to be done in connection therewith,lstéuall intents and purposes as he or she maglebuld do in person, hereby ratifying and
confirming all that said attorneys-in-fact and agenr any of them, or their or his or her subggwor substitute, may lawfully do or cause to be

done by virtue hereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bblpthe following persons on behalf

POWER OF ATTORNEY

of the Registrant and in the capacities and orl#tes indicated.

Signature
/sl MIKE F. CHANG
Mike F. Chang
/s/  YIFAN LIANG
Yifan Liang
/s/  YUEH-SE HO
Yueh-Se Ho, Ph.D.
/s/ ROBERT I. CHEN
Robert I. Chen
/s/ MICHAEL L. PFEIFFER
Michael L. Pfeiffer
/s  KING OWYANG
King Owyang
/s/  MICHAEL J. SALAMEH

Michael J. Salameh

Title
Chairman of the Board and Chief Executive Office
(Principal Executive Officer)

Chief Financial Officer and Corporate Secretary

(Principal Financial Officer and Principal AccourdiOfficer)

Director and Chief Operating Officer

Director

Director

Director

Director
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August 29, 2014

August 29, 2014

August 2914

August 29, 2014

August 29, 2014

August 29, 2014

August 29, 2014




(b) Index to Exhibits:

Number Description

3.1 Memorandum of Association of Registrant (ipowated by reference to Exhibit 3.1 from Registrati
Statement on Form F-1 (File No. 333-165823) filathuhe Commission on March 31, 2010)

3.2 Form of Bye-Laws of the Registrant (incorpecdaby reference to Exhibit 3.2 from Registratioat&tnent on
Form F-1 (File No. 333-165823) filed with the Conssion on March 31, 2010)

4.1 Amended and Restated Investors Rights Agreedated as of December 29, 2006 between the Ragiistr

and certain investors named therein (incorporayecterence to Exhibit 4.1 from Registration Stag@ton
Form F-1 (File No. 333-165823) filed with the Conssion on March 31, 2010)

4.2 Form of Common Share Certificate (incorpordtgdeference to Exhibit 4.2 from Registration Sta¢nt on
Form F-1 (File No. 333-165823) filed with the Conssion on March 31, 2010)

10.1 2000 Share Plan (incorporated by referenékibit 10.1 from Registration Statement on Forrh @File
No. 333-165823) filed with the Commission on Magdh 2010)

10.2 Form of Option Agreement under 2000 Share gfecorporated by reference to Exhibit 10.2 from
Registration Statement on Form F-1 (File No. 3388&3) filed with the Commission on March 31, 2010)

10.3 2009 Share Option/Share Issuance Plan (iocatgd by reference to Exhibit 10.3 from Registrati
Statement on Form F-1 (File No. 333-165823) filathuhe Commission on March 31, 2010)

10.4 Form of Option Agreement under 2009 Share @teorporated by reference to Exhibit 4.4 frorn@al
Report on Form 20-F (File No. 001-34717) filed wiitle Commission on September 2, 2010)

10.5 Form of Restricted Share Unit Issuance Agezemander 2009 Share Plan (incorporated by referemc
Exhibit 4.5 from Annual Report on Form 20-F (File.N001-34717) filed with the Commission on Septembe
2, 2010)

10.6 Employee Share Purchase Plan (incorporateefbsence to Exhibit 10.15 from Registration Stagat on
Form F-1 (File No. 333-165823) filed with the Conssion on March 31, 2010)

10.7 Technology License Agreement dated as of Ju\2005 between the Registrant and Agape Package

Manufacturing Limited (incorporated by referenceéetdnibit 10.5 Registration Statement on Form F4lle(F
No. 333-165823) filed with the Commission on Magdh 2010)

10.8 Amendment No. 1 to Technology License Agredrdated as of July 16, 2010 between the Regisarsht
Agape Package Manufacturing Limited (incorporatgeddference to Exhibit 4.8 from Annual Report on
Form 20-F (File No. 001-34717) filed with the Conssion on September 2, 2010)

10.9t% Foundry Agreement dated as of January®, Between the Registrant and Shanghai Hua Horigy NE
Electronics Company, Limited (incorporated by refere to Exhibit 10.16 from Registration Statement o
Form F-1 (File No. 333-165823) filed with the Conssion on March 31, 2010)

10.10t* First Addendum to Foundry Service Agredrdated as of July 28, 2005 between the Registnaaht
Shanghai Hua Hong NEC Electronics Company, Limftedorporated by reference to Exhibit 10.17 from
Registration Statement on Form F-1 (File No. 3338&3) initially filed with the Commission on Mar&i,
2010)

10.11t% Second Addendum to Foundry Service Agraedsted as of April 11, 2007 between the Registad
Shanghai Hua Hong NEC Electronics Company, Lim{tedorporated by reference to Exhibit 10.18 from
Registration Statement on Form F-1 (File No. 3338&3) filed with the Commission on March 31, 2010)

10.12t% Foundry Service Agreement dated as of Novembe®@9 Detween Alpha & Omega Semiconductor (Mac
Ltd. and Shanghai Hua Hong NEC Electronics Comphimyited (incorporated by reference to Exhibit 10.6
from Registration Statement on Form F-1 (File N83-365823) filed with the Commission on March 31,
2010)
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10.13

10.14t%

10.15%%

10.16

10.171%

10.181t

10.191%

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

Non-Exclusive Distributor Agreement datedfduly 27, 2010 between Alpha & Omega Semicormtuct
(Hong Kong) Limited and Frontek Technology Corpamat(incorporated by reference to Exhibit 4.17 from
Annual Report on Form 20-F (File No. 001-3471&diwith the Commission on September 2, 2010)

Supplement to Non-Exclusive Distributorégment dated as of July 27, 2010 between Alphar&@a
Semiconductor (Hong Kong) Limited and Frontek Teathgy Corporation (incorporated by reference to
Exhibit 4.18 from Annual Report on Form 20-F (Ale. 001-34717) filed with the Commission on
September 2, 2010)

First Amendment of Supplement to DistitiuAgreement dated as of April 21, 2011 betwegrhAl&
Omega Semiconductor (Hong Kong) Limited and Frorfiekhnology Corporation

Non-Exclusive Distributor Agreement datedfduly 27, 2010 between Alpha & Omega Semicoratuct
(Hong Kong) Limited and Promate Electronic Co.,.l(fdcorporated by reference to Exhibit 4.19 from
Annual Report on Form 20-F (File No. 001-3471&diwith the Commission on September 2, 2010)

Supplement to Non-Exclusive Distributorégment dated as of July 27, 2010 between Alphar&ga
Semiconductor (Hong Kong) Limited and Promate Ettt Co., Ltd. (incorporated by reference to Exthib
4.20 from Annual Report on Form 20-F (File No. B1r17) filed with the Commission on September 2,
2010)

First Amendment of Supplement to DistitruAgreement dated as of April 21, 2011 betwegrhAl&
Omega Semiconductor (Hong Kong) Limited and Prorgetronic Co., Ltd. (incorporated by reference to
Exhibit 10.18 from Annual Report Form 10-K filedttvithe Commission on September 9, 2011)

Settlement and Cross License Agreemeeti dat of October 17, 2008 among the RegistranhaAimd
Omega Semiconductor Incorporated and Alpha and @rBegniconductor Limited, Fairchild Semiconductor
Corporation, and Fairchild Semiconductor InternagipInc. (incorporated by reference to Exhibit120from
Registration Statement on Form F-1 (File No. 3388&3) filed with the Commission on March 31, 2010)

Lease dated as of December 23, 2009 betilpha and Omega Semiconductor Incorporated and OA
Oakmead IlI, LLC (incorporated by reference to ExHiB.19 from Registration Statement on Form Flle(F
No. 333-165823) filed with the Commission on Magdh 2010)

Guarantee dated as of January 5, 2010 betivedregistrant and OA Oakmead I, LLC (incorpedaby
reference to Exhibit 10.20 from Registration Stagatron Form F-1 (File No. 333-165823) filed witle th
Commission on March 31, 2010)

Form of Indemnification Agreement (incorgethby reference to Exhibit 10.11 from RegistratBiatement
on Form F-1 (File No. 333-165823) filed with ther@mission on March 31, 2010)

Form of Employment Agreement between theédRegt and Mike F. Chang (incorporated by refeeetac
Exhibit 10.13 from Registration Statement on Forth (File No. 333-165823) filed with the Commissiam
March 31, 2010)

Form of Retention Agreement (incorporateddfgrence to Exhibit 10.14 from Registration Stegat on
Form F-1 (File No. 333-165823) filed with the Conssion on March 31, 2010)

Form of Restricted Shares Purchase Agreefimenrporated by reference to Exhibit 10.21 froegRtration
Statement on Form F-1 (File No. 333-165823) filathuhe Commission on March 31, 2010)

Summary of 2011 Executive Incentive Plandiporated by reference to Exhibit 10.30 from ArrReport
on Form 10-K filed with the Commission on Septemie2011)

Summary of Fiscal Year 2013 Executive Ingerilan (incorporated by reference to Exhibit 1fr@m
Annual Report on Form 10-K (File No.: 001-347171gdi with the Commission on August 31, 2012)

Asset Purchase Agreement dated as of Decdp2011 between Alpha & Omega Semiconductor tedyi
Jireh Semiconductor Limited and Integrated Devieehhology, Inc. (incorporated by reference to Eixhib
10.1 from Form 8-K filed with the Commission on RBetber 14, 2011)

Offer Letter to Mary L. Dotz dated as of ey 15, 2012 (incorporated by reference to ExHibi33 from
Annual Report on Form 10-K (File No.: 001-347171gdi with the Commission on August 31, 2012)
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10.30

10.31

10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39*
21.1*
23.1*
31.1*
31.2*
32.1*

32.2*

101.INS

101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

Third Addendum to Foundry Service Agreenaaiéd as of March 6, 2012 by and among the Registrad
Shanghai Hua Hong NEC Electronics Company, Limftedorporated by reference to Exhibit 10.34 from
Annual Report on Form 10-K (File No.: 001-3471Tedi with the Commission on August 31, 2012)

Amended Form of Restricted Share Unit Isseidgreement (incorporated by reference to ExiibiB5
from Annual Report on Form 10-K (File No.: 001-3Z7 filed with the Commission on August 31, 2012)

Summary of Amended Fiscal Year 2013 Exeeutieentive Plan (incorporated by reference to BikfAi0.31
from Quarterly Report on Form 10-Q (File No.: 004¢37) filed with the Commission on May 6, 2013)

Special Bonus Letter to Mary L. Dotz dated@fiMay 15, 2013 (incorporated by reference toikiki0.33
from Annual Report on Form 10-K (File No: 001-34Yfiled with the Commission on August 30, 2013)

Summary of Fiscal Year 2014 Executive Ingerielan (incorporated by reference to Exhibit 201®m
Annual Report on Form 10-K (File No: 001-34717gdilwith the Commission on August 30, 2013)

Form of Director's Share Option Agreement under&bmatic Grant Program (incorporated by referetox
Exhibit 10.1 from Quarterly Report on Form 10-@(ilwith the Commission on November 6, 2013)

Consulting Agreement with Mary L. Dotz dasedof February 3, 2014 (incorporated by referéadexhibit
10.1 from Quarterly Report on Form 10-Q filed wiitle Commission on May 9, 2014)

Amendment to Automatic Grant Program for Mwnployee Directors under the 2009 Share Optioniha
Issuance Plan (incorporated by reference to Exhib2 from Quarterly Report on Form 10-Q filed witle
Commission on May 9, 2014)

Form of Restricted Share Unit Agreementofiporated by reference to Exhibit 10.3 from QudytBeport
on Form 10-Q filed with the Commission on May 912p

Summary of Fiscal Year 2015 Executive IricenPlan

List of Subsidiaries of the Registrant

Consent of Grant Thornton LLP, independegistered public accounting firm of Registrant
Certification of Chief Executive Officer reijed by Rule 13(a)-14(a) under the Exchange Act
Certification of Chief Financial Officer raged by Rule 13(a)-14(a) under the Exchange Act

Certification of Chief Executive Officer reijed by Rule 13d4(b) under the Exchange Act and Section 1
of Chapter 63 of Title 18 of the United States Code

Certification of Chief Financial Officer ragjed by Rule 13a-14(b) under the Exchange Act@mction 1350
of Chapter 63 of Title 18 of the United States Code

XBRL Instance

XBRL Taxonomy Extension Schema
XBRL Taxonomy Extension Calculation
XBRL Taxonomy Extension Definition
XBRL Taxonomy Extension Labels

XBRL Taxonomy Extension Presentation

* Filed with this Annual Report on Form 10-K.
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t1 Confidential treatment has been granted foaoemformation contained in this document pursuargn order of the Securities and Excha
Commission. Such information has been omitted ded $eparately with the Securities and Exchanga@ission.
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Exhibit 10.39
ALPHA AND OMEGA SEMICONDUCTOR LIMITED

FY 2015 EXECUTIVE INCENTIVE PLAN
The following is a summary of the operation of tBrecutive Incentive Plan (the “Plan8stablished by Alpha and Omq
Semiconductor Limited (the “Company”) for Fiscalafe015.

Participants
Executive officers and Vice Presidents.

Performance Bonus
Participants are eligible to receive a bonus baseithe level of attainment of pre-specified corpeerformance goals. The
Company’s compensation committee establishes tHerpgance goals to be attained.

Performance Goals

The corporate performance goals for Fiscal Yearb2&re revenue and ndBAAP operating income (after bonus payout).
amount of bonus earned is based 50% on revenuevachand 50% on the n@AAP operating income achieved. A minimun
80% of the target goal for revenue and 70% for aireg income goal must be achieved for payout utitkgrgoal; in addition, r
bonus will be paid under either performance goa hinimum of 70% of the operating income targehds achievedAs uset
herein, the term “non-GAAP operating income” meé#ms Companys operating income as determined in accordance Wis
GAAP but excluding (i) share-based compensatioreeses recorded under FASB ASC Topic 718; (ii) impant of longlved
assets; (iii) non-recurring inventory write-dowiy) (acquisition cost; and (v) any other adjustmeraide to arrive at the Company’
non-GAAP operating income as presented in the Compiingd with the Securities Exchange Commissionjuding any Iten
2.02 disclosures on Form 8-K relating to the Comyfmquarterly financial information.

Target Bonus Awards

The Companys compensation committee establishes the bonusgblpabased on the level of attainment of the awre
performance goals. The target bonuses for each chaxecutive officer for Fiscal Year 2015 are adofet: Chief Executiv
Officer: 100% of base salary; Chief Financial Odfic Chief Operating Officer, Chief Technology O#ficand Vice President
Power Discrete Product Line: 60% of base salargeBaon level of performance attained and assurhagrninimum performan:
goals are achieved by the Company, actual bonusupsycan range from 40% to 200% of base salargh®rChief Executiv
Officer; 20% to 120% of base salary for the Chiefarcial officer, Chief Operating Officer, Chief dmology Officer and Vic
President of Power Discrete Product Line.




Payment of Bonus

A portion of the bonus is payable following the efdhe first 6 months of Fiscal Year 2015 basediomevement of performar
goals for such semi-annual period. The bonus paylzdded on fulfrear performance is then reduced by the bonus anpaioh witt
respect to such serainnual period. In the event that Company performateclines in the second half of the year such i
annual bonus would be payable for the fiscal yesel on fiscal year performance, the participamoisrequired to repay a
bonus payment received based on the performanceéhéoffirst 6 months of the fiscal year. The papéit must remain
employment with the Company through the last dathefperformance period to receive a bonus forghebd.



SUBSIDIARIES OF THE REGISTRANT

Subsidiary Name

Incorporated Location

Percentage Owned

Alpha and Omega Semiconductor Incorporated
Alpha and Omega Semiconductor (Cayman) Ltd.

California, United States

Cayman

Alpha and Omega Semiconductor (Shanghai) Co., Lt€hina
Alpha & Omega Semiconductor (Shenzhen) Limited China
Alpha & Omega Semiconductor (Hong Kong) LimitedHong Kong

Alpha & Omega Semiconductor (Macau), Ltd.
Alpha & Omega Semiconductor (Taiwan) Limited
Agape Package Manufacturing Ltd.

Agape Package Manufacturing (Shanghai) Ltd.
Agape Limited

Jireh Semiconductor Incorporated

Macau

Taiwan

Cayman

China

Hong Kong

Oregon, United States

100% owned by AOS
100% owned by AOS
100% owned by AOS
100% owned by AOS
100% owned by AOS
100% owned by AOS
100% owned by AOS
100% owned by AOS
100% owned by AOS
100% owned by AOS
100% owned by AOS

Exhibit 21.1



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We have issued our reports dated August 29, 20itH respect to the consolidated financial statesyesthedules, and internal control over
financial reporting included in the Annual Repdrtédpha and Omega Semiconductor Limited on FornKlfar the year ended June 30, 2014.
We hereby consent to the incorporation by refereficaid reports in the Registration Statemenlplia and Omega Semiconductor Limited
on Forms S-8 (File No. 333-190035, effective Audst2013; File No. 333-186480, effective Februgrg013; File No. 333-180126, effective
March 15, 2012; File No. 333-172173, effective ooy 11, 2011; and File No. 333-166403, effectiyeilA30, 2010).

/sl GRANT THORNTON LLP

San Francisco, California
August 29, 2014



Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT OF 2002

I, Mike F. Chang, certify that:

1.
2.

| have reviewed this report on FormK@f Alpha and Omega Semiconductor Limit

Based on my knowledge, this report does ndiadomany untrue statement of a material fact ortdonstate a material fact necessary
to make the statements made, in light of the cistantes under which such statements were madmisietding with respect to tl
period covered by this report;

Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, angdtfie periods presented in this
report;

The registrant's other certifying officer(s) anaré responsible for establishing and maintainiisgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15@&))%(nd internal control over financial reportirg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

a. Designed such disclosure controls and procedareaused such disclosure controls and procedoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingeired,;

b. Designed such internal control over finanaggdarting, or caused such internal control overrfaia reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataree with generally accepted accounting princjples

C. Evaluated the effectiveness of the registraligcosure controls and procedures and presentiisi report our conclusions
about the effectiveness of the disclosure conttnts procedures, as of the end of the period coumrehlis report based on
such evaluation; and

d. Disclosed in this report any change in thestegit's internal control over financial reportthgt occurred during the
registrant's most recent fiscal quarter (the regyists fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahegporting; and

The registrant's other certifying officer(sgdrhave disclosed, based on our most recent el@tuaf internal control over financial
reporting, to the registrant's auditors and thetaainmittee of the registrant's board of direci@rspersons performing the
equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the rtegig's ability to record, process, summarize amert financial information;
and

b. Any fraud, whether or not material, that invedwmanagement or other employees who have a s@mifiole in the registrant's
internal control over financial reporting.

Date: August 29, 2014

/sl MIKE F. CHANG
Mike F. Chang
Chief Executive Officer




Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT OF 2002
[, Yifan Liang, certify that:

1. | have reviewed this report on FormK@f Alpha and Omega Semiconductor Limit

2. Based on my knowledge, this report does ndiadomany untrue statement of a material fact ortéonstate a material fact necessary
to make the statements made, in light of the cistantes under which such statements were madmisieding with respect to tl
period covered by this report;

3. Based on my knowledge, the financial statemeamits other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, andtfie periods presented in this
report;

4.  The registrant's other certifying officer(s) araré responsible for establishing and maintainiisgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))3nd internal control over financial reportirg defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

a. Designed such disclosure controls and procsdareaused such disclosure controls and procedaitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingered,;

b. Designed such internal control over finanaggdarting, or caused such internal control overrfaia reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataree with generally accepted accounting princjples

C. Evaluated the effectiveness of the registraliscosure controls and procedures and presentiisi report our conclusions
about the effectiveness of the disclosure conttnts procedures, as of the end of the period coumrehlis report based on
such evaluation; and

d. Disclosed in this report any change in thestegint's internal control over financial reportthgt occurred during the
registrant's most recent fiscal quarter (the regits fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahegporting; and

5. The registrant's other certifying officer(sgdrhave disclosed, based on our most recent ei@iuaf internal control over financial
reporting, to the registrant's auditors and thatammmittee of the registrant's board of direcfanspersons performing the
equivalent functions):

a. All significant deficiencies and material weaknesgethe design or operation of internal contraiofinancial reporting whic

are reasonably likely to adversely affect the rtegig's ability to record, process, summarize amert financial information;
and

b.  Any fraud, whether or not material, that invedumanagement or other employees who have a s@mifiole in the registrant's
internal control over financial reporting.

Date: August 29, 2014

/sl YIFAN LIANG

Yifan Liang
Chief Financial Officer and Corporate Secretary




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. § 1350, AS ADOPTED PURSUANTQ SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

I, Mike F. Chang, the chief executive officer ofplih and Omega Semiconductor Limited (the “Comparogitify for the purposes of 18
U.S.C. Section 1350, as adopted pursuant to Seefiérof the Sarbanes-Oxley Act of 2002, that, eolibst of my knowledge,

a. the Annual Report of the Company on Form 1@iktlie fiscal year ended June 30, 2014 (the “R&pdutly complies with the
requirements of section 13(a) or 15(d) of the SéearExchange Act of 1934, as amended; and

b. the information contained in the Report faphgsents, in all material respects, the finan@alition and results of operations of the
Company.

Date: August 29, 2014

/sl MIKE F. CHANG

Mike F. Chang
Chief Executive Officer



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. § 1350, AS ADOPTED PURSUANTQ SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

I, Yifan Liang, the chief financial officer of Alghand Omega Semiconductor Limited (the “Comparggéijtify for the purposes of 18
U.S.C. Section 1350, as adopted pursuant to Seefiérof the Sarbanes-Oxley Act of 2002, that, eolibst of my knowledge,

a. the Annual Report of the Company on Form 1@iktlie fiscal year ended June 30, 2014 (the “R&pdutly complies with the
requirements of section 13(a) or 15(d) of the SéearExchange Act of 1934, as amended; and

b. the information contained in the Report faphgsents, in all material respects, the finan@alition and results of operations of the
Company.

Date: August 29, 2014

/sl YIFAN LIANG

Yifan Liang
Chief Financial Officer and Corporate Secretary




