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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

(in thousands, except per share data)

HITTITE MICROWAVE CORPORATION
Condensed Consolidated Balance Sheets
(Unaudited)

September 30, 2009

December 31, 2008

Assets
Current assets:
Cash and cash equivalents

Accounts receivable, net of allowance for doubtful accounts of $334 and $234,

respectively
Inventories
Deferred costs
Income taxes receivable

Prepaid expenses and other current assets

Deferred taxes
Total current assets

Property and equipment, net
Other assets

Total assets

Liabilitiesand stockholders equity
Current liabilities:

Accounts payable

Accrued commissions

Accrued payroll and benefits

Accrued other expenses

Customer advances

Deferred revenue

Total current liabilities

L ong-term income taxes payable
Deferred taxes

Total liabilities

Commitments and contingencies (Note 6)

Stockholders' equity:

Preferred stock, $.01 par value: 5,000 shares authorized; no shares issued or outstanding
at September 30, 2009 and December 31, 2008

Common stock, $.01 par value: 200,000 shares authorized; 30,124 and 30,291 shares
issued and outstanding at September 30, 2009 and December 31, 2008, respectively

Additional paid-in capital

Accumulated other comprehensive income (10ss)

Retained earnings

Total stockholders' equity

Total liabilities and stockholders’ equity

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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$ 215171 $ 180,856
19,549 27,650

17,788 13,981

110 139

1,935 20

1,086 1,127

7,161 6,206

262,800 229,979

20,293 17,927

5,769 7,178

$ 288,862 $ 255,084
$ 3308 $ 2778
843 1,307

2,400 2,497

3,310 3,032

542 723

4,317 2,748

14,720 13,085

4,948 4,689

712 381

20,380 18,155

301 303

130,716 121,274

196 (73)

137,269 115,425

268,482 236,929

$ 288,862 $ 255,084
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(in thousands, except per sharedata)

HITTITE MICROWAVE CORPORATION
Condensed Consolidated Statements of Operations
(Unaudited)

Three Months Ended September 30,

Nine M onths Ended September 30,

2009

2008

2009

2008

Revenue
Cost of revenue

Gross profit

Operating expenses:
Research and devel opment
Sales and marketing
General and administrative

Total operating expenses
Income from operations
Interest income

Other income (expense), net

Income before income taxes
Provision for income taxes

Net income
Earnings per share:

Basic
Diluted

Weighted average shares outstanding:

Basic
Diluted

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.

$ 41,469 $ 45528 $ 119,337 $ 133,858
11,623 12,504 34,238 38,588
29,846 33,024 85,099 95,270
5,609 6,404 16,877 17,978
3,778 3,988 10,881 12,021
2,185 2,117 7,179 6,282
11,572 12,509 34,937 36,281
18,274 20,515 50,162 58,989

85 826 350 2,833
@ (88) 13 (216)
18,352 21,253 50,525 61,606
6,367 7,555 17,769 21,396

$ 11,985 $ 13,698 $ 32,756 $ 40,210

$ 041 $ 045 $ 112 $ 1.31

$ 040 $ 044 $ 110 $ 1.29
29,438 30,464 29,372 30,654
29,933 30,907 29,816 31,176

4




Table of Contents

HITTITE MICROWAVE CORPORATION
Condensed Consolidated Statements of Cash Flows

(Unaudited)
Nine Months Ended September 30,
(in thousands) 2009 2008
Cash flows from operating activities:
Net income $ 32,756 $ 40,210
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 3,876 4,290
Amortization 1,078 1,078
Deferred taxes (623) (1,144)
Provision for doubtful accounts 341 55
Provision for inventory obsolescence 1,101 895
Stock-based compensation 4,879 4,104
Changes in operating assets and liabilities:
Accounts receivable 7,810 (6,002)
Inventories (4,908) 872
Deferred costs 29 69
Other assets 384 (1,173)
Deferred revenue and customer advances 1,388 (2,361)
Accounts payable 531 804
Accrued expenses (299) 1,626
Income taxes (1,667) 1,361
Net cash provided by operating activities 46,676 44,684
Cash flows from investing activities:
Purchases of property and equipment (6,179) (4,172)
Purchases of available-for-sale investments — (28,294)
Sales and maturities of available-for-sale investments — 127,301
Net cash provided by (used in) investing activities (6,179) 94,835
Cash flows from financing activities:
Proceeds from exercise of stock options 3,047 1,997
Purchase of Company common stock (10,916) (22,220)
Excess income tax benefit related to stock-based compensation plans 1,530 772
Net cash used in financing activities (6,339) (19,451)
Effect of exchange rate changes on cash and cash equivaents 157 (125)
Net increase in cash and cash equivalents 34,315 119,943
Cash and cash equivalents, beginning of period 180,856 65,735
Cash and cash equivalents, end of period $ 215171 $ 185,678

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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HITTITE MICROWAVE CORPORATION
Notes to Condensed Consolidated Financial Statements

(Unaudited)
1. General

Theinterim consolidated financial statements presented herein have been prepared by Hittite Microwave Corporation (the Company),
are unaudited and, in the opinion of management, include all adjustments, consisting only of normal, recurring adjustments and
accruals, necessary for afair presentation of the Company’s financial position at September 30, 2009, results of operations for the
three- and nine-month periods ended September 30, 2009 and September 30, 2008 and cash flows for the nine-month periods ended
September 30, 2009 and September 30, 2008 in accordance with accounting principles generally accepted in the United States. Events
subsequent to September 30, 2009 have been evaluated through the November 6, 2009 issuance date of these consolidated financial
statements. Interim results are not necessarily indicative of results for afull year. The condensed consolidated balance sheet presented
as of December 31, 2008 has been derived from the audited consolidated financia statements as of that date.

The consolidated financial statements and notes are presented as permitted by Form 10-Q and do not contain all of the information
that isincluded in the annua financia statements and notes of the Company. The consolidated financial statements and notes
presented herein should be read in conjunction with the financia statements and notes included in the Company’s Annual Report on
Form 10-K for the year ended December 31, 2008.

The Company operatesin one reportable segment: the design, development and production of integrated circuits, modules, and
subsystems.

2. Recent Accounting Pronouncements

In June 2009, the Financial Accounting Standards Board (FASB) issued authoritative guidance that isincluded in Accounting
Standards Codification (ASC) 105, “Generally Accepted Accounting Principles.” This guidance establishes the FASB Accounting
Standards Codification as the source of authoritative U.S. Generally Accepted Accounting Principles (GAAP) recognized by the
FASB to be applied by nongovernmental entities. The Company adopted this guidance effective July 1, 2009. This guidance does not
change GAAP, therefore its adoption had no impact on the Company’ s financia position or results of operations. Referencesto GAAP
in this Quarterly Report on Form 10-Q have been updated to reflect the ASC.

In September 2006, the FASB issued authoritative guidance that isincluded in ASC 820, “Fair Value Measurements and Disclosures.”
This guidance clarifies the definition of fair value, establishes guidelines for measuring fair value and expands the related disclosure
requirements. The Company adopted this guidance effective January 1, 2008, except as it applies to certain non-financial assets and
non-financial liabilities, for which the guidance was implemented effective January 1, 2009. Such adoption did not have a material
impact on the Company’ s financial position or results of operations. See Note 4 for disclosures regarding the fair value of the
Company’ s financial instruments.

In December 2007, the FASB issued authoritative guidance that isincluded in ASC 805, “Business Combinations.” This guidance
establishes principles and requirements for how an acquirer recognizes and measures the identifiable assets and goodwill acquired,
liabilities assumed and noncontrolling interests. The guidance also establishes disclosure requirements to enabl e the evaluation of the
nature and financial effects of the business combination. In April 2009, the FASB amended and clarified this guidance with respect to
theinitial recognition and measurement, subsequent measurement and disclosure of contingent assets and liabilities arising from a
business combination. The Company adopted this guidance effective January 1, 2009. Such adoption did not have a material impact
on the Company’s financial position or results of operations.

In March 2008, the FASB issued authoritative guidance that isincluded in ASC 815, “Derivatives and Hedging.” This guidance
requires enhanced disclosures to enable investors to better understand the effects of derivative instruments and hedging activities on an
entity’s financial position, results of operations and cash flows. The Company adopted this guidance effective January 1, 2009. Such
adoption did not have a material impact on the Company’s financial position or results of operations.

In April 2008, the FASB issued authoritative guidance that isincluded in ASC 350, “Intangibles — Goodwill and Other.” This
guidance amends the factors that should be considered in developing renewal or extension assumptions used to determine the useful
life of arecognized intangible. The guidance improves the consistency between the useful life of arecognized intangible asset and the
period of expected cash flows used to measure the fair value of the asset. The Company adopted this guidance effective January 1,
2009. Such adoption did not have a material impact on the Company’s financial position or results of operations.

In April 2009, the FASB issued authoritative guidance that isincluded in ASC 320, “Investments - Debt and Equity Securities.” This
guidance amends the guidance for recognizing other-than-temporary impairments of debt securities and requires additional disclosures
with respect to both debt and equity securities. The Company adopted this guidance effective January 1, 2009. Such adoption did not
have amaterial impact on the Company’s financial position or results of operations.

In April 2009, the FASB issued authoritative guidance that isincluded in ASC 825, “Financial Instruments.” This guidance requires
that disclosures regarding the fair value of financial instruments be provided in interim financial statements. The Company adopted
this guidance effective January 1, 2009. Such adoption did not have a material impact on the Company’s financial position or results
of operations.

In May 2009, the FASB issued authoritative guidance that isincluded in ASC 855, “ Subsequent Events.” This guidance provides
guidance related to the accounting for and disclosure of events that occur after the balance sheet date but before the financial
statements are issued or are available to be issued, and specifies related disclosure requirements. The Company adopted this guidance
for the quarterly period ended June 30, 2009. Such adoption did not have a material impact on the Company’ s financial position or
results of operations.

In October 2009, the FASB issued Accounting Standards Update (ASU) 2009-13, “Multiple-Deliverable Revenue Arrangements,”
which amends ASC 605-25. ASU 2009-13 modifies how consideration is allocated for the purpose of revenue recognition when an
arrangement involves multiple deliverables and expands the related disclosure requirements. The guidance eliminates the residual
method of revenue allocation, and requires that the vendor use its best estimate to allocate arrangement consideration between the
deliverables in cases where neither vendor-specific objective evidence nor third-party evidence is available. ASU 2009-13 will be



effective for the Company on January 1, 2011, with early adoption permitted. The Company is currently evaluating the impact the
adoption of ASU 2009-13 will have on its financial position and results of operations.

In October 2009, the FASB issued ASU 2009-14, “ Certain Revenue Arrangements That Include Software Elements,” which amends
ASC 985-605. ASU 2009-14 modifies the scope of the software revenue guidance in ASC 985-605 to exclude tangible products that
contain both software components and non-software components. ASU 2009-14 will be effective for the Company on January 1,
2011, with early adoption permitted. The Company does not believe that the adoption of ASU 2009-14 will have a material effect on
its financial position or results of operations.
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3. Compr ehensive Income

Comprehensive income consists of the following:

Three Months Ended September 30, Nine M onths Ended September 30,
(in thousands) 2009 2008 2009 2008
Net income $ 11,985 $ 13,698 $ 32,756 $ 40,210
Foreign currency translation adjustments 206 (383) 269 (188)
Comprehensive income $ 12,191 $ 13,315 $ 33,025 $ 40,022

4. Fair Value of Financial I nstruments

The Company measures at fair value certain financial assets and financid liabilities. Fair valueis the price that would be received for
an asset, or the exit price that would be paid to transfer aliability, in the principal or most advantageous market in an orderly
transaction between market participants on the measurement date. There are three levels of inputs used to measure fair value, arranged
in a hierarchy that maximizes the use of observable inputs:

Level 1:  Quoted pricesin active markets for identical assets or liabilities.

Level 22 Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities, quoted prices
in markets that are not active or other inputs that are observable or can be corroborated by observable market
data for substantially the full term of the related assets or liabilities.

Level 3 Unaobservable inputs that are supported by little or no market activity.

Assets and liabilities measured at fair value are classified in their entirety based on the lowest level of input that is significant to the
fair value measurement. The Company’ s assessment of the significance of a particular input to the fair value measurement requires
judgment and considers factors specific to the asset or liability. The following table sets forth the Company’ s financial assets that were
measured at fair value within the fair value hierarchy:

September 30, 2009
(in thousands) Level 1 Level 2 Level 3 Total

Money market funds $ 191,955 $ — $ — $ 191,955
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5. Inventories

Net inventories consist of the following:

(in thousands) September 30, 2009 December 31, 2008
Raw materials $ 7944 $ 7,397
Work in process 5,747 2,986
Finished goods 4,097 3,598
$ 17,788 $ 13,981

6. Commitments and Contingencies
Indemnification

In connection with the sale of productsin the ordinary course of business, the Company often makes representations affirming, among
other things, that its products do not infringe on the intellectual property rights of others, and agrees to indemnify customers against
third-party claims for such infringement. Further, the Company’s by-laws require it to indemnify its officers and directors against any
action that may arise out of their servicesin that capacity, and the Company has a so entered into indemnification agreements with
respect to all of its directors. The Company has not been subject to any material liabilities under such provisions and therefore believes
that its exposure for these indemnification obligationsis minimal. Accordingly, the Company has no liabilities recorded for these
indemnity agreements as of September 30, 2009 or December 31, 2008.

Product Warranties

The Company provides product warranties in conjunction with certain product sales. Generally, product sales are accompanied by a
one-year warranty period. These warranties cover factors such as nonconformance to specifications and defectsin material and
workmanship. Estimated standard warranty costs are recorded in the period in which the related product sales occur. The warranty
liability recorded at each balance sheet date reflects the estimated number of months of warranty coverage outstanding for products
delivered multiplied by the average of historical monthly warranty costs, as well as any additional amounts for major warranty issues
that may exceed a normal claimslevel. The Company’ s warranty accrual and related expense were immaterial to the Company’s
financial position and results of operations for the periods presented herein.

Intellectual Property Claims

In recent years there has been significant litigation involving intellectual property rights in many technology-based industries,
including the Company’s. Although the Company has not to date incurred any liabilities as aresult of claims that its products infringe
any patents or other proprietary rights of third parties, it has from time to time received notice of such claims from third parties and
could be subject to other such claimsin the future. Since patent applications often are not disclosed until a patent issues, it is not
always possible for the Company to know whether patent applications are pending that might be infringed by its products, and there
could be issued patents that are pertinent to the Company’ s business of which it is not aware. The Company’s products may also be
claimed to infringe intellectual property rights of others as aresult of activities by its foundries or other suppliers with respect to which
it has no control or knowledge. During the first quarter of 2008, the Company received aletter from athird party asserting that sales
by the Company of certain of the Company’s products infringe a patent that allegedly applies to a semiconductor process used by
certain of the Company’s foundries in manufacturing wafers supplied by those foundries to the Company for use in these products.
The Company isinvestigating this claim of infringement. The Company believes that to the extent it might incur liability as aresult of
infringement by any of its foundries of this or any other third party’s patent, the Company would be entitled to be indemnified by such
foundry. During the third quarter of 2008, another third party commenced an action against the Company in which it alleges that
certain of the Company’s products infringe patents held by the third party. The Company has filed an answer denying that the
Company infringes and asserting defenses, including that the patents in question are invalid. During the third quarter of 2009, another
third party commenced an action against the Company, in which it alleges that one of the Company’ s products infringes a patent held
by the third party. The Company isinvestigating this claim. There can be no assurance that these or any other pending or future
litigation or claims relating to infringement of third-party intellectual property rights can be resolved in a manner favorable to the
Company. Any claims relating to the alleged infringement by the Company of third-party proprietary rights, whether meritorious or
not, could be time-consuming to defend and could harm the Company’ s working relationships with the Company’ s foundries and
customers, damage the Company’ s reputation, result in substantial and unanticipated costs associated with litigation, require the
Company to enter into royalty or licensing agreements, which may not be available on acceptable terms or at all, or result in the
payment by the Company of substantial damages. If the Company were found to infringe the intellectual property rights of any third
party and if alicense were not available on reasonable terms, the Company could be required to redesign the infringing product so as
not to infringe, which could be time consuming and costly, or if thisis not feasible, could be required to withdraw the infringing
product from the market.




Table of Contents

7. Earnings per Share

The following table sets forth the computation of basic and diluted net income per share:

Three Months Ended September 30,

Nine M onths Ended September 30,

(in thousands, except per share data) 2009 2008 2009 2008
Basic earnings per share:

Net income $ 11985 $ 13,698 $ 32,756 $ 40,210
Weighted average common shares outstanding 29,438 30,464 29,372 30,654
Basic earnings per share $ 041 $ 045 $ 112 $ 131
Diluted earnings per share:

Net income $ 11,985 $ 13,698 $ 32,756 $ 40,210
Weighted average common shares outstanding 29,438 30,464 29,372 30,654
Effect of dilutive stock options and restricted stock 495 443 444 522
Adjusted weighted average shares — diluted 29,933 30,907 29,816 31,176
Diluted earnings per share $ 040 $ 044 $ 110 $ 1.29

The dilutive effect of outstanding options and restricted stock is reflected in diluted earnings per share by application of the treasury

stock method, which includes consideration of unamortized compensation cost and tax benefits on stock-based compensation.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This information should be read in conjunction with our audited consolidated financia statements and notes thereto and
Management’ s Discussion and Analysis of Financial Condition and Results of Operations appearing in our Annual Report on
Form 10-K for the year ended December 31, 2008.

Description of Our Revenue, Costs and Expenses

Revenue. Our revenueis derived primarily from the sale of standard and custom products. We devel op standard products from our
own specifications, which we sell through our direct sales organization, our network of independent sales representatives, a distributor
and our website. We also develop custom products to meet the specialized requirements of individual customers, which are sold by
our direct sales organization.

We sell our productsto original equipment manufacturers (OEMSs), that supply advanced electronic systems to commercial and
military end users, and to these OEMS' contract manufacturers. In general, the decision to purchase our product is made by the OEM,
which has designed our product into its system. In the event that we sell to an OEM’s contract manufacturer, the contract
manufacturer typically does not have discretion to replace our product with one from a different supplier.

Our sales cycle varies substantially, ranging from a period of a month or less when a customer selects a standard product from our
catalog or website, to as long as two years or more for custom products. In the sales process, our sales and application engineers work
closely with the OEM customer to analyze the customer’ s system requirements and select an appropriate standard product or establish
atechnical specification for a custom product. In the case of a custom product, we also select a semiconductor process and foundry,
and evaluate test wafers and finished components before manufacturing in commercial quantities can begin. VVolume purchases of our
products by an OEM customer, or its contract manufacturer, generally do not occur until the OEM customer has made the decision to
begin production of the system incorporating our product. Our receipt of substantial revenue from sales of a product to an OEM
customer depends on that customer’s commercial success in manufacturing and selling its system incorporating our product. It may
take several years for anewly introduced standard product to generate substantial revenue, if ever. However, the life cycles of our
standard products tend to be lengthy.

Although most of our revenue is derived from sales of our products, we also receive a small percentage of our revenue from customer-
sponsored research and devel opment activities. These activities range from pure research, in which we investigate IC design
techniques on new semiconductor technologies at the request of a government agency or commercia customer, to custom
development projects in which we are paid to enhance or modify an existing product or develop a new product to meet a customer’s
specifications.

Historically, a portion of our customer-sponsored research and development activities have been funded by U.S. government agencies
under the Small Business Innovation Research (SBIR) program. We are no longer eligible to compete for new SBIR awards and, as of
September 30, 2009, have completed substantially all of our existing SBIR projects. Revenue from SBIR contracts was immaterial in
both 2008 and the nine months ended September 30, 2009. There has been no impact to our other U.S. government- or commercial-
sponsored research and development activities. Research and devel opment expense will increase as we reassign engineering resources
from government-sponsored SBIR programs to Hittite funded research and development projects.

Cost of revenue. Cost of revenue consists primarily of the cost of semiconductor wafers that we purchase from our foundries and
other materials such as packages, epoxies, connectors and production masks. Cost of revenue also includes personnel costs and
overhead related to our manufacturing and engineering operations, including occupancy and equipment costs, shipping costs, charges
for inventory obsolescence and warranty obligations and amortization of certain intangible assets.

Research and development. Research and devel opment expense consists primarily of personnel costs of our research and
development organization, costs of development wafers, license fees for computer-aided design software, costs of development testing
and evaluation, costs of developing automated test software, and related occupancy and equipment costs. We expense all research and
development costs as incurred.
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Sales and marketing.  Sales and marketing expense consists primarily of personnel costs of our sales and marketing organization,
sales commissions paid to independent sales representatives, costs of advertising, trade shows, corporate marketing, promotion, travel,
related occupancy and equipment costs, amortization of certain intangible assets and other marketing costs.

General and administrative. General and administrative expense consists primarily of personnel costs of our executive management,
finance, and other administrative staff, outside professional fees, related occupancy and eguipment costs and other corporate expenses.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial condition and results of operations are based on our consolidated financial statements.
The preparation of financial statements, in conformity with accounting principles generally accepted in the United States, requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the reporting
period. By their nature, these estimates and judgments are subject to an inherent degree of uncertainty. On an ongoing basis, we re-
evaluate our judgments and estimates including those related to uncollectible accounts receivable, inventories, intangible assets, stock-
based compensation, income taxes, warranty obligations, accrued expenses and other contingencies. We base our estimates and
judgments on our historical experience and on other assumptions that we believe are reasonable under the circumstances, the results of
which form the basis for making the judgments about the carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results could differ from those estimates, and material effects on our operating results and financial position may
result.
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For adescription of the accounting policies which, in our opinion, involve the most significant application of judgment, or involve
complex estimation, and which could, if different judgments or estimates were made, materially affect our reported results of
operations, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Critical Accounting
Policies and Estimates’ in our Annual Report on Form 10-K for the year ended December 31, 2008.

Results of Operations

Comparison of the Three Month Periods Ended September 30, 2009 and 2008

Revenue. In the three months ended September 30, 2009, our revenue decreased $4.1 million, or 8.9%, to $41.5 million, compared
with $45.5 million in the corresponding period of 2008. Revenue from sales to customers outside the United States accounted for
57.0% of our total revenue in the three months ended September 30, 2009, compared with 60.2% in the corresponding period of 2008.
Our revenue decrease was primarily attributable to decreased sales to the broadband, cellular infrastructure, and microwave and
millimeterwave communications markets, caused primarily by the recent global economic downturn and related credit crisis that have
been affecting us along with the entire semiconductor industry.

Gross margin. In the three months ended September 30, 2009, our gross margin was 72.0%, compared with 72.5% in the
corresponding period of 2008. The decrease in gross margin was primarily attributable to pricing and production cost variances,
partialy offset by relatively favorable project costs experienced on certain government contracts in 2009 as compared to 2008.

In light of the recent global recession, we took steps early in 2009 to reduce expenses across our business, and maintained these
measures during the three months ended September 30, 2009. While we may decide to reduce expenses further, we believe that
increased spending in research and development will be required for us to remain competitive in the future, and our mid- and long-
term plans for growth also require increased spending to support our operations, sales, marketing and administrative functions.
Accordingly, our goal isto manage expenses in a manner that balances near-term financial goals with our longer term strategic
objectives.

Research and development expense. In the three months ended September 30, 2009, our research and devel opment expense decreased
$0.8 million, or 12.4%, to $5.6 million, and represented 13.5% of our revenue, compared with $6.4 million, or 14.1% of our revenue,
in the corresponding period of 2008. The decrease in our research and devel opment expense was attributable to a $0.3 million
decrease in personnel costs, a $0.2 million decrease in depreciation and a $0.3 million decrease in other costs. The decrease in
personnel costs reflects cost savingsinitiatives, partially offset by the cost increase associated with a shift in engineering resources
from customer sponsored activities, the costs for which are charged to cost of revenue, to internal research and devel opment activities.

Sales and marketing expense. In the three months ended September 30, 2009, our sales and marketing expense decreased $0.2 million,
or 5.3%, to $3.8 million, and represented 9.1% of our revenue, compared with $4.0 million, or 8.8% of our revenue, in the
corresponding period of 2008. The decrease in our sales and marketing expense was primarily attributable to a $0.1 million decrease
in personnel costs, primarily due to recent cost savings initiatives, and a $0.1 million net decrease in other costs.

General and administrative expense. In the three months ended September 30, 2009, our general and administrative expense increased
$0.1 million, or 3.2%, to $2.2 million, and represented 5.3% of our revenue, compared with $2.1 million, or 4.6% of our revenue, in
the corresponding period of 2008. The increase in our general and administrative expense was primarily attributable to a $0.2 million
increase in professional fees, partialy offset by a $0.1 million net decrease in other costs.

Interest income. In the three months ended September 30, 2009, our interest income decreased $0.7 million to $0.1 million, compared
with $0.8 million in the corresponding period of 2008, as aresult of lower effective yields, due to prevailing market conditions,
partialy offset by the impact of higher cash and investment balances.

Provision for income taxes. Our provision for income taxes decreased $1.2 million to $6.4 million in the three months ended
September 30, 2009, compared with $7.6 million in the corresponding period of 2008, representing an effective tax rate of 34.7% and
35.5% in 2009 and 2008, respectively. The effective tax rate decreased primarily as aresult of a decrease in state income taxes and an
increase in foreign tax benefit partially offset by adecrease in our tax-exempt interest income. Generally, the effective tax rates differ
from the federal and state statutory tax rates primarily due to the impact of federal and state tax credits, tax-exempt interest income
and tax benefits from manufacturing activities.
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Comparison of the Nine month Periods Ended September 30, 2009 and 2008

Revenue. In the nine months ended September 30, 2009, our revenue decreased $14.5 million, or 10.8%, to $119.3 million, compared
with $133.9 million in the corresponding period of 2008. Revenue from sales to customers outside the United States accounted for
60.0% of our total revenue in the nine months ended September 30, 2009, compared with 59.4% in the corresponding period of 2008.
Our revenue decrease was primarily attributable to decreased sales to the broadband, microwave and millimeterwave communications,
military, space and test and measurement markets, caused primarily by the recent global economic downturn and related credit crisis,
partially offset by an increase in salesto the cellular infrastructure market.

Gross margin. In the nine months ended September 30, 2009, our gross margin was 71.3%, compared with 71.2% in the
corresponding period of 2008. The increase in gross margin was primarily attributable to afavorable change in product mix, offset by
unfavorable pricing and production cost variances. In addition, we experienced relatively favorable project costs on certain
government contractsin 2009 as compared to 2008.

Research and development expense. In the nine months ended September 30, 2009, our research and devel opment expense decreased
$1.1 million, or 6.1%, to $16.9 million, and represented 14.1% of our revenue, compared with $18.0 million, or 13.4% of our revenue,
in the corresponding period of 2008. The decrease in our research and devel opment expense was attributable to a $0.4 million
decrease in depreciation, a $0.3 million decrease in personnel costs and a $0.4 million decrease in other costs. The decrease in
personnel costs reflects cost savingsinitiatives, partially offset by the cost increase associated with a shift in engineering resources
from customer sponsored activities, the costs for which are charged to cost of revenue, to internal research and development activities.

Sales and marketing expense. In the nine months ended September 30, 2009, our sales and marketing expense decreased $1.1 million,
or 9.5%, to $10.9 million, and represented 9.1% of our revenue, compared with $12.0 million, or 9.0% of our revenue, in the
corresponding period of 2008. The decrease in our sales and marketing expense was primarily attributable to a $0.5 million decrease
in personnel costs, a$0.1 million decrease in travel costs and a $0.3 million net decrease in other costs, primarily due to recent cost
savings initiatives. In addition, third party commissions decreased $0.2 million, due to our decrease in revenue.

General and administrative expense. In the nine months ended September 30, 2009, our general and administrative expense increased
$0.9 million, or 14.3%, to $7.2 million, and represented 6.0% of our revenue, compared with $6.3 million, or 4.7% of our revenue, in
the corresponding period of 2008. The increase in our general and administrative expense was primarily attributable to a $0.6 million
increase in professional fees and a$0.3 million increase in bad debt expense.

Interest income. In the nine months ended September 30, 2009, our interest income decreased $2.5 million to $0.3 million, compared
with $2.8 million in the corresponding period of 2008, as aresult of lower effective yields, due to prevailing market conditions,
partially offset by the impact of higher cash and investment balances.

Provision for income taxes. Our provision for income taxes decreased $3.6 million to $17.8 million in the nine months ended
September 30, 2009, compared with $21.4 million in the corresponding period of 2008, representing an effective tax rate of 35.2% and
34.7% in 2009 and 2008, respectively. The effective tax rate increased primarily as aresult of the decrease in our tax-exempt interest
income, partially offset by a decrease in state income taxes. Generaly, the effective tax rates differ from the federal and state statutory
tax rates primarily due to the impact of federal and state tax credits, tax-exempt interest income and tax benefits from manufacturing
activities.

Liquidity and Capital Resources
As of September 30, 2009, we held $215.2 million of cash and cash equivalents. During the third quarter of 2009, given our cash

position, we canceled our $30.0 million bank credit facility, which had been inactive over the past year and had no outstanding
balance.

In the nine months ended September 30, 2009, cash provided by our operations was $46.7 million, of which the principal components
were our net income of $32.8 million and non-cash charges of $11.3 million, as well as a net decrease in operating assets and
liabilities of $3.3 million, partially offset by a net increase in deferred taxes of $0.6 million. The net decrease in operating assets and
liabilities includes a $7.8 million decrease in accounts receivable,
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due to our decrease in revenue and the timing of customer invoices, and a decrease in other net operating assets and liabilities of $0.4
million, partially offset by a $4.9 million increase in standard catalog and project inventories.

In the nine months ended September 30, 2009, we invested $6.2 million in the purchase of capital equipment, primarily for production
test equipment and tooling. We received $3.0 million from the exercise of stock options and $1.5 million from the tax benefit related
to these exercises.

In April 2008, our board of directors authorized a stock repurchase program to offset the dilutive impact of equity-based compensation
granted to our employees. The shares may be repurchased from time to time on the open market or in privately negotiated
transactions. Since April 2008, we have repurchased 1,712,765 shares for $52.5 million, including 396,258 shares purchased for
$10.9 million in the nine months ended September 30, 2009. The estimated cost of shares to be purchased over the next three to six
months is approximately $11.4 million, based on the last sale price of our common stock on September 30, 2009, as reported by the
Nasdag Global Market. Thetiming, price and volume of this and any additional repurchases will be based on market conditions,
relevant securities law and other factors as appropriate and repurchases may be suspended or discontinued at any time.

We believe that our cash, cash equivalents and cash generated from operations will be sufficient to meet our anticipated cash
requirements for at least the next 12 months. Our future capital requirements will depend on many factors, including our rate of
revenue growth or decline, the timing and extent of spending to support product devel opment efforts, the expansion of our sales and
marketing activities, the timing and introduction of new products, the costs to ensure access to adequate manufacturing capacity and
the continuing market acceptance of our products. There is no assurance that additional financing, if required or desired, will be
available in amounts or on terms acceptable to us, if at all.
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Recent Accounting Pronouncements

In June 2009, the Financial Accounting Standards Board (FASB) issued authoritative guidance that isincluded in Accounting
Standards Codification (ASC) 105, “ Generally Accepted Accounting Principles.” This guidance establishes the FASB Accounting
Standards Codification as the source of authoritative U.S. Generally Accepted Accounting Principles (GAAP) recognized by the
FASB to be applied by nongovernmental entities. We adopted this guidance effective July 1, 2009. This guidance does not change
GAAP, therefore its adoption had no impact on our financial position or results of operations. Referencesto GAAP in this Quarterly
Report on Form 10-Q have been updated to reflect the ASC.

In September 2006, the FASB issued authoritative guidance that isincluded in ASC 820, “Fair Value Measurements and Disclosures.”
This guidance clarifies the definition of fair value, establishes guidelines for measuring fair value and expands the related disclosure
requirements. We adopted this guidance effective January 1, 2008, except as it applies to certain non-financia assets and non-financial
liahilities, for which the guidance was implemented effective January 1, 2009. Such adoption did not have a material impact on our
financial position or results of operations. See Note 4 for disclosures regarding the fair value of our financial instruments.

In December 2007, the FASB issued authoritative guidance that isincluded in ASC 805, “Business Combinations.” This guidance
establishes principles and requirements for how an acquirer recognizes and measures the identifiable assets and goodwill acquired,
liabilities assumed and noncontrolling interests. The guidance also establishes disclosure requirements to enable the evaluation of the
nature and financial effects of the business combination. In April 2009, the FASB amended and clarified this guidance with respect to
the initial recognition and measurement, subseguent measurement and disclosure of contingent assets and liabilities arising from a
business combination. We adopted this guidance effective January 1, 2009. Such adoption did not have a material impact on our
financial position or results of operations.

In March 2008, the FASB issued authoritative guidance that isincluded in ASC 815, “Derivatives and Hedging.” This guidance
requires enhanced disclosures to enable investors to better understand the effects of derivative instruments and hedging activities on an
entity’ sfinancial position, results of operations and cash flows. We adopted this guidance effective January 1, 2009. Such adoption

did not have a material impact on our financial position or results of operations.

In April 2008, the FASB issued authoritative guidance that isincluded in ASC 350, “Intangibles — Goodwill and Other.” This
guidance amends the factors that should be considered in developing renewal or extension assumptions used to determine the useful
life of arecognized intangible. The guidance improves the consistency between the useful life of arecognized intangible asset and the
period of expected cash flows used to measure the fair value of the asset. We adopted this guidance effective January 1, 2009. Such
adoption did not have amaterial impact on our financial position or results of operations.

In April 2009, the FASB issued authoritative guidance that isincluded in ASC 320, “Investments - Debt and Equity Securities.” This
guidance amends the guidance for recognizing other-than-temporary impairments of debt securities, and requires additional
disclosures with respect to both debt and equity securities. We adopted this guidance effective January 1, 2009. Such adoption did not
have amaterial impact on our financial position or results of operations.

In April 2009, the FASB issued authoritative guidance that isincluded in ASC 825, “Financial Instruments.” This guidance requires
that disclosures regarding the fair value of financial instruments be provided in interim financia statements. We adopted this
guidance effective January 1, 2009. Such adoption did not have a material impact on our financia position or results of operations.

In May 2009, the FASB issued authoritative guidance that isincluded in ASC 855, “ Subsequent Events.” This guidance provides
guidance related to the accounting for and disclosure of events that occur after the balance sheet date but before the financial
statements are issued or are available to be issued, and specifies related disclosure requirements. We adopted this guidance for the
quarterly period ended June 30, 2009. Such adoption did not have a material impact on our financia position or results of operations.

In October 2009, the FASB issued Accounting Standards Update (ASU) 2009-13, “Multiple-Deliverable Revenue Arrangements,”
which amends ASC 605-25. ASU 2009-13 modifies how consideration is allocated for the purpose of revenue recognition when an
arrangement involves multiple deliverables and expands the related disclosure requirements. The guidance eliminates the residual
method of revenue allocation, and requires that the vendor use its best estimate to allocate arrangement consideration between the
deliverables in cases where neither vendor-specific objective evidence nor third-party evidence is available. ASU 2009-13 will be
effective for us on January 1, 2011, with early adoption permitted. We are currently evaluating the impact the adoption of ASU 2009-
13 will have on our financia position and results of operations.

In October 2009, the FASB issued ASU 2009-14, “ Certain Revenue Arrangements That Include Software Elements,” which amends
ASC 985-605. ASU 2009-14 modifies the scope of the software revenue guidance in ASC 985-605 to exclude tangible products that
contain both software components and non-software components. ASU 2009-14 will be effective for us on January 1, 2011, with early
adoption permitted. We do not believe that the adoption of ASU 2009-14 will have a material effect on our financial position or results
of operations.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to market risk in the ordinary course of business, which consists primarily of interest rate risk associated with our
cash and cash equivalents, aswell asforeign exchange rate risk.

Interest raterisk. The primary objectives of our investment activity are to preserve principal, provide liquidity and earn a market
rate of return. To minimize market risk, we maintain our portfolio in cash and diversified short-term investments, which may consist
of bank deposits, money market funds and highly rated, short-term government and commercia securities. The interest rates are
variable and fluctuate with current market conditions. The risk associated with fluctuating interest ratesis limited to thisinvestment
portfolio. We do not believe that a 10% changein interest rates would have a material impact on our financial position or results of
operations.

Foreign currency risk. To date, our international customer agreements have been denominated primarily in United States dollars.
Accordingly, we have limited exposure to foreign currency exchange rates and do not enter into foreign currency hedging transactions.
The functional currency of each our foreign operationsisthelocal currency. Accordingly, the effects of exchange rate fluctuations on
the net assets of these operations are accounted for as trandation gains or losses in accumulated other comprehensive income within
stockholders' equity. We do not believe that a change of 10% in such foreign currency exchange rates would have a material impact



on our financial position or results of operations.

Item 4. Controlsand Procedures

(8 Evaluation of disclosure controls and procedures. Our management, under the supervision and with the participation of our
Chief Executive Officer and the Chief Financial Officer, carried out an evaluation of the effectiveness of our disclosure controls
and procedures as of the end of the period covered by this quarterly report. Based on this evaluation, our Chief Executive Officer
and Chief Financial Officer concluded that our disclosure controls and procedures were effective to provide a reasonable level of
assurance that we record, process, summarize and report the information we must disclose in the reports that we file or submit
under the Securities Exchange Act of 1934, as amended, within the time periods specified in the SEC’ s rules and forms, and
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(b)

that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief
Financial Officer, to allow timely decisions regarding disclosure.

The effectiveness of a system of disclosure controls and procedures is subject to various inherent limitations, including cost
limitations, judgments used in decision making, assumptions about the likelihood of future events, the soundness of internal
controls, and the risk of fraud. Because of these limitations, there can be no assurance that any system of disclosure controls and
procedures will be successful in preventing al errors or fraud or in making all material information known in atimely manner to
the appropriate levels of management.

Changesin internal control over financial reporting. There were no changesin our internal control over financia reporting that
occurred during the three months ended September 30, 2009 that have materially affected, or are reasonably likely to materially
affect, our internal control over financia reporting.
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

In September 2008, Analog Devices, Inc. commenced an action against us in the United States District Court for the District of
Massachusetts, in which it alleges that certain of our products infringe patents held by Analog Devices. We have filed an answer
denying that we infringe and asserting defenses, including that the patentsin question are invalid. Discovery in the action is
proceeding.

In August 2009, ON Semiconductor Corporation and its subsidiary, Semiconductor Components Industries, LLC, commenced an
action against us, along with Hynix Semiconductor, Inc., ElpidaMemory, Inc. and Nanya Technology Corporation and entities
affiliated with those defendants, in the United States District Court for the Eastern District of Texas. The ON Semiconductor action
alleges that one of our products infringes a patent owned by ON Semiconductor. The action seeks injunctive relief and damagesin an
unspecified amount. We are investigating ON Semiconductor’s claim of infringement against us.

Itemla. Risk Factors

The Private Securities Litigation Reform Act of 1995 contains certain safe harbor provisions regarding forward-looking statements.
This Quarterly Report on Form 10-Q, and other information provided by us or statements made by our directors, officers or employees
from time to time, may contain “forward-looking” statements and information, which involve risks and uncertainties. Actual future
results may differ materialy. Statementsindicating that we “expect,” “estimate,” “believe,” “are planning” or “plan to” are forward-
looking, as are other statements concerning future financial results, product offerings or other events that have not yet occurred. There
are several important factors that could cause actual results or events to differ materially from those anticipated by the forward-
looking statements. Such factors include those described below, which have not changed in any material respect as compared with the
risk factorsin our Annual Report on Form 10-K for the year ended December 31, 2008. Although we have sought to identify the most
significant risks to our business, we cannot predict whether, or to what extent, any of such risks may be realized. We also cannot
assure that we have identified all possible issues which we might face. We undertake no obligation to update any forward-looking
statements that we make.

Therecent global recession and related credit crisis are adversely affecting our business, results of operations and financial
condition.

The recent global recession has affected all sectors of the economy, resulting in declines in economic growth and consumer
confidence, increases in unemployment rates and uncertainty about economic stability. Global credit and financial markets have also
experienced extreme disruptions, including diminished liquidity and credit availability and rapid fluctuations in market valuations.
Our business continued to be significantly affected by these conditionsin the third quarter of 2009, and there is no certainty that
economic conditions will not deteriorate further. These uncertainties affect businesses such as ours in a number of ways, making it
difficult to accurately forecast and plan our future business activities. Deteriorating economic conditions may lead consumers and
businesses to reduce or postpone spending, which may cause our customers to cancel, decrease or delay their existing and future
orders with us. The inability of customersto obtain credit could negatively affect our revenue and our ability to collect receivables. In
addition, financial difficulties experienced by our suppliers, independent sales representatives or distributor could result in product
delays, increased accounts receivable defaults and inventory challenges. If the current uncertain economic conditions continue or
further deteriorate, we may recognize charges relating to restructuring costs or the impairment of assets. These trends could have a
material adverse impact on our business, our ability to achieve targeted results of operations and our financial condition as a result of,
among other things:

reduced demand for our products;

increased risk of order cancellations or delays,
increased pressure on the prices for our products,
greater difficulty in collecting accounts receivable; and

risks to our liquidity, including the possibility that we might not have access to our cash and short-term investments when
needed.

We are unable to predict the likely duration and severity of the recent global downturn and disruption in credit and financial
markets, but the longer the duration the greater the risks we face in operating our business.
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We believe that we currently arein a period of relatively low sequential growth, the duration of which we cannot predict.

Thus far in 2009, we have seen a decrease in customer bookings in comparison to 2008, as the recent global economic downturn
and related credit crisis have affected us along with the entire semiconductor industry. Although we believe that we have excellent
prospects for long-term growth once globa economic conditions improve, we believe that we currently arein a period of relatively
low sequential growth, the duration of which we cannot predict. Taking into account the impact of the recent global economic
downturn and related disruption in credit markets on our major end markets, we expect revenue in the fourth quarter of 2009 to be
$42.5 million to $43.5 million, compared to $41.5 million for the third quarter of 2009, $39.7 million for the second quarter of 2009
and $38.2 million for the first quarter of 2009. Further reductionsin demand and the possibility that economic conditions will
deteriorate further may cause us to be unable to meet our expected revenue for the fourth quarter of 2009, and there can be no
assurance that our revenue in subsequent quarters will meet or exceed that level.

Our effortsto control operating expenses during the recent global recession may limit our ability to maintain our competitive
position and meet operational challenges, which could harm our business and financial results.

Effectively managing our operations and maintaining our competitiveness while continuing to deliver acceptable financial
performance in this environment represents a significant challenge. In light of the recent global recession, we took steps early in 2009
to reduce expenses across our business, and maintained these measures during the three months ended September 30, 2009. These
expense control measures could limit our ability to meet our product development targets and make necessary improvements to our
operational, financial and information technology organizations and systems. We may decide to reduce operating expenses further,
which could harm our business. If we are unable or choose not to reduce operating expenses further, our profitability may suffer.

Our quarterly revenue and operating results are difficult to predict accurately and may fluctuate significantly from period to
period. As a result, we may fail to meet the expectations of investors, which could cause our stock price to decline.

We operate in a highly dynamic industry and our future results could be subject to significant fluctuations, particularly on a
guarterly basis. Our quarterly revenue and operating results have fluctuated significantly in the past and may continue to vary from
quarter to quarter due to a number of factors, many of which are not within our control. Although some of our customers, such as
those who serve the military and space industries, place long-term orders with us or provide us with forecasts of their future
requirements for our products, a significant percentage of our revenue in each quarter is dependent on sales that are booked and
shipped during that quarter, typically attributable to alarge number of orders from diverse customers and markets, which we refer to
as our turns business. Accurately forecasting our turns business and our total revenue in any quarter is difficult. In addition, our
businessis being adversely affected by recent global economic factors, which has made it more difficult for our customers and for us
to forecast our near term results. If our operating results do not meet our publicly stated guidance, if any, or the expectations of
investors, our stock price may decline. Additional factors that can contribute to fluctuationsin our operating resultsinclude:

e changesin demand for our products due to global economic conditions;

o theincrease, reduction, rescheduling or cancellation of significant customer orders;

o thetiming of customer qualification of our products and commencement of volume sales of systems that include our
products;

o therate at which our present and future customers adopt our technologies in our target end markets;

o thetiming and success of the introduction of new products and technologies by us and our competitors, and the acceptance
of our new products by our customers;

e our gain or loss of akey customer;

o theavailability, cost and quality of materials and components that we purchase from third-party vendors and any problems
or delaysin the fabrication, assembly, testing or delivery of our products;

o changesin our effective tax rate;

e changesin our product mix or customer mix; and

o the quality of our products and any remediation costs.
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Due to these and other factors, quarter-to-quarter comparisons of our historical operating results should not be relied upon as
accurate indicators of our future performance.

Our financial results are exposed to the cyclicality of the semiconductor industry.

The recent global recession has reduced demand in the semiconductor industry as well as numerous other industries. In addition
to being subject to such broad, macroeconomic conditions, the semiconductor industry is particularly cyclical and has historically
experienced significant fluctuationsin supply and demand, resulting in product overcapacity, high inventory levels and accelerated
erosion of average selling prices, which may occur even during periods of growth in the broader economy. These conditions have
sometimes lasted for extended periods of time. Downturns in many sectors of the electronic systems industry have in the past
contributed to weak demand for semiconductor products. We experienced slower growth during periods of weak demand in the past,
and our business may be adversely impacted by any downturns in the future. Future downturnsin the electronic systems industry
could adversely impact our revenue and harm our business, financial condition and results of operations.

Our gross margin fluctuates from period to period, which affects our results of operations.

Our gross margin has fluctuated on a quarterly basis. For example, our quarterly gross margin since the first quarter of 2006 has
ranged from alow of 70.1% to a high of 73.7%. A number of factors can cause our gross margin to fluctuate from period to period.
Our gross margin in any period is significantly affected by industry demand and the intensity of competition in the markets into which
we sell our products. Our gross margin is also significantly affected by product mix, that is, the percentage of our revenue in that
period that is attributable to higher or lower margin products, and by fluctuations in the relative proportion of high volume orders, on
which we offer higher discounts. Additional factors affecting our gross margin include changes in the cost of wafers and materials, the
timing of indirect costs for pre-production masks and evaluation materials, project cost variations on customer-funded contracts,
changes in overhead absorption rates and other manufacturing efficiencies, and other factors, some of which are not under our control.
Our margin also can be substantially affected by changes in our manufacturing yields. Our yields depend on many factors that we
control, such as product design and the effectiveness of our own assembly and test operations, but they are also affected by the
activities of third parties, such as the foundries and packaging subcontractors that supply us with critical materials and services, which
are beyond our control. As aresult of these or other factors, we may be unable to maintain or increase our gross margin in future
periods. A significant decrease in our gross margin would affect our profitability and likely have an adverse effect on our stock price.

If we fail to develop new products that achieve market acceptance or fail to introduce new products that enable us to address
additional markets, our operating results could be adversely affected.

The markets for our products are characterized by frequent new product introductions and changes in product and process
technologies. The future success of our business and continued growth in our revenue will depend on our ability to develop new
products for existing and new markets, introduce these products in a cost-effective and timely manner and have our products designed
into the products of OEMs. The development of new high performance semiconductor |Cs, modules and subsystemsis highly
complex, and from time to time we may experience delays in completing the devel opment and introduction of new products or fail to
efficiently manufacture such products in the early production phase. Our ability to successfully develop, manufacture, introduce and
deliver new types of high performance semiconductor | Cs, modules and subsystems will depend on various factors, including our
ability to:

attract and retain skilled engineering personnel;

accurately understand market requirements;

complete and introduce new products;

achieve design wins with our customers;

obtain adequate supplies of materials and components that meet our quality requirements; and
achieve adequate manufacturing yields.

Furthermore, a newly introduced standard product generally has little immediate impact on our revenue. A new standard product
may not generate meaningful revenue for two or more years, if ever. In the meantime, we will have incurred expenses to design and
produce the product, and we may not recover these expensesif demand for the product fails to reach forecasted levels.

We depend on third-party suppliers, including our foundries and packaging subcontractors, for components, materials and
services that are critical to the manufacture of our products, which makes us susceptible to shortages, price fluctuations and
quality risksthat could adversely affect our operating results.

We purchase a number of the key components and materials used in our products from sole source suppliers. For example, we
obtain all the semiconductor wafers used in our products from third-party wafer fabrication facilities, known as foundries. Our
principal third-party foundriesinclude Cobham in Virginia, Global
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Communications Semiconductorsin California, IBM in Vermont, Jazz Semiconductor in California, Northrop Grumman Space
Technology sector in California, Taiwan Semiconductor Manufacturing Company in Taiwan, Telefunken Semiconductorsin
Germany, TriQuint Semiconductor in Oregon, United Monoalithic Semiconductors (UMS) in France and WIN Semiconductorsin
Taiwan. We typically rely on asingle foundry for the production of the wafer used in a particular product. Our reliance on third-party
foundries involves several risks, including reduced control over our manufacturing costs, delivery times, reliability and process
quality, which can adversely affect the quality of our components produced from these wafers, the possible misappropriation of our
technology and the possibility that third parties may claim that our products infringe their intellectual property, as aresult of activities
by our foundries. Our contracts with our foundries and other sole source suppliers generally commit them to supply specified
guantities of components or materials at agreed prices, typically over aoneto two-year period.

We also rely on asmall number of subcontractors, primarily in Asia, to package some of our products, particularly those that
utilize standard plastic packages. We do not have long-term contracts with our third-party packaging subcontractors stipulating fixed
prices or packaging volumes. Therefore, in the future, we may be unable to obtain sufficiently high quality or timely packaging of our
products. If our packaging subcontractors fail to achieve and maintain acceptable production yields in the future, we could experience
increased costs, including warranty and product liability expense and costs associated with customer support, delaysin or
cancellations or rescheduling of orders or shipments, product returns or discounts and lost net revenue, any of which could have a
material adverse effect on our business, financial condition and results of operations.

We believe that our suppliers currently have manufacturing capacity adequate to meet our foreseeabl e requirements. However,
some of our suppliers could in the future extend their lead times or seek to increase the prices of materials we purchase from them as
their contracts with us expire. If our key suppliers were to experience difficulties that affected their manufacturing yields or the quality
of the materials they supply to us or seek to increase their prices, our cost of revenue could be adversely affected. Longer lead times
and quality problems experienced by our suppliers or packaging subcontractors could also prevent us from fulfilling our customers’
demands for our products on atimely basis, and thus adversely affect our revenue. Longer lead times could also require us to increase
our raw materialsinventory levels, in order to be able to meet customers’ delivery requirements.

The ability of our suppliersto meet our requirements could be impaired or interrupted by factors beyond their control, such as
earthquakes or other natural phenomena, labor strikes or shortages or political unrest. Furthermore, financial or other difficulties faced
by our suppliers, or significant changes in demand for the components, materials or services they use in the products they supply to us,
could limit the availability of those products, components or materials to us. We believe that a supplier of wafersthat areused in a
significant number of our products has been experiencing financial difficulties. Failure of this supplier to meet its supply commitments
to us would impair our ability to supply customers with the related products and adversely impact our revenue and financial results.
We are taking steps to mitigate our exposure to this risk; however, there can be no assurance that these measures would be sufficient
to avoid disruption of our businessif there were to be a near-term interruption in the supply of wafers that we currently purchase from
this supplier. If this or one of our other key suppliers is unable to provide us with its material's, components or services, our operations
may be adversely affected. We might experience difficulty identifying alternative sources of supply for the materials, components and
services used in our products or that we obtain through outsourcing. We could experience delaysif we were required to test and
evaluate products and services of potential aternative suppliers. Any of these occurrences could negatively affect our operating results
and liquidity and harm our business.

We are subject to claims that we are infringing third-party intellectual property rights, which could result in costly and lengthy
litigation that could harm our business.

In recent years there has been significant litigation involving intellectual property rights in many technol ogy-based industries,
including our own. Although we have not to date incurred any liabilities as aresult of claims that our products infringe any patents or
other proprietary rights of third parties, we have from time to time received notice of such claims from third parties and we could be
subject to other such claimsin the future. Since patent applications often are not disclosed until a patent issues, it is not always
possible for us to know whether patent applications are pending that might be infringed by our products, and there could be issued
patents that are pertinent to our business of which we are not aware. Our products may also be claimed to infringe intellectual property
rights of others as aresult of activities by our foundries or other suppliers with respect to which we have no control or knowledge. In
connection with the sale of our products, we often make representations affirming, among other things, that our products do not
infringe on the intellectual property rights of others, and we agree to indemnify customers against third-party claims of such
infringement. During the first quarter of 2008, we received aletter from athird party asserting that sales by us of certain of our
products infringe a patent that allegedly applies to a semiconductor process used by certain of our foundries in manufacturing wafers
they supply to us for use in these products. We are investigating this claim of infringement. We believe that to the extent that we might
incur liability as aresult of infringement by any of our foundries of this or any other third party’ s patent, we would be entitled to be
indemnified by such foundry. During the third quarter of 2008, another third party commenced an action against usin which it alleges
that certain of our products infringe patents held by the third party. We have filed an answer denying that we infringe and asserting
defenses, including that the patents in question are invalid. During the third quarter of 2009, another third party commenced an action
against us, in which it alleges that one of our products infringes a patent held by the third party. We are investigating this claim. There
can be no assurance that these or any other pending or future litigation or claims relating to infringement of third-party intellectual
property rights can be resolved in a manner favorable to us. Any claims relating to the alleged infringement by us of third-party
proprietary rights, whether meritorious or not, could be time-consuming to defend and could harm our working relationships with our
foundries and customers, damage our reputation, result in substantial and unanticipated costs associated with litigation, require usto
enter into royalty or licensing agreements, which may not be available on acceptable terms or at all, or result in the payment by us of
substantial damages. If we were found to infringe the intellectual property rights of any third party and if alicense were not available
on reasonabl e terms, we could be required to redesign the infringing product so as not to infringe, which could be time consuming and
costly, or if thisis not feasible, we could be required to withdraw the infringing product from the market.

Operations at our Chelmsford, Massachusetts facility that are critical to our business are subject to disruption from a variety
of causes, including those that may be beyond our control.

Our executive management and administrative functions, most of our research and development and product design activities,
final assembly of our module and subsystem-level products, and final testing for al of our products are carried out at our headquarters
facility in Chelmsford, Massachusetts. These operations are critical to our business, and could be affected by disruptions such as
electrical power outages, fire, earthquake, flooding, acts of terrorism, health advisories or risks, or other natural or man-made disasters
that could damage that facility. Although we seek to mitigate these risks by maintaining business interruption insurance, insurance
may be inadequate to protect against all the consequences of such occurrences. A mgjor disruption affecting our Chelmsford assembly
and test operations, in particular, could cause significant delays in shipments until we are able to procure and outfit another suitable



facility or to qualify and contract with alternative third party suppliers, processes which could take
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many months. Even if alternative assembly and test capacity is available, we may not be able to obtain it on atimely basis, or
favorable terms, which could result in higher costs and/or aloss of customers.

We design and manufacture productsin our standard product line based upon our internal assessment and forecasts of
market requirements, and our results of operationswill be adversely affected if we fail to assess market requirements accurately.

A majority of our revenueistypically derived from sales of our standard products. We order components and materials, such as
semiconductor wafers, used in the manufacture of our standard products 12-14 weeks in advance, while our customers typically place
orders for those products one to eight weeks in advance, exposing us to inventory and manufacturing costs in advance of anticipated
revenue. If we or our customers fail to predict market demand accurately for new and existing standard products, we may experience a
delay or reduction of anticipated revenue without having sufficient time to adjust our inventory and operating expenses. As the
number of products we offer increases, we may be exposed to increased inventory risk.

Lead times for our manufacturing materials can vary significantly and depend on factors such as specific supplier requirements,
the size of the order, contract terms and current market demand. As aresult, we make financial commitmentsin the form of purchase
commitments. Furthermore, we generally lack visibility into the finished goods inventories of our customers, which makes it more
difficult for us to accurately forecast their requirements. If we overestimate our customers’ requirements, we may have excess
inventory, which would increase our costs. If we underestimate our customers' requirements, we may have inadeguate inventory,
which could prevent us from delivering our products to our customers on atimely basis, which could disrupt our customers’
production schedules. Any of these occurrences could negatively impact our operating results and our business.

We design custom products to meet specific requirements of our customers. The amount and timing of revenue from such
products can cause fluctuationsin our quarterly operating results.

The design and sales cycle for our custom products, from initial contact by our sales force to the commencement of shipments of
those products in commercial quantities, islengthy and can range from three months to as long as two years or more. In this process,
our sales and application engineers work closely with the OEM customer to analyze the customer’ s system requirements and establish
atechnical specification for the custom product. We then select a semiconductor process and foundry, evaluate test wafers and
components, and establish assembly and test procedures before manufacturing in commercia quantities can begin. The length of this
cycleisinfluenced by many factors, including the difficulty of the technical specification, the novelty and complexity of the design
and the customer’ s procurement processes. OEM s typically do not commit to purchase significant quantities of the custom product
until they are ready to commence volume shipment of their own systems, and volume purchases of our products by an OEM customer
or its contract manufacturer generally do not occur until the OEM customer has successfully introduced the system incorporating our
product. Our receipt of substantial revenue from sales of a custom product depends on that customer’s commercial successin
manufacturing and selling its system incorporating our product. As aresult, a significant period may elapse between our investment of
time and resources in a custom product and our receipt of substantial revenue from sales of that product.

The length of this process increases the risk that a customer will decide to cancel or change its product plans. Such a cancellation
or change in plans by a customer could cause us to lose anticipated sales. In addition, our business, financial condition and results of
operations could be adversely affected if a significant customer curtails, reduces or delays orders during our sales cycle, chooses not to
release equipment that contains our products, or is not successful in the sale and marketing its products that incorporate our custom
products.

Finally, if wefail to achieveinitial design winsin the customer’s qualification process, we may lose the opportunity for
significant sales to that customer for alengthy period of time because the customer may be unlikely to change its source for those
products in the future due to the significant costs associated with qualifying a new supplier and potentially redesigning its product.
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Werely on a small number of customersfor a significant percentage of our revenue, and the loss of, or areduction in, orders
from these customers could result in a decline in revenue.

We have historically depended on a small number of customers for alarge percentage of our annual revenue. Revenue derived
from our 10 largest customers as a percentage of our annual revenue was 34.6% in 2008, 38.8% in 2007 and 42.7% in 2006. No single
customer exceeded 10% of our total revenue in 2008, 2007 or 2006. We include in these cal culations revenue from products sold to
these customers directly by us or through sales representatives and our distributor, as well as from products sold to contract
manufacturers for use in a system manufactured by the contract manufacturer for that customer. Our major customers often use our
products in multiple systems or programs, sometimes developed by different business units within the customer’ s organization, each
having differing product life cycles, end customers and market dynamics. While the composition of our top 10 customers varies from
year to year, we expect that salesto alimited number of customers will continue to account for a significant percentage of our revenue
for the foreseeabl e future. Additionally, we have noted consolidation among OEMs in some of our end markets, which could result in
an increased concentration in our sources of revenue. It is possible that any of our major customers could terminate its purchasing
arrangements with us or significantly reduce or delay the amount of our products that it orders, purchase products from our
competitors or develop its own products internally. The loss of, or areduction in, orders from any major customer could cause a
declinein revenue and adversely affect our results of operations.

Our failure to continue to keep pace with new or improved semiconductor process technologies could impair our competitive
position.

Semiconductor manufacturers constantly seek to develop new and improved semiconductor process technologies. Our future
success depends in part upon our ability to continue to gain access to these semiconductor process technologies in order to adapt to
emerging customer requirements and competitive market conditions. If we fail for any reason to remain abreast of new and improved
semiconductor process technol ogies as they emerge, we may |ose market share which could adversely affect our operating results.

Our business depends on international customers, suppliers and operations, and as a result we are subject to regulatory,
operational, financial and poalitical risks which could adversely affect our financial results.

The percentage of our revenue attributable to sales to customers outside the United States, based on the location to which the
product shipped, has increased from 54% in 2006 to 56% in 2007 and 59% in 2008. We expect that revenue from customers outside
the United States will continue to account for the majority of our revenue. Currently, we maintain international sales officesin Europe
and Asia, and werely on a network of independent sales representatives to sell our productsinternationally. We also have design
centersin Istanbul, Turkey and Ottawa, Ontario, Canada. We have in the past relied on, and expect to continue to rely on, suppliers,
manufacturers and subcontractors located in countries other than the United States, including France, Germany, Malaysia, Taiwan and
Thailand. Accordingly, we will be subject to several risks and challenges, any of which could adversely affect our business and
financial results. These risks and challengesinclude:

o difficulties and costs of staffing and managing international operations across different geographic areas and cultures;

e compliance with awide variety of domestic and foreign laws and regulations, including those relating to the import or
export of semiconductor products;

legal uncertainties regarding taxes, tariffs, quotas, export controls, export licenses and other trade barriers;

seasonal reductions in business activities;

our ability to receive timely payment and collect our accounts receivable;

political, legal and economic instability, foreign conflicts, and the impact of regional and global infectiousillnessesin the
countries in which we and our customers, suppliers, manufacturers and subcontractors are located,;

o legal uncertainties regarding protection for intellectual property rightsin some countries; and

o fluctuationsin freight rates and transportation disruptions.

Political and economic instability and changes in governmental regulations could adversely affect our ability to effectively
operate our foreign sales offices and foreign design centers, as well as the ability of our foreign suppliersto supply us with required
materials or services. Any interruption or delay in the supply of our required components, products, materials or services, or our
inability to obtain these components, materials, products or services from aternate sources at acceptable prices and within a
reasonable amount of time, could impair our ability to meet scheduled product deliveries to our customers and could cause customers
to cancel orders.
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Additionally, most of our foreign sales, aswell as our purchases of material from international suppliers, are denominated in U.S.
dollars. Anincreasein the value of the U.S. dollar relative to foreign currencies could make our products more expensive for our
international customers to purchase, thus rendering the prices of our products less competitive. Conversely, areduction in the value of
the U.S. dollar relative to foreign currencies could increase our supply costs. At the present time, we do not have aforeign currency
hedging policy in place.

The segment of the semiconductor industry in which we participate isintensely competitive, and our inability to compete
effectively would harm our business.

The markets for our products are extremely competitive, and are characterized by rapid technological change and continuously
evolving customer requirements. We compete primarily with other suppliers of high performance analog and mixed-signal
semiconductor components used in RF, microwave and millimeterwave applications. These competitors include large, diversified
semiconductor manufacturers with broad product lines, such as Avago, Analog Devices, Cobham and Narda, with whom we compete
in anumber of our end markets. We also compete in specific markets or product categories with alarge number of semiconductor
manufacturers such as Eudyna, Linear Technology, NEC, RFMD, Skyworks, TriQuint Semiconductor and UM S. We a so encounter
competition from manufacturers of advanced el ectronic systems that al so manufacture semiconductor components internally. Some of
these competitors, such as NEC, are also our customers. Additionally, in certain product categories we compete with semiconductor
manufacturers from which we a so obtain foundry services, such as Cobham, TriQuint Semiconductor and UMS. Our competitors may
develop new technologies, enhancements of existing products or new products that offer price or performance features superior to
ours. Many of our competitors have significantly greater financial, technical, manufacturing, sales and marketing resources than we
do, and might be perceived by prospective customers to offer financial and operational stability superior to ours. Thisis particularly
true of competitors in the markets for silicon-based products. We expect competition in our markets to intensify, as new competitors
enter the RF, microwave and millimeterwave component market, existing competitors merge or form alliances, and new technologies
emerge. If we are not able to compete effectively, our market share and revenue could be adversely affected, and our business and
results of operations could be harmed.

Werely on the significant experience and specialized expertise of our senior management and engineering staff and must
retain and attract qualified engineers and other highly skilled personnel in order to grow our business successfully.

Our performanceis substantially dependent on the continued services and performance of our senior management and our highly
qualified team of engineers, many of whom have numerous years of experience and specialized expertise in our business. Highly
skilled analog and mixed-signal 1C engineers, in particular, are in short supply. We expect to continue to hire additional engineering
personnel as we expand our |C design and system-level engineering capabilities. If we are not successful in hiring and retaining highly
qualified engineers, we may not be able to extend or maintain our engineering expertise, and our future product development efforts
could be adversely affected.

Our future success also depends on our ability to identify, attract, hire, train, retain and motivate highly skilled managerial,
operations, sales, marketing and customer service personnel. If we fail to attract, integrate and retain the necessary personnel, our
ability to maintain and grow our business could suffer significantly. Further, stock price volatility could impact our ability to retain
key personnel.

Our business could be adversely affected if we experience product returns, product liability and defects claims.

We introduce a significant number of new products every year, and we may not be able to anticipate all of the possible
performance or reliability problems that could arise with these products. If such problems occur or become significant, we could
experience areduction in our revenue and increased costs related to inventory write-offs, warranty claims and other expenses which
could have an adverse effect on our financial condition.

The materials used to manufacture our products are complex and are provided by a significant number of vendorsin our supply
chain. While we perform extensive testing and inspections during the manufacturing process, some defects may escape detection in
our manufacturing process and subsequently pass through to our customers. These matters have arisen from time to time and may
reasonably be expected to occur again in the future. The
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occurrence of defects such as these could result in product returns from, and reduced product shipments to, our customers. Such
defects also could result in the loss of or delay in market acceptance of our products or harm our reputation.

Our purchase agreements with our customers typically contain provisions designed to limit our exposure to potential product
liability claims. However, the limitation of liability provisions contained in these agreements may not be effective as a result of
federal, state or local laws, or ordinances or unfavorable judicial decisions in the United States or other countries. The insurance we
maintain to protect against claims associated with the use of our products may not adequately cover al claims asserted against us. In
addition, even if ultimately unsuccessful, such claims could result in costly litigation, divert our management’ s time and resources,
and damage our customer relationships.

Our new test and measurement instrument products are more complex than our core | C, module and subsystem products, and
as a result, present quality, regulatory and product liability risks that differ from those we have faced in our core I C business and
module business.

Our new test and measurement instrument products, such as our HMC-T2000 and HMC-T2100 signal generators, are complex
microwave test instruments and could be subject to multiple internal component failures and manufacturing and software defects
which could result in product failure. Defects in the hardware or software incorporated in these products could cause usto incur
significant warranty, support and repair costs, divert the attention of our engineering personnel from our product development efforts
and harm our relationship with our customers. Our new test and measurement instrument products operate using line voltages of 100
volts or more and certain products require AC-to-DC power transformers which we purchase from a third party and supply to our
customers. The failure of these products or their power transformers could cause safety problems for the operator, including the risk of
electrical shock, injury or death in the event of a short circuit or other malfunction, and a product liability claim brought against us,
even if unsuccessful, would likely be time consuming and costly to defend. We may be required to comply with various domestic and
international legal directives governing the manufacture of our test and measurement instrument products. Failure of our test and
measurement system products to meet domestic and international safety and other regulatory requirements for electromagnetic
radiation, power consumption or workmanship standards could result in aloss of revenue, loss of market share or failure to achieve
market acceptance. We may conclude that it is advisable or necessary, in order to promote the sale of these products, to seek
certification of the products by various third parties such as Underwriters Laboratories (UL) in the United States or Conformité
Européenne (CE) in Europe. We cannot ensure that we will be able to obtain, or if obtained, maintain any such certifications for our
new test and measurement instrument products. Our failure to obtain or maintain such certifications could adversely affect the market
acceptance of the products.
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We use specialized technologies and know-how to design, develop and manufacture our products. Our inability to protect our
intellectual property could hurt our competitive position, harm our reputation and adversely affect our results of operations.

We seek to protect our proprietary technology under United States and foreign laws affording protection for trade secrets, and
seek United States and foreign patent, copyright and trademark protection of our products and devel opments where appropriate. We
rely primarily on trade secrets, technical know-how and other unpatented proprietary information relating to our product development
and manufacturing activities. While we own a small number of patents, we have not historically emphasized patents as a source of
significant competitive advantage. We believe that while the protection afforded by trade secret, patent, copyright and trademark laws
may provide some advantages, the competitive position of participantsin our industry is largely determined by such factors as the
technical and creative skills of their personnel, the frequency of their new product developments and their ability to anticipate and
rapidly respond to evolving market requirements. To the extent that a competitor effectively usesitsintellectual property portfolio,
including patents, to prevent us from selling products that allegedly infringe such competitor’s products, our operating results would
be adversely affected.

We seek to protect our trade secrets and proprietary information, in part, by requiring our employees to enter into agreements
providing for the maintenance of confidentiality and the assignment of rights to inventions made by them while employed by us. We
also enter into non-disclosure agreements with our consultants, semiconductor foundries and other suppliersto protect our confidential
information delivered to them. There can be no assurance that our confidentiality agreements with employees, consultants and other
parties will not be breached, that we will have adequate remedies for any breach or that our trade secrets and other proprietary
information will not otherwise become known. There also can be no assurance that others will not independently develop technologies
that are similar or superior to our technology or reverse engineer our products. Additionally, the laws of countries in which we operate
may afford little or no protection to our intellectual property rights. If we are unable to prevent misappropriation of our technology or
to deter independent development of similar technologies, our competitive position and reputation could suffer.

We generate a portion of our revenue from sales made by third parties, including our independent sales representatives and
our distributor, and the failure to manage successfully our relationships with these third parties could cause our revenue to decline
and harm our business.

Werely in part upon third parties, including our independent sales representatives and our distributor, Future Electronics, to
promote our products, generate demand and sales leads, and obtain orders for our products. In addition, these parties provide technical
sales support to our customers. The activities of these third parties are not within our direct control. Our failure to manage our
relationships with these third parties effectively could impair the effectiveness of our sales, marketing and support activities. A
reduction in the sales efforts, technical capabilities or financial viability of these parties, a misalignment of interest between us and
them, or atermination of our relationship with a major sales representative or our distributor could have a negative effect on our sales,
financial results and ability to support our customers. These parties are engaged under short-term contracts, which typically may be
terminated by either party on 30 to 60 days notice. It generally takes approximately three to six months for athird party such asasales
representative to become educated about our products and capable of providing quality sales and technical support to our customers. If
we were to terminate our relationship with our distributor or one of our larger sales representatives, or if one of them decided to
discontinue its relationship with us, salesto current and prospective customers could be disrupted or delayed, and we could experience
adiversion of substantial time and resources as we seek to identify, contract with and train a replacement.
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We may pursue acquisitions and investments in new businesses, products or technologies that involve numerous risks, which
could disrupt our business and may harm our financial results.

In October 2007, we entered into a strategic agreement with Northrop Grumman Space Technology sector to market a specified
list of existing Velocium products worldwide, to license related technology and to assume the associated customer relationships, at a
cost of $7.1 million. In August 2005, we acquired substantially all of the assets of Q-Dot, Inc., asubsidiary of Simtek Corporation, for
an aggregate purchase price of $2.5 million. We may make other acquisitions of and investments in new businesses, products and
technologies, or we may acquire other operations that expand our current capabilities. Acquisitions present a number of potential risks
and challenges that could, if not met, disrupt our business operations, increase our operating costs and reduce the value to us of the
acquired company. For example, if weidentify an acquisition candidate, we may not be able to successfully negotiate or finance the
acquisition on favorable terms. Even if we are successful, we may not be able to integrate the acquired businesses, products or
technologies into our existing business and products. Further, there can be no assurance that we will be successful in retaining key
employees or customers of the acquired business. In some cases, the consent of a customer may be required before contracts between
that customer and a company that we acquire may be assumed by us, and it may not be feasible to obtain all such consents prior to
closing. Asaresult of the rapid pace of technological change, we may misgauge the long-term potential of the acquired business or
technology, or the acquisition may not be complementary to our existing business. Furthermore, potential acquisitions and
investments, whether or not consummated, may divert our management’ s attention and require considerable cash outlays at the
expense of our existing operations. In addition, to complete future acquisitions, we may issue equity securities, incur debt, assume
contingent liabilities or have amortization expenses and write-downs of acquired assets, which could adversely affect our profitability.

If our principal end marketsfail to grow or experience declines, our revenue may suffer.

Although our products are used in avariety of end markets, our future growth depends to a significant extent on the success of our
principal end markets, which include automotive, broadband, cellular infrastructure, fiber optics, microwave and millimeterwave
communications, military, space, and test and measurement systems. Given the current economic climate, the rate at which these
markets will grow or declineis difficult to predict. These markets may fail to grow or may decline for many reasons, including
insufficient consumer demand, lack of access to capital, changes in the United States defense budget and procurement processes and
changes in regulatory environments. If demand for el ectronic systemsin which our products are incorporated declines, failsto grow,
or grows more slowly than we anticipate, our revenue could decline.

Our financial results may be adversely affected by increased tax rates and exposure to additional tax liabilities.

Asagloba company, our effective tax rate is highly dependent upon the geographic composition of worldwide earnings and tax
regulations governing each region. We are subject to income taxes in both the United States and various foreign jurisdictions, and
significant judgment is required to determine worldwide tax liabilities. Our effective tax rate aswell as the actual tax ultimately
payable could be adversely affected by changes in the split of earnings between countries with differing statutory tax rates, in the
valuation of deferred tax assets, in tax laws or by material audit assessments, which could affect our profitability. In addition, the
amount of income taxes we pay is subject to ongoing audits in various jurisdictions, and a material assessment by a governing tax
authority could affect our profitability.

If we fail to comply with export control regulations we could be subject to substantial fines or other sanctions.

Certain of our products are subject to the Export Administration Regulations, administered by the Department of Commerce,
Bureau of Industry Security, which require that we obtain an export license before we can export products or technology to specified
countries. Additionally, some of our products are subject to the International Traffic in Arms Regulations, which restrict the export of
information and material that may be used for military or intelligence applications by aforeign person. Failure to comply with these
laws could result in sanctions by the government, including substantial monetary penalties, denial of export privileges and debarment
from government contracts.
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If we fail to comply with government contracting regulations, we could suffer a loss of revenue or incur price adjustments or
other penalties.

Some of our revenueis derived from contracts with agencies of the United States government and subcontracts with its prime
contractors. As a United States government contractor or subcontractor, we are subject to federal contracting regulations, including the
Federal Acquisition Regulations, which govern the allowability of costs incurred by usin the performance of United States
government contracts. Certain contract pricing is based on estimated direct and indirect costs, which are subject to change.
Additionally, the United States government is entitled after final payment on certain negotiated contracts to examine all of our cost
records with respect to such contracts and to seek a downward adjustment to the price of the contract if it determines that we failed to
furnish complete, accurate and current cost or pricing data in connection with the negotiation of the price of the contract.

In connection with our United States government business, we are also subject to government audits and to review and approval
of our policies, procedures, and internal controls for compliance with procurement regulations and applicable laws. In certain
circumstances, if we do not comply with the terms of a contract or with regulations or statutes, we could be subject to downward
contract price adjustments or refund obligations or could in extreme circumstances be assessed civil and criminal penalties or be
debarred or suspended from obtaining future contracts for a specified period of time. Any such suspension or debarment or other
sanction could have an adverse effect on our business.

Under some of our government subcontracts, we are required to maintain secure facilities and to obtain security clearances for
personnel involved in performance of the contract, in compliance with applicable federal standards. If we were unable to comply with
these requirements, or if personnel critical to our performance of these contracts were to lose their security clearances, we might be
unable to perform these contracts or compete for other projects of this nature, which could adversely affect our revenue.

Some of our long-term contracts may be terminated for the convenience of the customer and may involve significant
expenditures on our part that, if the contract is terminated early, we may be unable to recover.

Our United States government contracts and subcontracts may be funded in increments over a number of government budget
periods and typically can be terminated by the government for its convenience. Some of our contracts, such as our $35 million
production order for microwave subsystems that will be used in an advanced U.S. military weapon system, which we announced in
February 2009, are long-term contracts for the manufacture of complex subsystems for which we are required to expand our
production facilities, hire additional personnel, incur costs to meet customer qualification requirements and make other substantial
investments in advance of our receipt of significant revenue. If such a contract is terminated, in addition to the loss of anticipated
revenue, we may be unable to recover al of our costsincurred or committed.

If we fail to comply with environmental regulations we could be subject to substantial fines or be required to suspend
production, alter manufacturing processes or cease operations.

We are subject to avariety of international, federal, state and local governmental regulations relating to the storage, discharge,
handling, generation, disposal and labeling of toxic or other hazardous substances used to manufacture our products. If we fail to
comply with these regulations, substantial fines could be imposed on us, and we could be required to suspend production, alter
manufacturing processes or cease operations, any of which could have a negative effect on our sales, income and business operations.
Failure to comply with environmental regulations could subject us to civil or criminal sanctions and property damage or personal
injury claims. Compliance with current or future environmental laws and regulations could restrict our ability to expand our facilities
or build new facilities or require us to acquire additional expensive egquipment, modify our manufacturing processes, or incur other
substantial expenses which could harm our business, financial condition and results of operations. In response to environmental
concerns, some customers and government agencies have begun to impose requirements for the elimination of hazardous substances,
such aslead (which iswidely used in soldering connections in the process of semiconductor packaging and assembly), from electronic
equipment. For example, in 2003, the European Parliament adopted its Restrictions on Use of Hazardous Substances Directive, or
RoHS Directive. Effective July 1, 2006, the RoHS Directive prohibits, with specified exceptions, the sale in the European Union, or
EU, market of new electrical and electronic equipment containing more than agreed levels of lead or other hazardous materials. We
have an active program in place to meet these customer and governmental requirements,
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including the RoHS Directive, where applicable to us, by making available versions of our products that do not include lead or other
RoHS-banned substances. Currently, we find it necessary to carry inventories of both leaded and |ead-free versions of certain
products, making it more difficult to accurately forecast appropriate inventory levels and increasing the amount of inventory we must
carry. The European Parliament has also adopted the Waste Electrical and Electronic Equipment Directive, or WEEE Directive, which
makes producers of electrical and electronic equipment financially responsible for specified collection, recycling, treatment and
disposal of past and future covered products. Environmental laws and regulations such as these could become more stringent over
time, imposing even greater compliance costs and increasing risks and penalties associated with violations, which could seriously
harm our business, financial condition and results of operations.

Dr. Ayasli, our founder and a principal stockholder, controls approximately 23% of our voting power, and is able to exert
significant control over the outcome of director elections and other matters requiring stockholder approval, including a changein
corporate control.

Dr. Yalcin Ayadli, our founder, and the Ayasli Children LLC, of which Dr. Ayasli isthe sole manager, are the beneficial owners
of an aggregate of approximately 23% of our common stock. Asaresult, Dr. Ayadi has the power to exert significant control over the
outcome of matters requiring stockholder approval, such as:

o the election of our directors;
e amendmentsto our certificate of incorporation or by-laws; and
o approval of mergers, consolidations or the sale of all or substantially all our assets.

Dr. Ayadli's significant ownership interest could adversely affect investors' perception of our corporate governance or delay,
prevent or cause a change in control of our company, any of which could adversely affect the market price of our common stock.

We arerequired to evaluate our internal control over financial reporting under Section 404 of the Sarbanes-Oxley Act of
2002, and any adverse results from such evaluation could result in aloss of investor confidence in our financial reports and have
an adverse effect on our stock price.

Pursuant to Section 404 of the Sarbanes-Oxley Act of 2002, we are required to furnish annually areport by our management on
our internal control over financia reporting. Such areport is required to contain, among other matters, an assessment of the
effectiveness of our internal control over financia reporting as of the end of our fiscal year, including a statement as to whether or not
our internal control over financial reporting is effective. This assessment must include disclosure of any material weaknessesin our
internal control over financial reporting identified by management.

If our management identifies one or more material weaknesses in our internal control over financial reporting, we will be unable
to assert that our internal control is effective. If we are unable to assert that our internal control over financial reporting is effective, or
if our independent registered public accounting firm is unable to express an opinion on the effectiveness of our internal controls,
investors could lose confidence in the accuracy and completeness of our financial reports, which could have an adverse effect on our
stock price.
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We could be the subject of securities class action litigation due to stock price volatility, which could divert management’s
attention and adversely affect our financial position or results of operations.

The stock market in general, and market prices for the securities of technology companies like oursin particular, have
experienced volatility that often has been unrelated to the operating performance of the underlying companies. These broad market
and industry fluctuations may adversely affect the market price of our common stock, regardless of our operating performance. In
severa recent situations where the market price of a stock has been volatile, holders of that stock have initiated securities class action
litigation against the company that issued the stock. If any of our stockholders were to bring alawsuit against us, the defense and
disposition of the lawsuit could be costly and divert the time and attention of our management and harm our business.

Anti-takeover provisionsin our charter documents and Delaware law could prevent or delay a changein control of our
Company that stockholders may consider beneficial and may adversely affect the price of our stock.

Provisions of our certificate of incorporation and by-laws may discourage, delay or prevent a merger, acquisition or change of
control that a stockholder may consider favorable. These provisions could also discourage proxy contests and make it more difficult
for stockholdersto elect directors and take other corporate actions. The existence of these provisions could limit the price that
investors might be willing to pay in the future for shares of our common stock. These provisions include authorizing the issuance of
“blank check” preferred stock and establishing advance notice requirements for nominations for election to the board of directors and
for proposing matters to be submitted to a stockholder vote.

Provisions of Delaware law may a so discourage, delay or prevent someone from acquiring or merging with our Company or
obtaining control of our Company. Specifically, Section 203 of the Delaware General Corporate Law may prohibit business
combinations with stockholders owning 15% or more of our outstanding voting stock and could reduce the value of our Company.
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Item 2. Unregistered Sales of Equity Securitiesand Use of Proceeds

Stock Repurchase Program

In April 2008, our board of directors authorized a stock repurchase program to offset the dilutive impact of equity-based
compensation granted to our employees. The shares may be repurchased from time to time in the open market or in privately
negotiated transactions. During the three months ended September 30, 2009, we repurchased 2,551 shares of our common stock at a

cost of $0.1 million, as set forth in the table below.

@
Total number of (b)
shares pur chased Averageprice

(d)
(©) Approximate dollar
Total number of value of sharesthat may
shares pur chased yet be purchased under
aspart of publicly the plansor programs

Period (D paid per share announced plan (in thousands) (2)
July 2009 2203 $ 37.60 2,203
August 2009 348 34.54 348
September 2009 — — —
Total 2,551 2551 $ 11,440

(1) Includes shares repurchased in connection with our stock-based compensation plans.

(2) Vaue based on an aggregate of 311,029 shares at an assumed purchase price of $36.78 per share, which was the last sale price of

our common stock on September 30, 2009, as reported by the Nasdag Global Market.

Item 3. Defaults Upon Senior Securities
Not applicable.
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Item 4. Submission of Mattersto a Vote of Security Holders
Not applicable.

[tem 5. Other Information

None.

Item 6. Exhibits

Exhibit

No. Description

31 Second Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.1 to our Current Report
on Form 8-K filed on August 2, 2005, referred to herein as the “Report on Form 8-K”)

3.2 Amended and Restated By-laws (incorporated by reference to Exhibit 3.2 to our Form 10-Q for the quarter ended June 30,
2008)

4.1 Specimen certificate for common stock of Hittite Microwave Corporation (incorporated by reference to Exhibit 4.1 to our

Registration Statement on Form S-1, File No. 333-124664)
311 Certification of Chief Executive Officer pursuant to Rules 13a-14(a) and 15d-14(a)
31.2 Certification of Chief Financial Officer pursuant to Rules 13a-14(a) and 15d-14(a)
32.1 Certification of Chief Executive Officer pursuant to Section 1350
32.2 Certification of Chief Financial Officer pursuant to Section 1350
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.

Date: November 6, 2009 HITTITE MICROWAVE CORPORATION
(Registrant)

By: /s/ William W. Boecke

William W. Boecke
Chief Financial Officer
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EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Stephen G. Daly, certify that:

1. I have reviewed this report on Form 10-Q of Hittite Microwave Corporation.

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this report.

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report.

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we have:

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

(b) designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

() evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting.

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or
persons performing the equivalent function):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’s internal controls over financial reporting.

Date: November 6, 2009 /s/ STEPHEN G. DALY

Stephen G. Daly
President and Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, William W. Boecke, certify that:

1. I have reviewed this report on Form 10-Q of Hittite Microwave Corporation.

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this report.

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report.

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we have:

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

(b) designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

() evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting.

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or
persons performing the equivalent function):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’s internal controls over financial reporting.

Date: November 6, 2009 /s/ WILLIAM W. BOECKE

William W. Boecke
Vice President, Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U. S. C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Hittite Microwave Corporation (the “Company”) on Form 10-Q for the period
ended September 30, 2009, as filed with the Securities and Exchange Commission on the date hereof (the “Report™), I, Stephen G.
Daly, Chief Executive Officer of the Company, certify, to my best knowledge and belief, pursuant to 18 U.S.C. §1350, adopted
pursuant to §906 of the Sarbanes-Oxley Act of 2002, that:

(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended; and

2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Dated: November 6, 2009 /s/ STEPHEN G. DALY
Stephen G. Daly
President and Chief Executive Olfficer

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906, has
been provided to Hittite Microwave Corporation and will be retained by Hittite Microwave Corporation and furnished to the Securities
and Exchange Commission or its staff upon request.




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U. S. C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Hittite Microwave Corporation (the “Company”) on Form 10-Q for the period
ended September 30, 2009, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, William W.
Boecke, Chief Financial Officer of the Company, certify, to my best knowledge and belief, pursuant to 18 U.S.C. §1350, adopted
pursuant to §906 of the Sarbanes-Oxley Act of 2002, that:

(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended; and

2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Dated: November 6, 2009 /s/ WILLIAM W. BOECKE
William W. Boecke
Vice President, Chief Financial Officer

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906, has
been provided to Hittite Microwave Corporation and will be retained by Hittite Microwave Corporation and furnished to the Securities
and Exchange Commission or its staff upon request.




