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Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of Certain Officers

Executive Management Incentive Compensation Plan

In 2006, the Board of Directors and stockholders of Microchip Technology Incorporated (the “Company”) approved the Executive Management Incentive Compensation Plan (the “Executive Plan”).  The Executive Plan provides for the
payment of cash bonuses to the Company’s executive officers based upon the objectives set by the Compensation Committee of the Company’s Board of Directors after receipt of recommendations from the Company’s CEO. At the end of each
fiscal quarter, the Compensation Committee will determine whether the objectives were met and determine the amount of payout to each participant. The CEO may make recommendations regarding awards to be made, other than those for himself.
The purpose of the Executive Plan is to motivate the Company’s executive officers to achieve performance objectives and to reward them when those objectives are satisfied.

The performance objectives for each fiscal quarter for fiscal 2008 are based upon the following areas: quarterly sequential sales growth (overall and in the Company’s 16-bit and analog product divisions), gross margin percentage,
operating expense percentage, operating profit percentage and earnings per share. The quarterly payments in fiscal 2008 for the Company’s CEO and the four other mostly highly paid executive officers participating in the Executive Plan are
targeted at an aggregate of approximately $305,000 for all such officers. Because the amount of cash bonuses are dependent upon satisfaction of the performance objectives, the exact amount of the payout (if any) to an executive officer under the
program cannot be determined at this time. Actual bonuses may be higher or lower than the targets depending upon the level of performance achieved by the Company. The maximum payment that any participant may receive under the Executive
Plan in any Company fiscal year is $2,500,000.

A copy of the Executive Plan was filed as an exhibit to the Company's current report on Form 8-K dated August 18, 2006
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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 hereunto duly authorized.
 

 
Dated: April 19, 2007

Microchip Technology Incorporated
(Registrant)

   
   

By:  /s/ Gordon W. Parnell                                     
  Gordon W. Parnell

Vice President, Chief Financial Officer
(Principal Accounting and Financial Officer)
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