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Cash and cash equivalents
Short-term investments
Accounts receivable, net
Inventories
Prepaid expenses
Deferred tax assets
Other current assets

Total current assets

Property, plant and equipment, net
Long-term investments

Goodwill

Intangible assets, net

Other assets

Total assets

Accounts payable

Accrued liabilities

Deferred income on shipments to distributors
Total current liabilities

Long-term income tax payable
Deferred tax liability

Other long-term liabilities

Stockholders’ equity:

MICROCHIP TECHNOLOGY INCORPORATED AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share amounts)

ASSETS

Preferred stock, $0.001 par value; authorized 5,000,000 shares; noshares issued or outstanding.
Common stock, $0.001 par value; authorized 450,000,000 shares;

issued 218,789,994 and outstanding 215,464,994 shares at September 30, 2007;

issued and outstanding 217,439,960 shares at March 31, 2007.

Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss

Less shares of common stock held in treasury at cost; 3,325,000 shares at September 30, 2007;

and no shares at March 31, 2007.
Net stockholders’ equity

Total liabilities and stockholders’ equity

September 30, March 31,
2007 2007
(Unaudited) (Note 1)

$ 174,225 $ 167,477
659,081 583,000

125,912 124,559

124,587 121,024

22,161 15,547

64,361 61,983

72,184 11,147

1,242,511 1,084,737

536,316 605,722

415,543 527,910

31,886 31,886

10,199 8,456

12,224 10,830

$ 2,248,679 $ 2,269,541

LIABILITIES AND STOCKHOLDERS' EQUITY

$ 39,654 $ 34,675
52,824 129,882

93,383 91,363

185,861 255,920

106,031

13,830 8,327

984 926

215 217

798,680 755,834

1,271,242 1,255,486
(3,015) (7,169)

(125,149)

1,941,973 2,004,368

$ 2,248,679 $ 2,269,541

See accompanying notes to condensed consolidated financial statements




MICROCHIP TECHNOLOGY INCORPORATED AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(in thousands except per share amounts)
(Unaudited)

Three Months Ended September 30,

Six Months Ended September 30,

2007 2006 2007 2006
Net sales $ 258,647 $ 267,934 522,719 530,491
Cost of sales (1) 103,935 105,973 209,462 210,046
Gross profit 154,712 161,961 313,257 320,445
Operating expenses:
Research and development (1) 29,306 29,084 59,052 57,108
Selling, general and administrative (1) 42,969 41,518 86,749 82,297
Loss on sale of Fab 3 26,763 - 26,763 -
99,038 70,602 172,564 139,405
Operating income 55,674 91,359 140,693 181,040
Other income (expense):
Interest income 14,418 14,981 29,320 28,908
Interest expense - (1,767) - (4,256)
Other, net 52 16 874 192
Income before income taxes 70,144 104,589 170,887 205,884
Income tax provision 9,465 25,101 29,915 49,412
Net income $ 60,679 $ 79,488 140,972 156,472
Basic net income per common share $ 028 $ 0.37 0.65 0.73
Diluted net income per common share $ 027 $ 0.36 0.63 0.71
Dividends declared per common share $ 0.295 0.235 0.575 0.450
Basic common shares outstanding 216,797 215,025 217,432 214,362
Diluted common shares outstanding 222,004 220,128 222,806 220,869
(1) Includes share-based compensation expense as follow:
Cost of sales $ 1,493 § - 3,083 —
Research and development 2,509 2,522 5,095 4,813
Selling, general and administrative 3,769 3,646 7,626 7,160

See accompanying notes to condensed consolidated financial statements




MICROCHIP TECHNOLOGY INCORPORATED AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating
activities:
Depreciation and amortization
Deferred income taxes
Share-based compensation expense related to equity incentive plans
Excess tax benefit from share-based compensation
Tax benefit from equity incentive plans
Gain on sale of assets
Loss on sale of Fab 3
Changes in operating assets and liabilities:
(Increase) decrease in accounts receivable
(Increase) decrease in inventories
Increase (decrease) in deferred income on shipments to distributors
Increase in accounts payable and accrued liabilities
Change in other assets and liabilities
Net cash provided by operating activities

Cash flows from investing activities:
Purchases of investments
Sales and maturities of investments
Investment in other assets
Proceeds from sale of assets
Capital expenditures
Net cash used provided by (used in) investing activities

Cash flows from financing activities:
Payment of cash dividend
Repurchase of common stock
Proceeds from sale of common stock
Excess tax benefit from share-based compensation
Payments on short-term borrowings
Net cash used in financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

See accompanying notes to condensed consolidated financial statements

(in thousands)
(Unaudited)

Six months ended September 30,

2007 2006
$ 140972 $ 156,472
52,791 58,210

(4,875) 8,642

15,804 11,973
(13,737) (11,250)

14,260 11,255
(450) (364)

26,763

(1,353) 16,249

(3,421) 768
2,020 (1,274)

8,918 6,166
(9,655) (6,112)

228,037 250,735
(928,663) (976,124)
970,275 567,725
(2,668) (478)

1,000 1,746
(37,245) (35,914)
2,699 (443,045)
(125,214) (96,573)
(150,172)

37,661 33,083

13,737 11,250
(188,154)
(223,988) (240,394)
6,748 (432,704)

167,477 565,273

$ 174225 S 132,569




MICROCHIP TECHNOLOGY INCORPORATED AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(€)] Basis of Presentation

The accompanying unaudited condensed consolidated financial statements include the accounts of Microchip Technology Incorporated and its wholly-owned
subsidiaries (the Company). All intercompany balances and transactions have been eliminated in consolidation. We own 100% of the outstanding stock in all of our
subsidiaries.

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with generally accepted accounting principles in the
United States of America, pursuant to the rules and regulations of the Securities and Exchange Commission (the SEC). In the opinion of management, all adjustments of a
normal recurring nature which are necessary for a fair presentation have been included. Certain information and footnote disclosures normally included in audited consolidated
financial statements have been condensed or omitted pursuant to such SEC rules and regulations. It is suggested that these condensed consolidated financial statements be read
in conjunction with the audited consolidated financial statements and the notes thereto included in the Company’s Annual Report on Form 10-K for the fiscal year ended March
31,2007. The results of operations for the three and six months ended September 30, 2007 are not necessarily indicative of the results that may be expected for the fiscal year
ending March 31, 2008 or for any other period.

?) Recently Issued Accounting Pronouncements

In June 2006, the Financial Accounting Standards Board (FASB) issued FASB Interpretation (FIN) No. 48, Accounting for Uncertainty in Income Taxes — an
Interpretation of FASB Statement 109 (FIN 48). FIN 48 establishes a single model to address accounting for uncertain tax positions. FIN 48 clarifies the accounting for income
taxes by prescribing a minimum recognition threshold a tax position is required to meet before being recognized in the financial statements. FIN 48 also provides guidance on
de-recognition, measurement classification, interest and penalties, accounting in interim periods, disclosure and transition. The Company adopted FIN 48 on April 1, 2007, and
did not recognize any cumulative-effect adjustment associated with its unrecognized tax benefits, interest, and penalties. See further discussion in Note 8.

In September 2006, the FASB issued Statement of Financial Accounting Standards (SFAS) No. 157, Fair Value Measurement (SFAS No. 157). SFAS No. 157 defines
fair value, establishes a framework for measuring fair value in generally accepted accounting principles, and expands disclosures about fair value measurements, but does not
require any new fair value measurement. SFAS No. 157 is effective for fiscal years beginning after November 15, 2007 and interim periods within those fiscal years. The
Company is in the process of determining the effect, if any, that the adoption of SFAS No. 157 will have on the Company’s consolidated financial statements. Because SFAS
No. 157 does not require any new fair value measurements or re-measurements of previously computed fair values, the Company does not believe the adoption of this
Statement will have a material effect on the Company’s results of operations or financial condition.

On February 15, 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities (SFAS No. 159). Under this Statement,
we may elect to report financial instruments and certain other items at fair value on a contract-by-contract basis with changes in value reported in earnings. This election is
irrevocable. SFAS No. 159 provides an opportunity to mitigate volatility in reported earnings that is caused by measuring hedged assets and liabilities that were previously
required to use a different accounting method than the related hedging contracts when the complex provisions of SFAS No. 133 hedge accounting are not met. SFAS No. 159 is
effective for years beginning after November 15, 2007. The Company is currently evaluating the potential impact of adopting this Statement.




3) Loss on Sale of Fab 3

The Company received an unsolicited offer on its Puyallup, Washington facility (Fab 3) in September 2007. The Company assessed its available capacity in its
current facilities, along with potential available capacity from outside foundries and determined the capacity of Fab 3 would not be required in the near term. As a result of this
assessment, the Company accepted the offer on September 21, 2007 and the transaction closed on October 19, 2007. The Company received $27.5 million in cash, net of
expenses associated with the sale, and recognized a loss on sale of $26.8 million, representing the difference between the carrying value of the assets at September 30, 2007 and
the amounts realized subsequent to September 30, 2007. At September 30, 2007, the $27.5 million of net cash from the sale, which was received in October 2007, was included
as a component of other current assets.

“4) Investments
The Company’s investments are intended to establish a high-quality portfolio that preserves principal, meets liquidity needs, avoids inappropriate concentrations and

delivers an appropriate yield in relationship to the Company’s investment guidelines and market conditions. The following is a summary of available-for-sale securities at
September 30, 2007 (amounts in thousands):

Adjusted Gross Unrealized ~ Gross Unrealized Estimated

Cost Gains Losses Fair Value
Government agency bonds $ 634,742  $ 268 $ 3,128  $ 631,882
Auction rate securities 159,475 - --- 159,475
Floating rate securities 105,105 - 80 105,025
Municipal bonds 88,730 153 --- 88,883
Corporate bonds and certificates of deposit 90,000 - 641 89,359
$ 1,078,052 $ 421 $ 3,849 $ 1,074,624

At September 30, 2007, the Company evaluated its investment portfolio, and noted unrealized losses of $3.8 million due to fluctuations in interest rates. Management
does not believe any of the unrealized losses represented an other-than-temporary impairment based on its evaluation of available evidence as of September 30, 2007. The
Company’s intent is to hold these investments until such time as these assets are no longer impaired. For those investments not scheduled to mature until after September 30,
2008, such recovery is not anticipated to occur in the next year and these investments have been classified as long-term investments. At September 30, 2007, short-term
investments consisted of $659.1 million and long-term investments consisted of $415.5 million.

The amortized cost and estimated fair value of the available-for-sale securities at September 30, 2007, by maturity, are shown below (amounts in thousands). Expected
maturities can differ from contractual maturities because the issuers of the securities may have the right to prepay obligations without prepayment penalties, and the Company
views its available-for-sale securities as available for current operations.

Adjusted Gross Unrealized ~ Gross Unrealized Estimated
Cost Gains Losses Fair Value
Available-for-sale

Due in one year or less $ 228444  $ 30 $ 785 $ 227,689
Due after one year and through five years 611,400 342 3,064 608,678
Due after five years and through ten years 7,843 17 - 7,860
Due after ten years 230,365 32 -—- 230,397
$ 1,078,052 $ 421§ 3,849 § 1,074,624




During the three and six months ended September 30, 2007, the Company did not have any gross realized gains or losses on sales of available-for-sale securities.

Included within the Company’s short-term investments are AA and AAA rated investments in auction rate securities. Auction rate securities are variable rate debt
instruments whose interest rates are reset approximately every 7 to 35 days. The underlying securities generally have longer dated contractual maturities. The auction rate
securities are classified as available for sale and are recorded at fair value. Typically, the carrying value of auction rate securities approximates fair value due to the frequent
resetting of the interest rates. In September 2007, auctions for $24.9 million of the Company’s investments in auction rate securities failed. The failures resulted in the interest
rate on these investments resetting at Libor plus 125 or 175 basis points. The investments are not liquid, and the Company now earns a premium interest rate on the
investments. In the event the Company needed to access these funds, it would not be able to until a future auction on these investments was successful. If the issuers are
unable to successfully close future auctions and their credit ratings deteriorate, the Company may be required to adjust the carrying value of these investments through an
impairment charge to earnings. There are $22.4 million of the failed auctions that are insured for their principal and interest in the case of default. The fair value of the failed
auction rate securities has been estimated based on prices provided by the firms managing the Company’s investments, which could change significantly based on market
conditions. The Company has not recognized any unrealized losses or impairment charges on these investments in the three and six months ended September 30, 2007. Based
on the Company’s ability to access its cash and other short-term investments, its expected operating cash flows, and its other sources of cash, it does not anticipate the lack of
liquidity on these investments will affect its ability to operate its business as usual.

*) Accounts Receivable

Accounts receivable consists of the following (amounts in thousands):

September 30, March 31,
2007 2007
Trade accounts receivable $ 128916 $ 127,467
Other 295 636
129,211 128,103
Less allowance for doubtful accounts 3,299 3,544
$ 125912  $ 124,559
6) Inventories
The components of inventories consist of the following (amounts in thousands):
September 30, March 31,
2007 2007
Raw materials $ 4,653 $ 5,118
Work in process 91,947 83,783
Finished goods 27,987 32,123
$ 124,587  $ 121,024

Inventory impairment charges establish a new cost basis for inventory and charges are not subsequently reversed to income even if circumstances later suggest that
increased carrying amounts are recoverable.




(@) Property, Plant and Equipment

Property, plant and equipment consists of the following (amounts in thousands):

September 30, March 31,
2007 2007

Land $ 35065 § 47,212
Building and building improvements 325,663 372,149
Machinery and equipment 1,083,266 1,059,565
Projects in process 76,053 69,040
1,520,047 1,547,966

Less accumulated depreciation and amortization 983,731 942,244
$ 536,316 $ 605,722

Depreciation expense attributed to property and equipment was $51.9 million in the six months ended September 30, 2007 and $57.3 million in the six months ended
September 30, 2006.

As a result of the sale of Fab 3, $54.2 million of net fixed assets were removed from property, plant and equipment as of September 30, 2007.
38 Income Taxes

Effective at the beginning of the first quarter of fiscal 2008, the Company adopted the provision of FIN 48, Accounting for Uncertainty in Income Taxes—an
Interpretation of FASB Statement No. 109. The adoption of FIN 48 did not impact the Company’s consolidated balance sheets, statements of operations or statements of cash
flows. The total amount of gross unrecognized tax benefits as of the date of adoption was $102.8 million. The Company historically classified unrecognized tax benefits in
current income taxes payable. As a result of the adoption of FIN 48, unrecognized tax benefits were reclassified to long-term income taxes payable.

The Company’s policy to include interest and penalties related to unrecognized tax benefits within the provision for taxes on the consolidated condensed statements of
income did not change as a result of implementing the provisions of FIN 48. As of the date of adoption of FIN 48, the Company did not have an accrued liability for the
payment of interest and penalties relating to unrecognized tax benefits.

The Company files U.S. federal, U.S. state, and foreign income tax returns. For U.S. federal, and in general for state tax returns, the fiscal 2002 through fiscal 2007
tax years remain open for examination by tax authorities. For foreign tax returns, the Company is generally no longer subject to income tax examinations for years prior to
fiscal 2002.

The Company recognizes liabilities for anticipated tax audit issues in the United States and other tax jurisdictions based on its estimate of whether, and the extent to
which, additional tax payments are more likely than not. The Company believes that it maintains adequate reserves to offset any potential income tax liabilities that may arise
upon final resolution of matters for open tax years. The IRS is currently auditing the Company’s fiscal years ended March 31, 2002, 2003 and 2004. The Company believes
that it has appropriate support for the income tax positions taken and to be taken on its tax returns and that its accruals for tax liabilities are adequate for all open years based on
an assessment of many factors including past experience and interpretations of tax law applied to the facts of each matter.

If such amounts ultimately prove to be unnecessary, the resulting reversal of such reserves would result in tax benefits being recorded in the period the reserves are no
longer deemed necessary. If such amounts ultimately prove to be less than an ultimate assessment, a future charge to expense would be recorded in the period in which the
assessment is determined. Although timing of the resolution and/or closure on audits is highly uncertain, the Company does not believe it is reasonably possible that the
unrecognized tax benefits would materially change in the next 12 months.




Loss on Sale of Fab 3

The income tax provision that the Company recorded in the three and six-month periods ended September 30, 2007 was impacted by loss on sale of Fab 3. There were no such
losses in the three and six-month periods ended September 30, 2006. The following table displays the impact the loss had on the income tax provision that the Company
recorded in the three and six-month periods ended September 30, 2007 (amounts in thousands):

Three Months Six Months
Ended Ended
September 30, September 30,
2007 2007
Income before taxes $ 70,144  $ 170,887
Loss on sale of Fab 3 26,763 26,763
Income before taxes excluding loss on sale 96,907 197,650
Effective tax rate 20.40% 20.35%
Income tax provision excluding effect of loss on sale 19,769 40,219
Tax benefit of loss on sale of Fab 3 at 38.5% 10,304 10,304
Income tax provision $ 9,465 $ 29,915

) Comprehensive Income

Comprehensive income consists of net income offset by net unrealized losses on available-for-sale investments. The components of other comprehensive loss and
related tax effects were as follows (amounts in thousands):

Three Months Ended Six Months Ended
September 30, September 30,
2007 2006 2007 2006
Decrease in unrealized losses on investments, net of tax effect of $1,513, $1,055,
$1,172, and $670, respectively $ 5175 $ 5,306 $ 4,153 § 3,939

Comprehensive income was $55.5 million and $136.8 million for the three and six months ended September 30, 2007, respectively. Comprehensive income was
$74.2 million and $152.5 million for the three and six months ended September 30, 2006, respectively.

10) Employee Benefit Plans

Equity Incentive Plans

The Company has equity incentive plans under which incentive stock options, restricted stock units (RSUs) and non-qualified stock options have been granted to
employees and under which non-qualified stock options have been granted to non-employee members of the Board of Directors. The Company’s 2004 Equity Incentive Plan,
as amended and restated (2004 Plan), is shareholder approved and permits the grant of stock options and RSUs to employees, non-employee members of the Board of Directors

and consultants. At September 30, 2007, 11.7 million shares remained available for future grant under the 2004 Plan.

The Board of Directors or the plan administrator determines eligibility, vesting schedules and exercise prices for equity incentives granted under the plans. Equity
incentives granted generally have a term of 10 years,




and in the case of newly hired employees, generally vest and become exercisable at the rate of 25% after one year of service and ratably on a monthly or quarterly basis over a
period of 36 months thereafter; subsequent equity incentive grants to existing employees generally vest and become exercisable ratably on a monthly or quarterly basis over a
period starting in 48 months and ending in 60 months after the date of grant. Beginning in fiscal 2008, the Company converted its equity granting practices to a quarterly
process instead of an annual process. The quarterly grants generally vest 48 months from the date of grant.

Share-Based Compensation Expense

The following table presents details of share-based compensation expense resulting from the application of SFAS No. 123 (revised 2004), Share-Based Payments
(SFAS 123R) (amounts in thousands):

Three Months Ended Six Months Ended
September 30, September 30,
2007 2006 2007 2006
Cost of sales $ 1,4931) $ - $ 3,0831) $ -
Research and development 2,509 2,522 5,095 4,813
Selling, general and administrative 3,769 3,646 7,626 7,160
Pre-tax effect of share-based compensation 7,771 6,168 15,804 11,973
Income tax benefit 1,586 1,481 3,217 2,874
Net income effect of share-based compensation $ 6,185 $ 4,687 $ 12,587 $ 9,099
Effect on basic net income per common share $ 002 § 002 § 0.06 § 0.04
Effect on diluted net income per share $ 003 § 002 § 0.06 § 0.05

(1) During the three and six months ended September 30, 2007, $1.6 million and $3.2 million, respectively, was capitalized to inventory and $1.5 million and $3.1 million,
respectively, of capitalized inventory was sold. During the three and six months ended September 30, 2006, $1.7 million and $3.3 million, respectively, was capitalized to
inventory.

The amount of unearned share-based compensation currently estimated to be expensed in the remainder of fiscal 2008 through fiscal 2012 related to unvested share-
based payment awards at September 30, 2007 is $66.0 million. The weighted average period over which the unearned share-based compensation is expected to be recognized is
approximately 2.57 years.

Combined Incentive Plan Information

RSU activity under the 2004 Plan for the six months ended September 30, 2007 is set forth below:

Number of Shares

Nonvested shares at March 31, 2007 1,687,443
Granted 524,822
Cancelled (49,768)
Vested (68,667)
Nonvested shares at September 30, 2007 2,093,830

The total pre-tax intrinsic value of RSUs which vested during the three and six months ended September 30, 2007 was $1.4 million and $2.7 million, respectively. The
aggregate pre-tax intrinsic value of RSUs outstanding at September 30, 2007 was $75.9 million. The aggregate pre-tax intrinsic value was calculated based on the closing price
of the Company’s common stock of $36.32 on September 28, 2007. At September 30, 2007, the weighted average remaining expense recognition period was 2.99 years.

The weighted average fair values per share of the RSUs awarded are calculated based on the fair market value of the Company’s common stock on the respective grant
dates discounted for the Company’s expected
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dividend yield. The weighted average fair value per share of RSUs awarded in the three and six months ended September 30, 2007 was $32.43 and $32.47, respectively.

Option activity under the Company’s stock incentive plans for the six months ended September 30, 2007 is set forth below:

Weighted

Number Average Exercise

of Shares Price per Share
Outstanding at March 31, 2007 14,740,546  $ 21.88
Granted 27,586 37.78
Exercised (1,761,310) 18.09
Cancelled (89,879) 24.65
Outstanding at September 30, 2007 12,916,943  §$ 2242

The total pre-tax intrinsic value of options exercised during the three and six months ended September 30, 2007 was $13.8 million and $37.8 million,
respectively. This intrinsic value represents the difference between the fair market value of the Company’s common stock on the date of exercise and the exercise price of each
equity award.

The following table summarizes information about the stock options outstanding at September 30, 2007:

Weighted
Range of Exercise Number of Weighted Average Weighted Average Number Average
Prices Outstanding Exercise Price Remaining Life Exercisable Exercise Price
(in years)
$ 4.72-815.86 1,466,692 $ 10.44 1.68 1,466,692 $ 10.44
15.87-15.92 926,769 15.92 3.47 926,769 15.92
15.93 —18.48 1,733,144 18.40 5.31 1,105,248 18.35
18.49 —23.39 1,589,791 22.38 3.05 1,589,772 22.38
23.40-25.26 898,501 24.19 4.62 898,177 24.19
25.27-25.29 1,619,111 25.29 7.49 28,271 25.29
25.30-27.00 694,489 26.21 6.26 671,780 26.21
27.01 -27.05 1,422,574 27.05 6.49 66,772 27.05
27.06 -27.15 1,510,015 27.15 4.49 1,510,014 27.15
27.16 - 37.84 1,055,857 29.96 6.20 781,033 29.50
12,916,943 § 22.42 4.87 9,044,528 § 21.21

The aggregate pre-tax intrinsic value of options outstanding and options exercisable at September 30, 2007 was $179.7 million and $136.7 million, respectively. The
aggregate pre-tax intrinsic values were calculated based on the closing price of the Company’s common stock of $36.32 per share on September 28, 2007.

The weighted average fair value per share of stock options granted in the three and six months ended September 30, 2007 was $12.16 and $12.20, respectively.
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The fair value of each stock option award is estimated on the date of the grant using the Black-Scholes-Merton (Black-Scholes) option pricing model. The following

are the weighted average assumptions used in the Black-Scholes model to value the options:

Six Months Ended September 30,

2007 2006
Expected life (in years) 6.50 5.46
Expected volatility 38% 41%
Risk-free interest rate 4.50% 4.67%
Expected dividend yield 3.00% 3.00%

Employee Stock Purchase Plan

The Company has an employee stock purchase plan and an international employee stock purchase plan (the Purchase Plans) for all eligible employees. Under the
Purchase Plans, employees may purchase shares of the Company’s common stock at six-month intervals at 85% of fair market value (calculated in the manner provided in the
plan). Employees purchase such stock using payroll deductions, which may not exceed 10% of their total cash compensation. The Purchase Plans impose certain limitations
upon an employee’s right to acquire common stock, including the following: (i) no employee may purchase more than 7,500 shares of common stock on any purchase date and
(i) no employee may be granted rights to purchase more than $25,000 of common stock for each calendar year in which such rights are at any time outstanding. At September
30, 2007, 4.5 million shares were available for future issuance under the Purchase Plans. The Company issued 198,768 shares under the Purchase Plans in the six months

ended September 30, 2007.

The weighted average fair values per share of stock purchased in connection with the Company’s stock purchase plan have been estimated using the Black-Scholes

option pricing model with the following assumptions:

Six Months Ended September 30,

2007 2006
Expected life (in years) 0.50 0.50
Expected volatility 27% 31%
Risk-free interest rate 4.20% 5.25%
Expected dividend yield 3.00% 3.00%

an Net Income Per Share
The following table sets forth the computation of basic and diluted net income per share (in thousands, except per share amounts):

Three Months Ended

Six Months Ended

September 30, September 30,
2007 2006 2007 2006
Net income $ 60,679 § 79,488  $ 140,972  § 156,472
Weighted average common shares outstanding 216,797 215,025 217,432 214,362
Dilutive effect of stock options and RSUs 5,207 5,103 5,374 6,507
Weighted average common and potential common shares outstanding 222,004 220,128 222,806 220,869
Basic net income per common share $ 028 $ 037 $ 065 $ 0.73
Diluted net income per common share $ 027 $ 036 $ 063 § 0.71




12) Stock Repurchase

On April 22, 2004, the Company announced that its Board of Directors had authorized the Company to purchase up to 2.5 million shares of its common stock in the
open market or in privately negotiated transactions. As of September 30, 2007, the Company had repurchased 2.5 shares under this authorization for $82.0 million. On
October 25, 2006, the Company announced that its Board of Directors had authorized the repurchase of up to an additional 10 million shares of its common stock in the open
market or in privately negotiated transactions. As of September 30, 2007, the Company had repurchased 2,506,565 shares under this authorization for $94.7 million. As of
September 30, 2007, approximately 3,325,000 shares remained as treasury shares with the balance of the shares being used to fund share issuance requirements under the
Company’s equity incentive plans. The timing and amount of future repurchases will depend upon market conditions, interest rates and corporate considerations.

13) Dividends

On October 28, 2002, the Company announced that its Board of Directors had approved and instituted a quarterly cash dividend on its common stock. A quarterly
cash dividend of $0.295 per share was paid on August 23, 2007 in the aggregate amount of $64.1 million. A quarterly cash dividend of $0.31 per share was declared on October
23,2007 and will be paid on November 20, 2007 to shareholders of record as of November 6, 2007. The Company expects the November 2007 payment of its quarterly cash
dividend to be approximately $67.0 million.

14) Subsequent Events

In October 2007, the Company obtained notification from a foreign taxing authority that previously filed tax returns for fiscal 2004 and fiscal 2005 that were under
examination would not be adjusted and would be accepted as filed. As a result, the Company changed its judgment about certain unrecognized tax benefits resulting in a tax
benefit of approximately $5.7 million which will be recognized in the quarter ending December 31, 2007. The accrued liability of $5.7 million has been reclassified from long-
term income tax payable to accrued liabilities at September 30, 2007.

The Company purchased 2,046,900 shares of its common stock in open market transactions for $65.9 million in October and November 2007 up through November 5,
2007. The timing and amount of future repurchases will depend upon market conditions, interest rates and corporate considerations.




Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This report, including “Part I — Item 2 Management s Discussion and Analysis of Financial Condition and Results of Operations” and “Part II - Item 14 Risk
Factors” contains certain forward-looking statements that involve risks and uncertainties, including statements regarding our strategy, financial performance and revenue
sources. We use words such as “anticipate,” “believe,” “plan,” “expect,” “future,” “intend” and similar expressions to identify forward-looking statements. Our actual
results could differ materially from the results anticipated in these forward-looking statements as a result of certain factors including those set forth under “Risk Factors,”
beginning at page 30 and elsewhere in this Form 10-Q. Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot
guarantee future results, levels of activity, performance or achievements. You should not place undue reliance on these forward-looking statements. We disclaim any obligation
to update information contained in any forward-looking statement. These forward-looking statements include, without limitation, statements regarding the following:

2 e

The effects and amount of competitive pricing pressure on our product lines;

Our ability to moderate future average selling price declines;

The effect of product mix on gross margin;

The amount of changes in demand for our products and those of our customers;

The level of orders that will be received and shipped within a quarter;

The effect that distributor and customer inventory holding patterns will have on us;

Our belief that customers recognize our products and brand name and use distributors as an effective supply channel;
Our belief that our direct sales personnel combined with our distributors provide an effective means of reaching our customer base;
Our ability to increase the proprietary portion of our analog and interface product lines and the effect of such an increase;
The impact of any supply disruption we may experience;

Our ability to effectively utilize our facilities at appropriate capacity levels and anticipated costs;

That our capital expenditures over the next 12 months will provide sufficient manufacturing capability to meet our anticipated needs;
That manufacturing costs will be reduced by our transition to advanced process technologies;

Our ability to maintain manufacturing yields;

Continuing our investments in new and enhanced products;

Continuing our investments in auction rate securities;

The ability to attract and retain qualified personnel;

The cost effectiveness of using our own assembly and test operations;

Our anticipated level of capital expenditures;

Continuing to receive patents on our inventions;

Continuation of quarterly cash dividends;

The sufficiency of our existing sources of liquidity;

The impact of seasonality on our business;

Expected impact of SFAS 123R on our business and related assumptions used in such analysis;

That the resolution and costs of legal actions will not harm our business;

That the idling of assets will not impair the value of such assets;

The recoverability of our deferred tax assets;

The adequacy of our tax reserves to offset any potential tax liabilities;

Our belief that the expiration of any tax holidays will not have a material impact;

The ability to obtain title to land underlying our Thailand facility, its fair value and adequacy of associated reserves;

The accuracy of our estimates of the useful life and values of our property and equipment;

Our ability to obtain intellectual property licenses and minimize the effects of litigation;

The level of risk we are exposed to for product liability claims;

The amount of labor unrest, political instability, governmental interference and changes in general economic conditions that we experience;
The effect of changes in market interest rates on income and/or cash flows;

The effect of fluctuations in currency rates;

The timing and amount of repurchases of our common stock;

The availability of financing on acceptable terms;

The effect of expansion of environmental laws; and

The impact of export regulations on our business.
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We begin our Management’s Discussion and Analysis of Financial Condition and Results of Operations (MD&A) with a summary of Microchip’s overall business
strategy to give the reader an overview of the goals of our business and the overall direction of our business and products. This is followed by a discussion of the Critical
Accounting Policies and Estimates that we believe are important to understanding the assumptions and judgments incorporated in our reported financial results. We then
discuss our Results of Operations for the three and six months ended September 30, 2007 compared to the three and six months ended September 30, 2006. We then provide an
analysis of changes in our balance sheet and cash flows, and discuss our financial commitments in sections titled “Liquidity and Capital Resources,” “Contractual Obligations”
and “Off-Balance Sheet Arrangements.”

Strategy

Our goal is to be a worldwide leader in providing specialized semiconductor products for a wide variety of embedded control applications. Our strategic focus is on
embedded control products, which include microcontrollers, high-performance linear and mixed signal devices, power management and thermal management devices, interface
devices, Serial EEPROMs, and our patented KeeLoq security devices. We provide highly cost-effective embedded control products that also offer the advantages of small size,
high performance, low voltage/power operation and ease of development, enabling timely and cost-effective embedded control product integration by our customers.

Our manufacturing operations include wafer fabrication and assembly and test. The ownership of our manufacturing resources is an important component of our
business strategy, enabling us to maintain a high level of manufacturing control resulting in us being one of the lowest cost producers in the embedded control industry. By
owning our wafer fabrication facilities and much of our assembly and test operations, and by employing statistical process control techniques, we have been able to achieve and
maintain high production yields. Direct control over manufacturing resources allows us to shorten our design and production cycles. This control also allows us to capture the
wafer manufacturing and a portion of the assembly and test profit margin.

We employ proprietary design and manufacturing processes in developing our embedded control products. We believe our processes afford us both cost-effective
designs in existing and derivative products and greater functionality in new product designs. While many of our competitors develop and optimize separate processes for their
logic and memory product lines, we use a common process technology for both microcontroller and non-volatile memory products. This allows us to more fully leverage our
process research and development costs and to deliver new products to market more rapidly. Our engineers utilize advanced computer-aided design (CAD) tools and software
to perform circuit design, simulation and layout, and our in-house photomask and wafer fabrication facilities enable us to rapidly verify design techniques by processing test
wafers quickly and efficiently.

We are committed to continuing our investment in new and enhanced products, including development systems, and in our design and manufacturing process
technologies. We believe these investments are significant factors in maintaining our competitive position. Our current research and development activities focus on the design
of new microcontrollers, digital signal controllers, memory and mixed-signal products, new development systems, software and application-specific software libraries. We are
also developing new design and process technologies to achieve further cost reductions and performance improvements in existing products.

We market our products worldwide primarily through a network of direct sales personnel and distributors. Our distributors focus primarily on servicing the product
and technical support requirements of a broad base of diverse customers. We believe that our direct sales personnel combined with our distributors provide an effective means
of reaching this broad and diverse customer base. Our direct sales force focuses primarily on major strategic accounts in three geographical markets: the Americas, Europe and
Asia. We currently maintain sales and support centers in major metropolitan areas in North America, Europe and Asia. We believe that a strong technical service presence is
essential to the continued development of the embedded control market. Many of our field sales engineers (FSEs), field application engineers (FAEs), and sales management
have technical degrees and have been previously employed in an engineering environment. We believe that the technical knowledge of our sales force is a key competitive
advantage in the sale of our products. The primary mission of our FAE team is to provide technical assistance to strategic accounts and to conduct periodic training sessions for
FSEs and distributor sales teams. FAEs also frequently conduct technical seminars for our customers in major cities around the world, and work closely with our distributors to
provide technical assistance and end-user support.
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Critical Accounting Policies and Estimates
General

Our discussion and analysis of Microchip’s financial condition and results of operations is based upon our Consolidated Financial Statements, which have been
prepared in accordance with accounting principles generally accepted in the United States of America. We review the accounting policies we use in reporting our financial
results on a regular basis. The preparation of these financial statements requires us to make estimates and judgments that affect the reported amounts of assets, liabilities,
revenues and expenses and related disclosure of contingent liabilities. On an ongoing basis, we evaluate our estimates, including those related to revenue recognition, share-
based compensation, inventories, income taxes, property plant and equipment, impairment of property, plant and equipment and litigation. We base our estimates on historical
experience and on various other assumptions that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the
carrying value of assets and liabilities that are not readily apparent from other sources. Results may differ from these estimates due to actual outcomes being different from
those on which we based our assumptions. We review these estimates and judgments on an ongoing basis. We believe the following critical accounting policies affect our more
significant judgments and estimates used in the preparation of our consolidated financial statements. We also have other policies that we consider key accounting policies, such
as our policy regarding revenue recognition to OEMs; however, we do not believe these policies require us to make estimates or judgments that are as difficult or subjective as
our policies described below.

Revenue Recognition— Distributors

Our distributors worldwide have broad rights to return products and price protection rights, so we defer revenue recognition until the distributor sells the product to
their customers. We reduce product pricing through price protection based on market conditions, competitive considerations and other factors. Price protection is granted to
distributors on the inventory that they have on hand at the date the price protection is offered. When we reduce the price of our products, it allows the distributor to claim a
credit against its outstanding accounts receivable balances based on the new price of the inventory it has on hand as of the date of the price reduction. There is no revenue
impact to us from the price protections. We also grant certain credits to our distributors. The credits are granted to the distributors on specially identified pieces of the
distributors’ business to allow them to earn a competitive gross margin on the sale of our products to their end customers. The credits are on a per unit basis and are not given to
the distributor until they provide documentation of the sale to their end customer. The effect of granting these credits establishes the net selling price from us to our distributors
for the product and results in the net revenue recognized by us when the product is sold by the distributors to their end customers. Upon our shipment to distributors, amounts
billed are included as accounts receivable, inventory is relieved, and the sale and the gross margin are deferred and are reflected as a current liability until the product is sold by
the distributor to their customers.

Share-based Compensation

In the first quarter of fiscal 2007, we adopted SFAS No. 123R, which requires the measurement at fair value and recognition of compensation expense for all share-
based payment awards, including grants of employee stock options, RSUs and employee stock purchase rights, to be recognized in our financial statements based on their
respective grant date fair values. Total share-based compensation during the six months ended September 30, 2007 was $15.9 million, of which $12.7 million was reflected in
operating expenses and $3.2 million was capitalized to inventory. Share-based compensation reflected in cost of sales during the six months ended September 30, 2007 was
$3.1 million.

Determining the appropriate fair-value model and calculating the fair value of share-based awards at the date of grant requires judgment. The fair value of our RSUs is
based on the fair market value of our common stock on the date of grant discounted for expected future dividends. We use the Black-Scholes option pricing model to estimate
the fair value of employee stock options and rights to purchase shares under stock participation
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plans, consistent with the provisions of SFAS No. 123R. Option pricing models, including the Black-Scholes model, also require the use of input assumptions, including
expected volatility, expected life, expected dividend rate, and expected risk-free rate of return. We use a blend of historical and implied volatility based on options freely traded
in the open market as we believe this is more reflective of market conditions and a better indicator of expected volatility than using purely historical volatility. The expected
life of the awards is based on historical and other economic data trended into the future. The risk-free interest rate assumption is based on observed interest rates appropriate
for the terms of our awards. The dividend yield assumption is based on our history and expectation of future dividend payouts. SFAS No. 123R requires us to develop an
estimate of the number of share-based awards which will be forfeited due to employee turnover. Quarterly changes in the estimated forfeiture rate can have a significant effect
on reported share-based compensation, as the effect of adjusting the rate for all expense amortization after April 1, 2006 is recognized in the period the forfeiture estimate is
changed. If the actual forfeiture rate is higher or lower than the estimated forfeiture rate, then an adjustment is made to increase or decrease the estimated forfeiture rate, which
will result in a decrease or increase to the expense recognized in the financial statements. If forfeiture adjustments are made, they would affect our gross margin, research and
development expenses, and selling, general, administrative expenses. The effect of forfeiture adjustments in fiscal 2007 and the first two quarters of fiscal 2008 were
immaterial.

We evaluate the assumptions used to value our awards on a quarterly basis. If factors change and we employ different assumptions, share-based compensation expense
may differ significantly from what we have recorded in the past. If there are any modifications or cancellations of the underlying unvested securities, we may be required to
accelerate, increase or cancel any remaining unearned share-based compensation expense. Future share-based compensation expense and unearned share-based compensation
will increase to the extent that we grant additional equity awards to employees or we assume unvested equity awards in connection with acquisitions.

Inventories

Inventories are valued at the lower of cost or market using the first-in, first-out method. We write down our inventory for estimated obsolescence or unmarketable
inventory in an amount equal to the difference between the cost of inventory and the estimated market value based upon assumptions about future demand and market
conditions. If actual market conditions are less favorable than those we projected, additional inventory write-downs may be required. Inventory impairment charges establish a
new cost basis for inventory and charges are not subsequently reversed to income even if circumstances later suggest that increased carrying amounts are recoverable. In
estimating our inventory obsolescence, we primarily evaluate estimates of demand over a 12-month period and record impairment charges for inventory on hand in excess of
the estimated 12-month demand.

Income Taxes

As part of the process of preparing our consolidated financial statements, we are required to estimate our income taxes in each of the jurisdictions in which we
operate. This process involves estimating our actual current tax exposure together with assessing temporary differences resulting from differing treatment of items for tax and
accounting purposes. These differences result in deferred tax assets and liabilities, which are included within our consolidated balance sheet. We must then assess the
likelihood that our deferred tax assets will be recovered from future taxable income within the relevant jurisdiction and to the extent we believe that recovery is not likely, we
must establish a valuation allowance. We have not provided for a valuation allowance because we believe that it is more likely than not that our deferred tax assets will be
recovered from future taxable income. Should we determine that we would not be able to realize all or part of our net deferred tax asset in the future, an adjustment to the
deferred tax asset would be charged to income in the period such determination was made. At September 30, 2007, our gross deferred tax asset was $64.4 million.

Various taxing authorities in the United States and other countries in which we do business scrutinize the tax structures employed by businesses. Companies of our
size and complexity are regularly audited by the taxing authorities in the jurisdictions in which they conduct significant operations. We are currently under audit by the
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United States Internal Revenue Service (IRS) for our fiscal years ended March 31, 2002, 2003 and 2004. We recognize liabilities for anticipated tax audit issues in the United
States and other tax jurisdictions based on our estimate of whether, and the extent to which, additional tax payments are probable. We believe that we maintain adequate tax
reserves to offset any potential tax liabilities that may arise upon these and other pending audits in the United States and other countries in which we do business. If such
amounts ultimately prove to be unnecessary, the resulting reversal of such reserves would result in tax benefits being recorded in the period the reserves are no longer deemed
necessary. If such amounts ultimately prove to be less than an ultimate assessment, a future charge to expense would be recorded in the period in which the assessment is
determined.

Property, Plant and Equipment

Property, plant and equipment are stated at cost. Major renewals and improvements are capitalized, while maintenance and repairs are expensed when incurred. At
September 30, 2007, the carrying value of our property and equipment totaled $536.3 million, which represents 23.9% of our total assets. This carrying value reflects the
application of our property and equipment accounting policies, which incorporate estimates, assumptions and judgments relative to the useful lives of our property and
equipment. Depreciation is provided on a straight-line basis over the estimated useful lives of the related assets, which range from five to seven years on manufacturing
equipment and approximately 30 years on buildings.

We began production activities at Fab 4 on October 31, 2003. We began to depreciate the Fab 4 assets as they were placed in service for production purposes. As of
September 30, 2007, all of the buildings and supporting facilities were being depreciated as well as the manufacturing equipment that had been placed in service. All
manufacturing equipment that was not being used in production activities was maintained in projects in process and is not being depreciated until it is placed into service since
management believes there will be no change to its utility from the present time until it is placed into productive service. The lives to be used for depreciating this equipment at
Fab 4 will be evaluated at such time as the assets are placed in service. We do not believe that the temporary idling of such assets has impaired the estimated life or carrying
values of the underlying assets.

The estimates, assumptions and judgments we use in the application of our property and equipment policies reflect both historical experience and expectations
regarding future industry conditions and operations. The use of different estimates, assumptions and judgments regarding the useful lives of our property and equipment and
expectations regarding future industry conditions and operations, could result in materially different carrying values of assets and results of operations.

We do not currently hold title to the land on which our Thailand facility resides. The land is subject to a bankruptcy relating to the seller of the land. We are currently
working with the creditors in attempts to reach resolution on this matter. We have provided reserves that we estimate will be adequate to obtain full title. Such reserves are set
at the estimated fair value of the land. However, timing of the resolution is difficult to predict and the ultimate amount to be paid could change.

Impairment of Property, Plant and Equipment

We assess whether indicators of impairment of long-lived assets are present. If such indicators are present, we determine whether the sum of the estimated
undiscounted cash flows attributable to the assets in question is less than their carrying value. If less, we recognize an impairment loss based on the excess of the carrying
amount of the assets over their respective fair values. Fair value is determined by discounted future cash flows, appraisals or other methods. If the assets determined to be
impaired are to be held and used, we recognize an impairment loss through a charge to our operating results to the extent the present value of anticipated net cash flows
attributable to the asset are less than the asset’s carrying value, which we depreciate over the remaining estimated useful life of the asset. We may incur impairment losses, or
additional losses on already impaired assets, in future periods if factors influencing our estimates change.
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Litigation

Our current estimated range of liability related to pending litigation is based on the probable loss of claims for which we can estimate the amount and range of
loss. Recorded reserves were not significant at September 30, 2007.

Because of the uncertainties related to both the probability of loss and the amount and range of loss on our pending litigation, we are unable to make a reasonable

estimate of the liability that could result from an unfavorable outcome. As additional information becomes available, we will assess the potential liability related to our pending
litigation and revise our estimates. Revisions in our estimates of the potential liability could materially impact our results of operation and financial position.

Results of Operations

The following table sets forth certain operational data as a percentage of net sales for the periods indicated:

Three Months Ended Six Months Ended
September 30, September 30,
2007 2006 2007 2006
Net sales 100.0% 100.0% 100.0% 100.0%
Cost of sales 40.2% 39.5% 40.1% 39.6%
Gross profit 59.8% 60.5% 59.9% 60.4%
Research and development 11.3% 10.9% 11.3% 10.8%
Selling, general and administrative 16.6% 15.5% 16.6% 15.5%
Loss on sale of Fab 3 10.4% ---% 5.1% ---%
Operating income 21.5% 34.1% 26.9% 34.1%
Net Sales

We operate in one industry segment and engage primarily in the design, development, manufacture and marketing of semiconductor products. We sell our products to
distributors and original equipment manufacturers, referred to as OEMs, in a broad range of market segments, perform ongoing credit evaluations of our customers and
generally require no collateral.

Our net sales for the quarter ended September 30, 2007 were $258.6 million, a decrease of 2.1% from the previous quarter’s sales of $264.1 million, and a decrease of
3.5% from net sales of $267.9 million in the quarter ended September 30, 2006. The changes in net sales in these periods resulted primarily from changes in market conditions
across all of our product lines. Average selling prices for our products were down approximately 6% for the three and six-month periods ended September 30, 2007 over the
corresponding periods of the previous fiscal year. The number of units of our products sold were up approximately 3% and 2% for the three and six-month periods ended
September 30, 2007 over the corresponding periods of the previous fiscal year. The average selling prices and the unit volumes of our sales are impacted by the mix of our
products sold. Key factors in achieving the amount of net sales during the three and six-month periods ended September 30, 2007 include:

overall demand for our products;

increasing semiconductor content in our customers’ products;

customers’ increasing needs for the flexibility offered by our programmable solutions;
our new product offerings that have increased our served available market;

economic conditions in the markets we serve, specifically housing and consumer; and
inventory holding patterns of our customers.
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We recognize revenue from product sales upon shipment to OEMs. Under our shipping terms, legal title passes to the customer upon shipment from Microchip. We
have no post-shipment obligations. Distributors generally have broad rights to return products and price protection rights, so we defer revenue recognition until the distributors
sell the product to their customers. Upon shipment, amounts billed to distributors are included in accounts receivable, inventory is relieved, the sale is deferred and the gross
margin is reflected as a current liability until the product is sold by the distributors to their customers.

Sales by product line for the three and six months ended September 30, 2007 and 2006 were as follows (dollars in thousands):

Three Months Ended Six Months Ended
September 30, September 30,
(unaudited) (unaudited)
2007 % 2006 % 2007 % 2006 %
Microcontrollers $ 205,529 79.5% $ 214,778 80.2% $ 418,834 80.1% $ 426,094 80.3%
Memory products 32,637 12.6% 32,131 12.0% 62,928 12.0% 62,738 11.8%
Analog and interface products 20,481 7.9% 21,025 7.8% 40,957 7.9% 41,659 7.9%
Total sales $ 258,647 100.0% $ 267,934 100.0% $ 522,719 100.0% $ 530,491 100.0%

Microcontrollers

Our microcontroller product line represents the largest component of our total net sales. Microcontrollers and associated application development systems accounted
for approximately 79.5% of our total net sales for the three-month period ended September 30, 2007 and approximately 80.1% of our total net sales for the six-month period
ended September 2007 compared to approximately 80.2% of our total net sales for the three-month period ended September 30, 2006 and approximately 80.3% of our total net
sales for the six-month period ended September 30, 2006.

Net sales of our microcontroller products decreased approximately 4.3% in the three-month period ended September 30, 2007 and 1.7% in the six-month period ended
September 30, 2007 compared to the three and six-month periods ended September 30, 2006. These sales decreases were primarily due to economic conditions in the markets
we serve and other factors described on page 20 above. The end markets that we serve include the consumer, automotive, industrial control, communications and computing
markets.

Historically, average selling prices in the semiconductor industry decrease over the life of any particular product. The overall average selling prices of our
microcontroller products have remained relatively constant over time due to the proprietary nature of these products. We have experienced, and expect to continue to
experience, moderate pricing pressure in certain microcontroller product lines, primarily due to competitive conditions. We have been able to in the past, and expect to be able
to in the future, moderate average selling price declines in our microcontroller product lines by introducing new products with more features and higher prices. We may be
unable to maintain average selling prices for our microcontroller products as a result of increased pricing pressure in the future, which would adversely affect our operating
results.

Memory Products
Sales of our memory products accounted for approximately 12.6% of our total net sales for the three-month period ended September 30, 2007 and 12.0% of our total
net sales for the six-month period ended September 30, 2007 compared to approximately 12.0% of our total net sales for the three-month period ended September 30, 2006 and

11.8% of our total net sales in the six-month period ended September 30, 2006.
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Net sales of our memory products increased approximately 1.6% in the three-month period ended September 30, 2007 and 0.3% in the six-month period ended
September 30, 2007 compared to the three and six-month periods ended September 30, 2006. These sales increases were driven by customer demand conditions within the
Serial EEPROM market which products comprise substantially all of our memory product net sales.

Serial EEPROM product pricing has historically been cyclical in nature, with steep price declines followed by periods of relative price stability, driven by changes in
industry capacity at different stages of the business cycle. We have experienced, and expect to continue to experience, varying degrees of competitive pricing pressures in our
Serial EEPROM products. We may be unable to maintain the average selling prices of our Serial EEPROM products as a result of increased pricing pressure in the future,
which could adversely affect our operating results.

Analog and Interface Products

Sales of our analog and interface products accounted for approximately 7.9% of our total net sales for the three-month period ended September 30, 2007 and 7.9% of
our total net sales for the six-month period ended September 30, 2007 compared to approximately 7.8% of our total net sales for the three-month period ended September 30,
2006 and 7.9% of our total net sales for the six-month period ended September 30, 2006.

Net sales of our analog and interface products decreased approximately 2.6% in the three-month period ended September 30, 2007 and 1.7% in the six-month period
ended September 30, 2007 compared to the three and six-month periods ended September 30, 2006. These sales decreases in our analog and interface products were driven by
supply and demand conditions within the analog and interface market.

Analog and interface products can be proprietary or non-proprietary in nature. Currently, we consider more than half of our analog and interface product mix to be
proprietary in nature, where prices are relatively stable, similar to the pricing stability experienced in our microcontroller products. The non-proprietary portion of our analog
and interface business will experience price fluctuations, driven primarily by the current supply and demand for those products. We may be unable to maintain the average
selling prices of our analog and interface products as a result of increased pricing pressure in the future, which would adversely affect our operating results. We anticipate the
proprietary portion of our analog and interface products will continue to increase over time.

Turns Orders

Our net sales in any given quarter depend upon a combination of shipments from backlog and orders received in that quarter for shipment in that quarter, which we
refer to as turns orders. Historically, we have proven our ability to respond quickly to customer orders as part of our competitive strategy, resulting in customers placing orders
with short delivery schedules. Shorter lead times generally mean that turns orders as a percentage of our business are relatively high in any particular quarter and reduce our
backlog visibility on future product shipments. Turns orders correlate to overall semiconductor industry conditions and product lead times. Turns orders are difficult to predict,
and we may not experience the combination of turns orders and shipments from backlog in a quarter that would be sufficient to achieve anticipated net sales. If we do not
achieve a sufficient level of turns orders in a particular quarter, our net sales and operating results may suffer.

Distribution

Distributors accounted for approximately 64% of our net sales in the three-month periods ended September 30, 2007 and 2006. Distributors accounted for
approximately 65% of our net sales in the six-month periods ended September 30, 2007 and 2006.

Our largest distributor accounted for approximately 12% of our net sales in the three-month period ended September 30, 2007 and 11% in the six months ended
September 30, 2007. Our two largest distributors accounted for approximately 21% of our net sales in the three and six-month periods ended September 30, 2006.
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Generally, we do not have long-term agreements with our distributors and we, or our distributors, may terminate our relationships with each other with little or no
advanced notice. The loss of, or the disruption in the operations of, one or more of our distributors could reduce our future net sales in a given quarter and could result in an
increase in inventory returns.

At September 30, 2007, our distributors were maintaining an average of approximately 1.9 months of inventory of our products. Over the past three fiscal years, the
months of inventory maintained by our distributors have fluctuated between approximately 1.8 and 2.8 months. Thus, inventory levels at our distributors are at the low end of
the range we have experienced over the last three years. As we recognize revenue based on sell through for all of our distributors, we do not believe that inventory holding
patterns at our distributors will materially impact our net sales.

Sales by Geography

Sales by geography for the three and six-month periods ended September 30, 2007 and 2006 were as follows (dollars in thousands):

Three Months Ended Six Months Ended
September 30, September 30,
(unaudited) (unaudited)
2007 % 2006 % 2007 % 2006 %
Americas $ 69,900 27.0% $ 73,629 27.5% $ 140,305 26.8% $ 147,208 27.8%
Europe 75,195 29.1% 73,857 27.6% 155,036 29.7% 147,599 27.8%
Asia 113,552 43.9% 120,448 44.9% 227,378 43.5% 235,684 44.4%
Total sales $ 258,647 100.0% $ 267,934 100.0% $ 522,719 100.0% $ 530,491 100.0%

Our sales to foreign customers have been predominately in Asia and Europe, which we attribute to the manufacturing strength in those areas for automotive,
communications, computing, consumer and industrial control products. Americas sales include sales to customers in the United States, Canada, Central America and South
America. Sales to customers in Asia have generally increased over time due to many of our customers transitioning their manufacturing operations to Asia and growth in
demand from the emerging Asian market.

Sales to foreign customers accounted for approximately 74% of our net sales in the three and six-month periods ended September 30, 2007 and 73% in the three and
six-month periods ended September 30, 2006. Substantially all of our foreign sales are U.S. dollar denominated.

Gross Profit

Our gross profit was $154.7 million in the three months ended September 30, 2007 and $162.0 million in the three months ended September 30, 2006. Our gross
profit was $313.3 in the six months ended September 30, 2007 and $320.4 million in the six months ended September 30, 2006. Gross profit as a percentage of sales was
59.8% in the three months ended September 30, 2007 and 60.5% in the three months ended September 30, 2006. Gross profit as a percentage of sales was 59.9% in the six
months ended September 30, 2007 and 60.4% in the six months ended September 30, 2006.

The most significant factors affecting our gross profit percentage in the periods covered by this report were:
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increased cost of sales of $1.5 million and $3.1 million in the three and six months ended September 30, 2007, respectively, compared to the prior year
periods, associated with share-based compensation expense under the SFAS 123R;

fluctuations in the product mix of microcontrollers, proprietary and non-proprietary analog products and Serial EEPROM products resulting in lower average
selling prices for our products;

lower depreciation expense as a percentage of cost of sales; and

unfavorable foreign exchange rate fluctuations impacting our Thailand manufacturing operations.

Other factors that impacted gross profit percentage in the periods covered by this report include:

changes in capacity utilization and absorption of fixed costs;

gross profit on products sold through the distribution channel;

continued cost reductions in wafer fabrication and assembly and test manufacturing such as new manufacturing technologies and more efficient
manufacturing techniques; and

inventory write-offs and the sale of inventory that was previously written off.

During the three-month period ended September 30, 2007, we operated at approximately 99% of our Fab 2 capacity, which is approximately the same level of
utilization from the same period of the previous fiscal year. Our utilization of Fab 4’s total capacity is at relatively low levels although we are utilizing all of the
installed equipment base. We expect to maintain approximately the same levels of capacity utilization at Fab 2 and Fab 4 during the third quarter of fiscal 2008.

The process technologies utilized impact our gross margins. Fab 2 currently utilizes various manufacturing process technologies, but predominantly utilizes our 0.5 to
1.0 micron processes. At September 30, 2007, Fab 4 predominantly utilized our 0.5 micron process technology. We continue to transition products to more advanced process
technologies to reduce future manufacturing costs. All of our production has been on 8-inch wafers for the periods covered by this report.

Our overall inventory levels were $124.6 million at September 30, 2007 compared to $121.0 million at March 31, 2007. We had 109 days of inventory on our balance
sheet at September 30, 2007 compared to 107 days at March 31, 2007 and 101 days at September 30, 2006. At September 30, 2007, $3.4 million of share-based compensation
expense was included in inventory compared to $3.2 million at March 31, 2007, as a result of the adoption of SFAS 123R. The adoption of this accounting standard adversely
impacted our gross profit in the quarter ending September 30, 2007, as inventory including share-based compensation was sold.

We anticipate that our gross margins will fluctuate over time, driven primarily by the overall product mix of microcontroller, analog and interface and memory
products and the percentage of net sales of each of these products in a particular quarter, as well as manufacturing yields, fixed cost absorption, capacity utilization levels,
particularly those at Fab 4, and competitive and economic conditions.

At September 30, 2007, approximately 68% of our assembly requirements were being performed in our Thailand facility, compared to approximately 75% as of
September 30, 2006. Third-party contractors located in Asia perform the balance of our assembly operations. Substantially all of our test requirements were being performed
in our Thailand facility as of September 30, 2007 and September 30, 2006. We believe that the assembly and test operations performed at our Thailand facility provide us with
significant cost savings when compared to third-party contractor assembly and test costs, as well as increased control over these portions of the manufacturing process.

We rely on outside wafer foundries for a small portion of our wafer fabrication requirements.

Our use of third parties involves some reduction in our level of control over the portions of our business that we subcontract. While we review the quality, delivery
and cost performance of our third-party contractors,
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our future operating results could suffer if any third-party contractor is unable to maintain manufacturing yields, assembly and test yields and costs at approximately their
current levels.

Research and Development (R&D)

R&D expenses for the three months ended September 30, 2007 were $29.3 million, or 11.3% of sales, compared to $29.1 million, or 10.9% of sales, for the three
months September 30, 2006. R&D expenses for the six months ended September 30, 2007 were $59.1 million, or 11.3% of sales, compared to $57.1 million, or 10.8% of sales,
for the six months ended September 30, 2006. We are committed to investing in new and enhanced products, including development systems software, and in our design and
manufacturing process technologies. We believe these investments are significant factors in maintaining our competitive position. We expense all R&D costs as
incurred. R&D expenses include labor, depreciation, masks, prototype wafers, and expenses for the development of process technologies, new packages, and software to
support new products and design environments.

R&D expenses increased $0.2 million, or 0.8%, for the three months ended September 30, 2007 over the same period last year. R&D expenses increased $1.9 million,
or 3.4%, for the six months ended September 30, 2007 over the same period last year. The primary reasons for the increases in R&D expenses in these periods was higher labor
costs as a result of expanding our internal R&D headcount.

Selling, General and Administrative

Selling, general and administrative expenses for the three months ended September 30, 2007 were $43.0 million, or 16.6% of sales, compared to $41.5 million, or
15.5% of sales, for the three months ended September 30, 2006. Selling, general and administrative expense for the six months ended September 30, 2007 were $86.7 million,
or 16.6% of sales, compared to $82.3 million or 15.5% of sales, for the six months ended September 30, 2006. Selling, general and administrative expenses include salary
expenses related to field sales, marketing and administrative personnel, advertising and promotional expenditures and legal expenses. Selling, general and administrative
expenses also include costs related to our direct sales force and field applications engineers who work in sales offices worldwide to stimulate demand by assisting customers in
the selection and use of our products.

Selling, general and administrative expenses increased $1.5 million, or 3.5%, for the three months ended September 30, 2007 over the same period last year. Selling,
general and administrative expenses increased $4.4 million, or 5.4%, for the six months ended September 30, 2007 over the same period last year. The primary reason for the
increases in selling, general and administrative expenses in these periods was higher labor costs as a result of expanding our internal resources involved in the technical aspect
of selling our products.

Selling, general and administrative expenses fluctuate over time, primarily due to revenue and operating expense levels.

Loss on Sale of Fab 3

In August 2002, we acquired a semiconductor manufacturing facility in Gresham, Oregon, referred to as Fab 4. After the acquisition of Fab 4 was completed, we
undertook an analysis of the potential production capacity at Fab 4. The results of the production capacity analysis led us to determine that Fab 3’s capacity would not be
needed in the foreseeable future and during the second quarter of fiscal 2003 we committed to a plan to sell Fab 3. Accordingly, Fab 3 was classified as an asset held-for-sale as

of September 30, 2002, and we maintained that classification until March 31, 2005.

On March 31, 2005, we changed the classification of Fab 3 from an asset held-for-sale to an asset held-for-future-use and began to depreciate the asset. Fab 3 had
been on the market for over two years, and we had not received any acceptable offers on the facility. Over that period of time, our business had increased significantly
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and we thought that over the next several years we would need to begin planning for future wafer fabrication capacity as a larger percentage of Fab 4’s clean room capacity was
utilized. We determined that the appropriate action to take was to stop actively marketing the Fab 3 facility and hold it for future use. As a result of this change in
classification, we had to assess the fair value of the Fab 3 asset to determine if any additional impairment charge was required upon the change in classification from held-for-
sale to held-for-future-use under SFAS No. 144. We performed a discounted cash flow analysis of the Fab 3 asset based on various financial projections in developing the fair
value estimate given that it was the best available valuation technique for the asset. The discounted cash flow analysis confirmed the carrying value of the Fab 3 asset at March
31, 2005 was not in excess of its fair value. No indicators of impairment for the Fab 3 asset arose between March 31, 2005 and September 30, 2007.

We received an unsolicited offer on the Fab 3 facility in September 2007. We assessed our available capacity in our current facilities, along with our capacity available
from outside foundries and determined the capacity of Fab 3 would not be required in the near term. As a result of this assessment, we accepted the offer on September 21,
2007 and the transaction closed on October 19, 2007. We received $27.5 million in cash net of expenses associated with the sale and recognized an impairment charge of $26.8
million on the sale of Fab 3, representing the difference between the carrying value of the assets at September 30, 2007 and the amounts realized subsequent to September 30,
2007. As of September 30, 2007, the $27.5 million of net cash from the sale, which was received in October 2007, was included as a component of other current assets.

Other Income (Expense)

Interest income in the three and six-month periods ended September 30, 2007 increased from interest income in the three and six-month periods ended September 30,
2006 as our average invested cash balances and the average interest rates on those invested cash balances were at higher levels in the periods ended September 30, 2007
compared to the same periods in the prior fiscal year.

Provision for Income Taxes

Provisions for income taxes reflect tax on foreign earnings and federal and state tax on U.S. earnings. We had an effective tax rate of 13.5% for the three-month period
ended September 30, 2007 and 17.5% in the six-month period ending September 30, 2007 and 24.0% for the three and six-month period ending September 30, 2006. The lower
tax rates in the three and six months ended September 30, 2007 compared to the same periods last year were driven by the U.S. tax benefit associated with the sale of Fab 3 and
the impact of the resolution of certain tax matters through a tax settlement that was finalized with the IRS in the fourth quarter of fiscal 2007.

At September 30, 2007, our gross deferred tax asset was $64.4 million. Our gross deferred tax asset increased by $2.4 million in the six months ended September 30,
2007 compared to the level at March 31, 2007, due primarily to changes in various temporary differences between our book and tax reporting. At September 30, 2007, our
deferred tax liability was $13.8 million. Our gross deferred tax liability increased by $5.5 million in the three and six months ended September 30, 2007 compared to the level
at March 31, 2007, due primarily to changes in temporary differences in depreciation between our book and tax reporting.

Our Thailand manufacturing operations currently benefit from tax holidays that have been granted to us by the Thailand government based on our investments in
property, plant and equipment in Thailand. Our tax holiday periods in Thailand expire at various times in the future. One of our Thailand tax holidays expired in September
2006 and the expiration did not have a material impact on our effective tax rate. We do not expect the future expiration of any of our tax holiday periods in Thailand to have a
material impact on our effective tax rate. Any expiration of tax holidays are expected to have a minimal impact on our overall tax expense due to other tax holidays and an
increase in income in other taxing jurisdictions with lower statutory rates.
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Liquidity and Capital Resources

We had $1,248.8 million in cash, cash equivalents and short-term and long-term investments at September 30, 2007, a decrease of $29.5 million from the March 31,
2007 balance. The decrease in cash, cash equivalents and short-term and long-term investments over this time period is primarily attributable to cash generated from operating
activities being offset by dividends and stock repurchase activity in the six months ended September 30, 2007.

Net cash provided from operating activities was $228.0 million for the six-month period ended September 30, 2007 compared to $250.7 million for the six-month
period ended September 30, 2006. The change in cash flow from operations was primarily from changes in accounts receivable, other assets and liabilities, accounts payable
and accrued liability balances, and changes in deferred taxes.

During the six months ended September 30, 2007, net cash provided by investing activities was $2.7 million. During the six months ended September 30, 2006, net
cash used in investing activities was $443.0 million. The increase in cash was due primarily to changes in our net purchases, sales and maturities of short-term and long-term
investments in the six-month period ended September 30, 2007.

We enter into hedging transactions from time to time in an attempt to reduce our exposure to currency rate fluctuations. There were no hedges outstanding at
September 30, 2007. Although none of the countries in which we conduct significant foreign operations have had a highly inflationary economy in the last five years, there is
no assurance that inflation rates or fluctuations in foreign currency rates in countries where we conduct operations will not adversely affect our operating results in the future.

Our level of capital expenditures varies from time to time as a result of actual and anticipated business conditions. Capital expenditures in the six months ended
September 30, 2007 were $37.2 million compared to $35.9 million for the six months ended September 30, 2006. Capital expenditures are primarily for the expansion of
production capacity and the addition of research and development equipment. We currently anticipate spending approximately $70 million during the next 12 months to invest
in equipment and facilities to maintain, and selectively increase, capacity to meet our currently anticipated needs.

We expect to finance capital expenditures through our existing cash balances and cash flows from operations. We believe that the capital expenditures anticipated to
be incurred over the next 12 months will provide sufficient manufacturing capacity to meet our currently anticipated needs.

Net cash used in financing activities was $224.0 million for the six months ended September 30, 2007 compared to $240.4 million for the six months ended September
30, 2006. Proceeds from the exercise of stock options and employee purchases under our employee stock purchase plan were $37.7 million for the six months ended September
30, 2007 and $33.1 million for the six months ended September 30, 2006. We paid cash dividends to our shareholders of $125.2 million in the six months ended September 30,
2007 and $96.6 million in the six months ended September 30, 2006. During the six months ended September 30, 2007, we repurchased $150.2 million of our common
stock. During the six months ended September 30, 2006, we paid down $188.2 million in short-term borrowings. Excess tax benefits from share-based payment arrangements
were $13.7 million in the six months ended September 30, 2007 and $11.3 million in the six months ended September 30, 2006.

On April 22, 2004, our Board of Directors authorized the repurchase of 2.5 million shares of our common stock in the open market or in privately negotiated
transactions. As of September 30, 2007, we had repurchased all 2.5 million shares under this authorization for a total of $82.0 million. On October 25, 2006, our Board of
Directors authorized the repurchase of up to an additional 10 million shares of our common stock in the open market or in privately negotiated transactions. As of September
30, 2007, we had repurchased 2,506,565 shares under this authorization for $94.7 million. As of September 30, 2007, approximately 3,325,000 shares remained as treasury
shares with the balance of shares being used to fund share issuance requirements under our equity incentive plans. The timing and amount of any future repurchases will
depend upon market conditions, interest rates and corporate considerations.




On October 28, 2002, we announced that our Board of Directors had approved and instituted a quarterly cash dividend on our common stock. The initial quarterly
dividend of $0.02 per share was paid on December 6, 2003 in the aggregate amount of $4.0 million. We have continued to pay quarterly dividends and have increased the
amount of such dividends on a regular basis. A quarterly dividend of $0.295 per share was paid on August 23, 2007 in the aggregate amount of $64.1 million. A quarterly
dividend of $0.31 per share was declared on October 23, 2007 and will be paid on November 20, 2007 to shareholders of record as of November 6, 2007. We expect the
November 2007 cash dividend to be approximately $67.0 million. Since the inception of our dividend program, we have paid aggregate dividends of $527.7 million.

We believe that our existing sources of liquidity combined with cash generated from operations will be sufficient to meet our currently anticipated cash requirements
for at least the next 12 months. However, the semiconductor industry is capital intensive. In order to remain competitive, we must constantly evaluate the need to make
significant investments in capital equipment for both production and research and development. We may seek additional equity or debt financing from time to time to maintain
or expand our wafer fabrication and product assembly and test facilities, or for other purposes. The timing and amount of any such financing requirements will depend on a
number of factors, including demand for our products, changes in industry conditions, product mix, and competitive factors. There can be no assurance that such financing will
be available on acceptable terms, and any additional equity financing would result in incremental ownership dilution to our existing stockholders.

Contractual Obligations

There have not been any material changes in our contractual obligations from what we disclosed in our Annual Report on Form 10-K for the fiscal year ended March
31, 2007.

Off-Balance Sheet Arrangements
As of September 30, 2007, we are not involved in any off-balance sheet arrangements, as defined in Item 303(a)(4)(ii) of SEC Regulation S-K.
Recently Issued Accounting Pronouncements

In September 2006, the Financial Accounting Standards Board (FASB) issued FASB Interpretation (FIN) No. 48, Accounting for Uncertainty in Income Taxes — an
Interpretation of FASB Statement 109 (FIN 48). FIN 48 establishes a single model to address accounting for uncertain tax positions. FIN 48 clarifies the accounting for income
taxes by prescribing a minimum recognition threshold a tax position is required to meet before being recognized in the financial statements. FIN 48 also provides guidance on
de-recognition, measurement classification, interest and penalties, accounting in interim periods, disclosure and transition. We adopted FIN 48 on April 1, 2007, and did not
recognize any cumulative-effect adjustment associated with our unrecognized tax benefits, interest, and penalties.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurement (SFAS No. 157). SFAS No. 157 defines fair value, establishes a framework for
measuring fair value in generally accepted accounting principles, and expands disclosures about fair value measurements, but does not require any new fair value
measurement. SFAS No. 157 is effective for fiscal years beginning after November 15, 2007 and interim periods within those fiscal years. We are in the process of
determining the effect, if any, that the adoption of SFAS No. 157 will have on our consolidated financial statements. Because SFAS No. 157 does not require any new fair
value measurements or re-measurements of previously computed fair values, we do not believe the adoption of this Statement will have a material effect on our results of
operations or financial condition.
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On February 15, 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities (SFAS No. 159). Under this Standard,
we may elect to report financial instruments and certain other items at fair value on a contract-by-contract basis with changes in value reported in earnings. This election is
irrevocable. SFAS No. 159 provides an opportunity to mitigate volatility in reported earnings that is caused by measuring hedged assets and liabilities that were previously
required to use a different accounting method than the related hedging contracts when the complex provisions of SFAS No. 133 hedge accounting are not met. SFAS No. 159 is
effective for years beginning after November 15, 2007. We are currently evaluating the potential impact of adopting this Standard.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Included within our investment portfolio are $159.5 million of AA and AAA rated investments in auction rate securities. In September 2007, auctions for $24.9 million
of our investments in auction rate securities failed. The failures resulted in the interest rate on these investments resetting at Libor plus 125 or 175 basis points. While we now
earn a premium interest rate on the investments, the investments are not liquid. All of our holdings in investments where the auctions have failed are owned by one of our non
U.S. subsidiaries and these funds are permanently invested offshore and are not required for our ongoing operations. In the event we need to access these funds, we will not be
able to until a future auction on these investments is successful. If the issuers are unable to successfully close future auctions and their credit ratings deteriorate, we may be
required to adjust the carrying value of these investments through an impairment charge to earnings. There are $22.4 million of the failed auctions that are insured for their
principal and interest in the case of default. Based on our ability to access our cash and other short-term investments, our expected operating cash flows, and our other sources
of cash, we do not anticipate the lack of liquidity on these investments will affect our ability to operate our business as usual. We have continued to invest a portion of our
portfolio in auction rate securities where the underlying assets have not been impacted by the current liquidity issues in the marketplace. Our continued investments in auction
rate securities are primarily in municipal bond auction rate structures. We have not had any additional securities fail the auction process.

During the normal course of business, we are subject to a variety of market risks, examples of which include, but are not limited to, interest rate movements and
foreign currency fluctuations and collectability of accounts receivable. We continuously assess these risks and have established policies and procedures to help protect against
any material adverse effects of these and other potential exposures. Although we do not anticipate any material losses in these risk areas, no assurance can be made that
material losses will not be incurred in these areas in the future. During the six months ended September 30, 2007, there were no material changes in our exposure to market risk
as disclosed in Management’s Discussion and Analysis of Financial Condition and Results of Operations in our Annual Report on Form 10-K for the year ended March 31,
2007 other than the auction rate securities described above.

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this Quarterly Report on Form 10-Q, as required by paragraph (b) of Rule 13a-15 or Rule 15d-15 under the Securities Exchange
Act of 1934, as amended, we evaluated under the supervision of our Chief Executive Officer and our Chief Financial Officer, the effectiveness of our disclosure controls and
procedures (as defined in Rules 13a-15(e) or 15d-15(e) of the Securities Exchange Act of 1934, as amended). Based on this evaluation, our Chief Executive Officer and our
Chief Financial Officer have concluded that our disclosure controls and procedures are effective to ensure that information we are required to disclose in reports that we file or
submit under the Securities Exchange Act of 1934 (i) is recorded, processed, summarized and reported within the time periods specified in Securities and Exchange
Commission rules and forms, and (ii) is accumulated and communicated to our management, including our Chief Executive Officer and our Chief Financial Officer, as
appropriate to allow timely decisions regarding required disclosure. Our disclosure controls
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and procedures are designed to provide reasonable assurance that such information is accumulated and communicated to our management. Our disclosure controls and
procedures include components of our internal control over financial reporting. Management’s assessment of the effectiveness of our internal control over financial reporting is
expressed at the level of reasonable assurance because a control system, no matter how well designed and operated, can provide only reasonable, but not absolute, assurance
that the control system’s objectives will be met.

Changes in Internal Control over Financial Reporting

During the six months ended September 30, 2007, there was no change in our internal control over financial reporting identified in connection with the evaluation
required by paragraph (d) of Rule 13a-15 or Rule 15d-15 that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

Part II. OTHER INFORMATION
Item 1. Legal Proceedings

In the ordinary course of our business, we are involved in a limited number of legal actions, both as plaintiff and defendant, and could incur uninsured liability in any
one or more of them. Although the outcome of these actions is not presently determinable, we believe that the ultimate resolution of these matters will not harm our business
and will not have a material adverse effect on our financial position, cash flows or results of operations. Litigation relating to the semiconductor industry is not uncommon, and
we are, and from time to time have been, subject to such litigation. No assurances can be given with respect to the extent or outcome of any such litigation in the future.

Item 1A. Risk Factors

When evaluating Microchip and its business, you should give careful consideration to the factors listed below, in addition to the information provided elsewhere in this
Form 10-Q and in other documents that we file with the Securities and Exchange Commission.

Our quarterly operating results may fluctuate due to factors that could reduce our net sales and profitability.

Our quarterly operating results are affected by a wide variety of factors that could reduce our net sales and profitability, many of which are beyond our control. Some
of the factors that may affect our quarterly operating results include:

changes in demand or market acceptance of our products and products of our customers

levels of inventories at our customers

the mix of inventory we hold and our ability to satisfy orders from our inventory

changes in utilization of our manufacturing capacity and fluctuations in manufacturing yields

our ability to secure sufficient assembly and testing capacity

availability of raw materials and equipment

competitive developments including pricing pressures

the level of orders that are received and can be shipped in a quarter

the level of sell-through of our products through distribution

changes or fluctuations in customer order patterns and seasonality

constrained availability from other electronic suppliers impacting our customers’ ability to ship their products, which in turn may adversely impact our sales
to those customers

costs and outcomes of any tax audits or any litigation involving intellectual property, customers or other issues

disruptions in our business or our customers’ businesses due to terrorist activity, armed conflict, war, worldwide oil prices and supply, public health concerns
or disruptions in the transportation system

property damage or other losses which are not covered by insurance

general economic, industry or political conditions in the United States or internationally
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We believe that period-to-period comparisons of our operating results are not necessarily meaningful and that you should not rely upon any such comparisons as
indications of future performance. In future periods our operating results may fall below our public guidance or the expectations of public market analysts and investors, which
would likely have a negative effect on the price of our common stock.

Our operating results will suffer if we ineffectively utilize our manufacturing capacity or fail to maintain manufacturing yields.

The manufacture and assembly of integrated circuits, particularly non-volatile, erasable CMOS memory and logic devices such as those that we produce, are complex
processes. These processes are sensitive to a wide variety of factors, including the level of contaminants in the manufacturing environment, impurities in the materials used, the
performance of our wafer fabrication personnel and equipment, and other quality issues. As is typical in the semiconductor industry, we have from time to time experienced
lower than anticipated manufacturing yields. Our operating results will suffer if we are unable to maintain yields at approximately the current levels. This could include delays
in the recognition of revenue, loss of revenue or future orders, and customer-imposed penalties for failure to meet contractual shipment deadlines. Our operating results are also
adversely affected when we operate at less than optimal capacity. Lower capacity utilization results in certain costs being charged directly to expense and lower gross margins.

We are dependent on orders that are received and shipped in the same quarter and are therefore limited in our visibility of future product shipments.

Our net sales in any given quarter depend upon a combination of shipments from backlog and orders received in that quarter for shipment in that quarter, which we
refer to as turns orders. We measure turns orders at the beginning of a quarter based on the orders needed to meet the shipment targets that we set entering the
quarter. Historically, we have proven our ability to respond quickly to customer orders as part of our competitive strategy, resulting in customers placing orders with relatively
short delivery schedules. Shorter lead times generally mean that turns orders as a percentage of our business are relatively high in any particular quarter and reduces our
backlog visibility on future product shipments. Turns orders correlate to overall semiconductor industry conditions and product lead times. Because turns orders are difficult to
predict, varying levels of turns orders make our net sales more difficult to forecast. If we do not achieve a sufficient level of turns orders in a particular quarter relative to our
revenue targets, our revenue and operating results may suffer.

Intense competition in the markets we serve may lead to pricing pressures, reduced sales of our products or reduced market share.

The semiconductor industry is intensely competitive and has been characterized by price erosion and rapid technological change. We compete with major domestic
and international semiconductor companies, many of which have greater market recognition and substantially greater financial, technical, marketing, distribution and other
resources than we do with which to pursue engineering, manufacturing, marketing and distribution of their products. We may be unable to compete successfully in the future,
which could harm our business.
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Our ability to compete successfully depends on a number of factors both within and outside our control, including, but not limited to:

the quality, performance, reliability, features, ease of use, pricing and diversity of our products

our success in designing and manufacturing new products including those implementing new technologies
the rate at which customers incorporate our products into their own applications

product introductions by our competitors

the number, nature and success of our competitors in a given market

our ability to obtain adequate supplies of raw materials and other supplies at acceptable prices

our ability to protect our products and processes by effective utilization of intellectual property rights

the quality of our customer service and our ability to address the needs of our customers, and

general market and economic conditions.

Historically, average selling prices in the semiconductor industry decrease over the life of any particular product. The overall average selling prices of our
microcontroller and proprietary analog and interface products have remained relatively constant, while average selling prices of our Serial EEPROM and non-proprietary
analog and interface products have declined over time.

We have experienced, and expect to continue to experience, modest pricing declines in certain of our more mature proprietary product lines, due primarily to
competitive conditions. We have been able to moderate average selling price declines in many of our proprietary product lines by continuing to introduce new products with
more features and higher prices. We have experienced in the past and expect to continue to experience in the future varying degrees of competitive pricing pressures in our
Serial EEPROM and non-proprietary analog products.

We may be unable to maintain average selling prices for our products as a result of increased pricing pressure in the future, which could adversely impact our
operating results.

Our business is dependent on selling through distributors.

Sales through distributors accounted for 65% of our net sales in fiscal 2007 and the first six months of fiscal 2008. Our two largest distributors together accounted for
approximately 21% of our net sales in fiscal 2007. Our largest distributor accounted for approximately 11% of our net sales during the first six months of fiscal 2008. We do
not have long-term agreements with our distributors and both we and our distributors may each terminate our relationship with little or no advanced notice. We believe that
customers recognize Microchip for its products and brand name and use distributors as an effective supply channel.

During fiscal 2006, we reduced the gross margin that certain of our distributors earn when they sell our products. We reduced these distributors’ gross margins because
we believed these distributors did not have sufficient technical sales resources to properly address the marketplace for our products. Since fiscal 2006, we have added a
significant number of technical sales employees throughout our worldwide sales organization to address the support requirements for both our OEM and distribution
customers. Although these actions have not had a material adverse impact on the overall effectiveness of our distribution channel, there can be no assurance that there will not
be an adverse impact in the future.

The loss of, or a disruption in the operations of, one or more of our distributors could reduce our net sales in a given period and could result in an increase in inventory
returns.

Our success depends on our ability to introduce new products on a timely basis.

Our future operating results will depend on our ability to develop and introduce new products on a timely basis that can compete effectively on the basis of price and
performance and which address customer requirements. The success of our new product introductions depends on various factors, including, but not limited to:

proper new product selection

timely completion and introduction of new product designs

development of support tools and collateral literature that make complex new products easy for engineers to understand and use, and
market acceptance of our customers’ end products.
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Because our products are complex, we have experienced delays from time to time in completing development of new products. In addition, our new products may not
receive or maintain substantial market acceptance. We may be unable to design, develop and introduce competitive products on a timely basis, which could adversely impact
our future operating results.

Our success also depends upon our ability to develop and implement new design and process technologies. Semiconductor design and process technologies are subject
to rapid technological change and require significant R&D expenditures. We and other companies in the industry have, from time to time, experienced difficulties in effecting
transitions to advanced process technologies and, consequently, have suffered reduced manufacturing yields or delays in product deliveries. Our future operating results could
be adversely affected if any transition to future process technologies is substantially delayed or inefficiently implemented.

We must attract and retain qualified personnel to be successful, and competition for qualified personnel is intense in our market.

Our success depends upon the efforts and abilities of our senior management, engineering and other personnel. The competition for qualified engineering and
management personnel is intense.

We may be unsuccessful in retaining our existing key personnel or in attracting and retaining additional key personnel that we require. The loss of the services of one
or more of our key personnel or the inability to add key personnel could harm our business. We have no employment agreements with any member of our senior management
team. As a result of the anticipated impact that the adoption of SFAS No. 123R in our first fiscal quarter of 2007 would have on our results of operations, we changed our
equity compensation program during fiscal 2006. We now grant fewer equity based shares per employee and the type of equity instrument is generally restricted stock units
rather than stock options. This change in our equity compensation program may make it more difficult for us to attract or retain qualified management and engineering
personnel, which could have an adverse effect on our business.

We are dependent on several contractors to perform key manufacturing functions for us.

We use several contractors located in Asia for a portion of the assembly and testing of our products. We also rely on outside wafer foundries for a portion of our wafer
fabrication. Although we own the majority of our manufacturing resources, the disruption or termination of any of our contractors could harm our business and operating
results.

Our use of third parties involves some reduction in our level of control over the portions of our business that we subcontract. Our future operating results could suffer
if any contractor were to experience financial, operations or production difficulties or situations when demand exceeds capacity, or if they were unable to maintain
manufacturing yields, assembly and test yields and costs at approximately their current levels, or if due to their locations in foreign countries they were to experience political
upheaval or infrastructure disruption. Further, procurement from third parties is done by purchase order and contracts. If these third parties are unable or unwilling to timely
deliver products or services conforming to our quality standards, we may not be able to qualify additional manufacturing sources for our products in a timely manner or at all,
and such arrangements, if any, may not be on favorable terms to us. In such event, we could experience an interruption in production, an increase in manufacturing and
production costs, decline in product reliability, and our business and operating results could be adversely affected.
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We may lose sales if our suppliers of raw materials and equipment fail to meet our needs.

Our semiconductor manufacturing operations require raw materials and equipment that must meet exacting standards. We generally have more than one source for
these supplies, but there are only a limited number of suppliers capable of delivering various raw materials and equipment that meet our standards. The raw materials and
equipment necessary for our business could become more difficult to obtain as worldwide use of semiconductors in product applications increases. We have experienced
supply shortages from time to time in the past, and on occasion our suppliers have told us they need more time than expected to fill our orders or that they will no longer
support certain equipment with updates or spare and replacements parts. An interruption of any raw materials or equipment sources, or the lack of supplier support for a
particular piece of equipment, could harm our business.

Our operating results may be impacted by both seasonality and the wide fluctuations of supply and demand in the semiconductor industry.

The semiconductor industry is characterized by seasonality and wide fluctuations of supply and demand. Since a significant portion of our revenue is from consumer
markets and international sales, our business may be subject to seasonally lower revenues in particular quarters of our fiscal year. However, broad strength in our overall
business in certain recent periods and semiconductor industry conditions have had a more significant impact on our results than seasonality, and has made it difficult to assess
the impact of seasonal factors on our business. The industry has also experienced significant economic downturns, characterized by diminished product demand and production
over-capacity. We have sought to reduce our exposure to this industry cyclicality by selling proprietary products that cannot be easily or quickly replaced, to a geographically
diverse base of customers across a broad range of market segments. However, we have experienced substantial period-to-period fluctuations in operating results and expect, in
the future, to experience period-to-period fluctuations in operating results due to general industry or economic conditions.

We are exposed to various risks related to legal proceedings or claims.

We are currently, and in the future may be, involved in legal proceedings or claims regarding patent infringement, intellectual property rights, contracts and other
matters. As is typical in the semiconductor industry, we receive notifications from customers from time to time who believe that we owe them indemnification or other
obligations related to infringement claims made against the customers by third parties. These legal proceedings and claims, whether with or without merit, could result in
substantial cost to us and divert our resources. If we are not able to resolve a claim, negotiate a settlement of a matter, obtain necessary licenses on commercially reasonable
terms, reengineer our products or processes to avoid infringement, and/or successfully prosecute or defend our position, we could incur uninsured liability in any of them, be
required to take an appropriate charge to operations, be enjoined from selling a material portion of our product line or using certain processes, suffer a reduction or elimination
in value of inventories, and our business, financial condition or results of operations could be harmed.

It is also possible that from time to time we may be subject to warranty or product liability claims that could lead to significant expenses related to the defense of such
claims, diversion of resources, increased costs associated with the replacement of affected products, lost revenue or delay in recognition of revenue due to cancellation of orders
and unpaid receivables, customer imposed fines or penalties for failure to meet contractual requirements, and a requirement to pay damages claims. Because the systems into
which our products are integrated have a higher cost of goods than the products we sell, these expenses and damages may be significantly higher than the sales and profits we
received from the products involved. While we specifically exclude consequential damages in our standard terms and conditions, our ability to avoid such liabilities may be
limited by applicable law. We do have product liability insurance, but we do not expect that insurance will cover all claims or be of a sufficient amount to fully protect against
such claims. Costs or payments we may make in connection with warranty or product liability claims may adversely affect the results of our operations.
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Further, we sell to customers in industries such as automotive, aerospace, and medical, where failure of their systems could cause damage to property or persons. We
may be subject to product liability claims if our products cause the system failures. Based on our historical experience, we believe that the risk of exposure to product liability
claims is currently low. However, we will face increased exposure to product liability claims if there are substantial increases in either the volume of our sales into these
applications or the frequency of system failures caused by our devices.

Failure to adequately protect our intellectual property could result in lost revenue or market opportunities.

Our ability to obtain patents, licenses and other intellectual property rights covering our products and manufacturing processes is important for our success. To that
end, we have acquired certain patents and patent licenses and intend to continue to seek patents on our inventions and manufacturing processes. The process of seeking patent
protection can be long and expensive, and patents may not be issued from currently pending or future applications. In addition, our existing patents and any new patents that
are issued may not be of sufficient scope or strength to provide meaningful protection or any commercial advantage to us. We may be subject to or may ourselves initiate
interference proceedings in the U.S. Patent and Trademark Office, which can require significant financial and management resources. In addition, the laws of certain foreign
countries do not protect our intellectual property rights to the same extent as the laws of the United States. Infringement of our intellectual property rights by a third party could
result in uncompensated lost market and revenue opportunities for us.

We do not typically have long-term contracts with our customers.

We do not typically enter into long-term contracts with our customers and we cannot be certain about future order levels from our customers. When we do enter into
customer contracts, the contract is generally cancelable at the convenience of the customer. Even though we have over 58,000 end customers and our ten largest customers
make up approximately 9% of our total revenue, cancellation of long-term and short-term customer contracts could have an adverse financial impact on our revenue and profits.

Further, as the practice has become more commonplace in the industry, we have entered into contracts with certain customers that differ from our standard terms of
sale. Under these contracts we commit to supply quantities of products on scheduled delivery dates. If we become unable to supply the customer as required under the
contract, the customer may incur additional production costs, lost revenues due to subsequent delays in their own manufacturing schedule, or quality related issues. Under
these contracts, we may be liable for the costs the customer has incurred. While we try to limit such liabilities, if they should arise, there may be a material adverse impact on
our results of operation and financial condition.

Business interruptions could harm our business.

Operations at any of our manufacturing facilities, or at any of our wafer fabrication or test and assembly subcontractors, may be disrupted for reasons beyond our
control, including work stoppages, power loss, incidents of terrorism or security risk, political instability, public health issues, telecommunications, transportation or other
infrastructure failure, fire, earthquake, floods, or other natural disasters. If operations at any of our facilities, or our subcontractors’ facilities are interrupted, we may not be able
to shift production to other facilities on a timely basis. If this occurs, we would likely experience delays in shipments of products to our customers and alternate sources for
production may be unavailable on acceptable terms. This could result in reduced revenues and profits and the cancellation of orders or loss of customers. In addition, business
interruption insurance will likely not be enough to compensate us for any losses that may occur and any losses or damages incurred by us as a result of business interruptions
could significantly harm our business.
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We are highly dependent on foreign sales and operations, which exposes us to foreign political and economic risks.

Sales to foreign customers account for a substantial portion of our net sales. During fiscal 2007 and the first six months of fiscal 2008, approximately 74% of our net
sales were made to foreign customers. We purchase a substantial portion of our raw materials and equipment from foreign suppliers. In addition, we own product assembly
and testing facilities located near Bangkok, Thailand. We also use various foreign contractors for a portion of our assembly and testing and for a portion of our wafer
fabrication requirements. Substantially all of our finished goods inventory is maintained in Thailand.

Our reliance on foreign operations, foreign suppliers, maintenance of substantially all of our finished goods in inventory at foreign locations and significant foreign
sales exposes us to foreign political and economic risks, including, but not limited to:

political, social and economic instability

public health conditions

trade restrictions and changes in tariffs

import and export license requirements and restrictions
difficulties in staffing and managing international operations
employment regulations

disruptions in international transport or delivery

fluctuations in currency exchange rates

difficulties in collecting receivables

economic slowdown in the worldwide markets served by us, and
potentially adverse tax consequences.

If any of these risks materialize, our sales could decrease and/or our operating results could suffer.

A substantial portion of our short-term investment portfolio is invested in auction rate securities and if an auction fails for amounts we have invested, our investment will
not be liquid. If the issuer is unable to successfully close future auctions and their credit rating deteriorates, we may be required to adjust the carrying value of our
investment through an impairment charge to earnings.

At September 30, 2007, $159.5 million of our investment portfolio was invested in auction rate securities. If an auction fails for amounts we have invested, our
investment will not be liquid. At September 30, 2007, auctions for $24.9 million of our investments in auction rate securities had failed. As a result, we will not be able to
access such funds until a future auction on these investments is successful. There are $22.4 million of the failed auctions that are insured for their principal and interest in the
case of default. If the issuers are unable to successfully close future auctions and their credit rating deteriorates, we may be required to adjust the carrying value of the
investment through an impairment charge to earnings. Our investments in auction rate securities that have not failed the auction process are primarily invested in municipal
bonds that have no recent history of failed auctions.

Interruptions in information technology systems could affect our business.
We rely on the efficient and uninterrupted operation of complex information technology systems and networks to operate our business. Any significant system or
network disruption, including but not limited to computer viruses, security breaches, or energy blackouts could have a material adverse impact on our operations, sales and

operating results. We have implemented measures to manage our risks related to such disruptions, but such disruptions could negatively impact our operations and financial
results. In addition, we may incur additional costs to remedy the damages caused by these disruptions or security breaches.
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The occurrence of events for which we are self-insured, or which exceed our insurance limits may affect our profitability and liquidity.

We have insurance contracts with independent insurance companies related to many different types of risk; however, we self-insure for some risks and obligations. In
these circumstances, we have determined that it is more cost effective to self-insure certain risks than to pay the increased premium costs in place since the disruption in the
insurance market after the events of September 11, 2001. The risks and exposures that we self-insure include, but are not limited to, certain property, product defects, political
risks, and patent infringement. Should there be a loss or adverse judgment or other decision in an area for which we are self-insured, then our financial condition, result of
operations and liquidity may be adversely affected.

We are subject to stringent environmental regulations, which may force us to incur significant expenses.

We must comply with many different federal, state, local and foreign governmental regulations related to the use, storage, discharge and disposal of toxic, volatile or
otherwise hazardous chemicals used in our products and manufacturing process. Although we believe that our activities conform to presently applicable environmental
regulations, our failure to comply with present or future regulations could result in the imposition of fines, suspension of production or a cessation of operations. Any such
environmental regulations could require us to acquire costly equipment or to incur other significant expenses to comply with such regulations. Any failure by us to control the
use of or adequately restrict the discharge of hazardous substances could subject us to future liabilities. Environmental problems may occur that could subject us to future costs
or liabilities.

Over the past few years, there has been an expansion in environmental laws focusing on reducing or eliminating hazardous substances in electronic products. For
example, the EU RoHS Directive provided that beginning July 1, 2006, electronic products sold into Europe were required to meet stringent chemical restrictions, including the
absence of lead. China is adopting similar requirements. The first phase of the China legislation requires labeling and chemical content disclosure for all electronic products
sold into or within China after February 28, 2007. While at this time our semiconductor products do not directly fall under the China legislation, we have complied with it in
order to support our customers' compliance efforts. As the law is further implemented, we may need to take additional compliance activities. These laws impact our products
and may make it more expensive for us to manufacture and sell our products. It may be difficult to timely comply with these laws and we may not have sufficient quantities of
compliant materials to meet customers’ needs, thereby adversely impacting our sales and profitability.

Regulatory authorities in jurisdictions into which we ship our products could levy fines or restrict our ability to export products.

A significant portion of our sales are made outside of the United States through exporting and re-exporting of products. In addition to local jurisdictions’ export
regulations, our U.S. manufactured products or products based on U.S. technology are subject to Export Administration Regulations (EAR) when exported and re-exported to
and from all international jurisdictions. Licenses or proper license exceptions may be required for the shipment of our products to certain countries. Non-compliance with the
EAR or other export regulations can result in penalties including denial of export privileges, fines, criminal penalties, and seizure of products. Such penalties could have a
material adverse effect on our business including our ability to meet our net sales and earnings targets.

The future trading price of our common stock could be subject to wide fluctuations in response to a variety of factors.

The market price of our common stock has fluctuated significantly in the past and is likely to fluctuate in the future. The future trading price of our common stock
could be subject to wide fluctuations in response to a variety of factors, many of which are beyond our control, including, but not limited to:

quarterly variations in our operating results and the operating results of other technology companies
actual or anticipated announcements of technical innovations or new products by us or our competitors
changes in analysts’ estimates of our financial performance or buy/sell recommendations

changes in our financial guidance or our failure to meet such guidance

general conditions in the semiconductor industry, and

worldwide economic and financial conditions.
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In addition, the stock market has experienced significant price and volume fluctuations that have particularly affected the market prices for many high technology
companies and that often have been unrelated to the operating performance of such companies. These broad market fluctuations and other factors may harm the market price of
our common stock.

The outcome of currently ongoing and future examinations of our income tax returns by the IRS could have an adverse effect on our results of operations.

We are subject to continued examination of our income tax returns by the Internal Revenue Service and other tax authorities. We regularly assess the likelihood of
adverse outcomes resulting from these examinations to determine the adequacy of our provision for income taxes. There can be no assurance that the outcomes from these
continuing examinations will not have an adverse effect on our future operating results.

In the event we make acquisitions, we may not be able to successfully integrate such acquisitions or attain the anticipated benefits.

While acquisitions do not represent a major part of our growth strategy, from time to time we may consider financially attractive and strategic acquisitions if such
opportunities arise. Any transactions that we complete may involve a number of risks, including: the diversion of our management’s attention from our existing business to
integrate the operations and personnel of the acquired business, or possible adverse effects on our operating results during the integration process. In addition, we may not be
able to successfully or profitably integrate, operate, maintain and manage any newly acquired operations or employees. We may not be able to maintain uniform standards,
controls, procedures and policies, and this may lead to operational inefficiencies.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

The following table sets forth our purchases of our common stock in the second quarter of fiscal 2008 and the footnote below the table designates the repurchase
programs that the shares were purchased under:

Issuer Purchases of Equity Securities

(c) Total (d) Maximum
Number of Number of
Shares Shares that May
(a) Total Purchased as Yet Be
Number of (b) Average Part of Publicly Purchased
Shares Price Paid per Announced Under the
Period Purchased Share Programs Programs
July 1, 2007 — July 31, 2007 550,000 $ 37.07 550,000 10,945,166
August 1, 2007 — August 31, 2007 3,451,731 § 37.60 3,451,731 7,493,435
September 1, 2007 — September 30, 2007 - --- -—- 7,493,435
Total 4,001,731  $ 37.53 4,001,731

(1) On October 26, 2006, our Board of Directors authorized the repurchase of up to 10 million shares of our common stock in the open market or privately
negotiated transactions. As of September 30, 2007, 7,493,435 shares of this authorization remained available to be purchased under this program. There is no
expiration date associated with this authorization.
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Item 4. Submission of Matters to a Vote of Security Holders
(a)  We held our Annual Meeting of Stockholders on August 17, 2007.
(b)  Steve Sanghi, Albert J. Hugo-Martinez, L.B. Day, Matthew W. Chapman and Wade F. Meyercord were elected as directors at the Annual Meeting.
(c)  The results of the vote on the matters voted upon at the Annual Meeting were as follows:

(1) Election of Directors:

Director For Withheld/Abstain
Steve Sanghi 203,403,866 2,324,562
Albert J. Hugo-Martinez 203,845,702 1,882,726
L.B. Day 193,510,979 12,217,449
Matthew W. Chapman 205,083,018 645,410
Wade F. Meyercord 205,068,605 659,823

(2)  Approval of the proposal to amend the Company s 2004 Equity Incentive Plan:

For Against Withheld/Abstain Broker Non-Votes
183,449,159 8,354,689 349,181 13,575,399

(3)  Approval of the ratification of the appointment of Ernst & Young LLP as the independent registered public accounting firm of Microchip for the
fiscal year ending March 31, 2008:

For Against Withheld/Abstain Broker Non-Votes
204,815,696 831,966 80,766 -0-

The foregoing matters are described in more detail in our definitive proxy statement dated June 30, 2006.

Item 6. Exhibits

10.1 Change of Control Severance Agreement

10.2 Change of Control Severance Agreement

10.3 Restricted Stock Agreement (Domestic)

104 Restricted Stock Agreement (Foreign)

31.1 Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
31.2 Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
32

32 Certification of Chief Executive Officer and Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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https://content.equisolve.net/microchip/sec/0000827054-07-000175/for_pdf/ex10_2.htm
https://content.equisolve.net/microchip/sec/0000827054-07-000175/for_pdf/ex10_3.htm
https://content.equisolve.net/microchip/sec/0000827054-07-000175/for_pdf/ex10_4.htm
https://content.equisolve.net/microchip/sec/0000827054-07-000175/for_pdf/ex31_1.htm
https://content.equisolve.net/microchip/sec/0000827054-07-000175/for_pdf/ex31_2.htm
https://content.equisolve.net/microchip/sec/0000827054-07-000175/for_pdf/ex32.htm

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.

MICROCHIP TECHNOLOGY INCORPORATED

Date: November 7, 2007 By: /s/ Gordon W. Parnell
Gordon W. Parnell
Vice President and Chief Financial Officer
(Duly Authorized Officer, and
Principal Financial and Accounting Officer)
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EXHIBIT 10.1

MICROCHIP TECHNOLOGY INCORPORATED

CHANGE OF CONTROL SEVERANCE AGREEMENT

This Change of Control Severance Agreement (the “Agreement”) is made and entered into by and between (the “Employee”) and Microchip
Technology Incorporated (the “Company”), effective as of (the “Effective Date”).
RECITALS
1. It is expected that the Company from time to time will consider the possibility of an acquisition by another company or other change of control. The Board of

Directors of the Company (the “Board”) recognizes that such consideration can be a distraction to the Employee and can cause the Employee to consider alternative
employment opportunities. The Board has determined that it is in the best interests of the Company and its stockholders to assure that the Company will have the continued
dedication and objectivity of the Employee, notwithstanding the possibility, threat or occurrence of a Change of Control (as defined herein) of the Company.

2. The Board believes that it is in the best interests of the Company and its stockholders to provide the Employee with an incentive to continue his or her
employment and to motivate the Employee to maximize the value of the Company upon a Change of Control for the benefit of its stockholders.

3. The Board believes that it is imperative to provide the Employee with certain benefits upon a Change of Control and certain benefits upon the Employee’s
termination of employment following a Change of Control. These benefits will provide the Employee with enhanced financial security and incentive and encouragement to
remain with the Company notwithstanding the possibility of a Change of Control.

4. Certain capitalized terms used in the Agreement are defined in Section 5 below.

AGREEMENT

NOW, THEREFORE, in consideration of the mutual covenants contained herein, the parties hereto agree as follows:

1. Term of Agreement. This Agreement shall terminate upon the date that all of the obligations of the parties hereto with respect to this Agreement have been
satisfied.

2. At-Will Employment. The Company and the Employee acknowledge that the Employee’s employment is and shall continue to be at-will, as defined under
applicable law, except as may otherwise be specifically provided under the terms of any written formal employment agreement or offer letter between the Company and the
Employee (an “Employment Agreement”). If the Employee’s employment terminates prior to the Change of Control Period, the Employee shall not be entitled to any
payments, benefits, damages, awards or compensation other than as provided by this Agreement, or under his or her Employment Agreement if any exists in writing, or as may
otherwise be available in accordance with the Company’s established employee plans.




3. Benefits.
(a) Benefits Upon a Change of Control. Immediately prior to consummation of a Change of Control the Employee shall receive the following benefit:

(1) Equity Compensation Acceleration. One hundred percent (100%) of the Employee’s outstanding stock options, stock appreciation rights,
restricted stock units and other Company equity compensation awards (the “Equity Compensation Awards”) shall immediately vest and become exercisable. Any Company
stock options and stock appreciation rights shall remain exercisable following the Employee’s employment termination for the period prescribed in the respective option and
stock appreciation right agreements.

(b) Termination Other than for Cause During the Change of Control Period. If within the three-month period preceding or any time following a Change
of Control (the “Change of Control Period”), the Employee ceases to be employed with the Company (or any parent or subsidiary of the Company) for any reason other than
“Cause” (as defined herein), and the Employee signs, and does not revoke, a standard release of claims with the Company in a form acceptable to the Company (the “Release”),
then the Employee shall receive the following severance from the Company:

@) Severance Payment. The Employee shall be entitled to receive a lump-sum severance payment (less applicable withholding taxes)
equal to [one hundred/two hundred percent (100/200%)] of the Employee’s annual base salary (as in effect immediately prior to (A) the Change of Control, or (B) the
Employee’s termination of employment, whichever is greater) plus [one hundred/two hundred percent (100/200%)] of the Employee’s target bonuses for which Employee was
or would have been eligible (for the fiscal year in which the Change of Control or the Employee’s termination occurs, whichever is greater.) 100%/200% (one hundred/two
hundred percent)

(ii) Continued Employee Benefits. Reimbursement of Employee’s health, dental, vision, and life insurance coverage at the same level
of coverage premiums as was provided to such Employee immediately prior to termination and at the same ratio of Company premium payment to Employee premium subsidy
as was in effect immediately prior to termination (the “Company-Paid Coverage™”). If such coverage included the Employee’s eligible dependents immediately prior to
termination, such dependents shall also be covered at Company expense. Company-Paid Coverage shall continue until the earlier of (A) [12 (twelve)/ 24 (twenty-four)] months
from the date of termination, or (B) the date upon which the Employee and his dependents become covered under another employer’s group health, dental, vision, long-term
disability or life insurance plans that provide Employee and his dependents with comparable benefits and levels of coverage; provided, however that if such reimbursement
results in the imposition of additional taxes to Employee under Section 409A of the Internal Revenue Code of 1986, as amended (the “Code”), Employee shall be paid an
additional full gross-up for such additional taxes, so that Employee is in the same position, on an after-tax basis, as if such taxes did not apply. For purposes of Title X of to the
Consolidated Budget Reconciliation Act of 1985 (“COBRA”), the date of the “qualifying event” for Employee and his or her dependents shall be the date upon which the
Company-Paid Coverage terminates. Coverage in this Section is dependent on the valid and timely election of continued COBRA coverage under applicable law.

(c) Timing_of Severance Payments. Except as otherwise provided herein, the severance payment to which Employee is entitled shall be paid by the
Company to Employee in cash and in full, not later than ten (10) calendar days after the effective date of the Release. If the Employee should die before all amounts have been
paid, such unpaid amounts shall be paid in a lump-sum payment (less any withholding taxes) to the Employee’s designated beneficiary, if living, or otherwise to the personal
representative of the Employee’s estate.




(d) Termination for Cause; Termination Prior to Change of Control Period. In the event the Employee’s employment is terminated for Cause, or for any
reason prior to the Change of Control Period, then the Employee shall not be entitled to receive severance and any other benefits except as may then be established under the
Company’s existing written severance and benefits plans and practices or pursuant to other written agreements with the Company.

(e) Internal Revenue Code Section 409A. Notwithstanding any other provision of this Agreement, if the Employee is a “key employee” under Code
Section 409A and a delay in making any payment or providing any benefit under this Agreement is required by Code Section 409A and any Treasury Regulations, and IRS
guidance thereunder, or necessary in the good faith judgment of the Company, to avoid the Employee incurring additional tax under Section 409A, such payments shall not be
made until the end of six (6) months following the date of the Employee’s separation from service in accordance with Code Section 409A.

4, Golden Parachute Excise Tax.

(a) Parachute Payment Full Gross-Up. In the event that the benefits provided for in this agreement or otherwise payable to Employee, including vesting
acceleration upon a change of control pursuant to Company equity plans or any Employment Agreement which may exist (i) constitute “parachute payments” within the
meaning of Section 280G of the Code, (ii) are subject to the excise tax imposed by Section 4999 of the Code, then (A) the benefits shall be delivered in full, and (B) the
Employee shall receive a payment from the Company sufficient to pay such excise tax plus an additional payment from the company sufficient to pay the excise tax and federal
and state income taxes arising from the payments made by the Company to Employee pursuant to this sentence.

(b) 280G Determinations. Unless the Company and the Employee otherwise agree in writing, the determination of Employee’s excise tax liability and
the amount required to be paid under this Section 4 shall be made in writing by a national “Big Four” accounting firm selected by the Company (the “Accountants”). For
purposes of making the calculations required by this Section 4, the Accountants may make reasonable assumptions and approximations concerning applicable taxes and may
rely on reasonable, good faith interpretations concerning the application of Sections 280G and 4999 of the Code. The Company and the Employee shall furnish to the
Accountants such information and documents as the Accountants may reasonably request in order to make a determination under this Section. The Company shall bear all costs
the Accountants may reasonably incur in connection with any calculations contemplated by this Section 4.

5. Definition of Terms. The following terms referred to in this Agreement shall have the following meanings:

(a) Cause. “Cause” shall mean (i) a willful act of personal dishonesty taken by the Employee in connection with his responsibilities as an employee and
intended to result in substantial personal enrichment of the Employee, (ii) Employee being convicted of, or pleading nolo contendere to, a felony that is materially and
demonstrably injurious to the Company, and (iii) following delivery to the Employee of a written demand for performance from the Company which describes the basis for the
Company’s reasonable belief that the Employee has not substantially performed his duties, continued violations by the Employee of the Employee’s obligations to the Company
which are demonstrably willful and deliberate on the Employee’s part.




For the purposes of this Section 5(a), no act or failure to act shall be considered “willful” unless done or omitted to be done in bad faith and without reasonable belief
that the act or omission was in or not opposed to the best interests of the Company. Any act or failure to act based upon authority given pursuant to a resolution duly adopted
by the Board of Directors of the Company or based upon the advice of counsel for the Company shall be conclusively presumed to be done or omitted to be done in good faith
and in the best interests of the Company. Notwithstanding anything herein to the contrary, the Employee shall not be deemed to have been terminated for Cause unless and
until there shall have been delivered to the Employee a copy of a resolution duly adopted by the affirmative vote of not less than three-quarters of the entire membership of the
Board of Directors of the Company at a meeting of the Board called and held for the purpose (after reasonable notice to the Employee and an opportunity for the Employee
with Employee’s counsel to be heard before the Board) finding that in the good faith opinion of the Board the Employee was properly terminated for Cause.

(b) Change of Control. “Change of Control” means the occurrence of any of the following:

@) Any “person” (as such term is used in Sections 13(d) and 14(d) of the Securities Exchange Act of 1934, as amended) becomes the
“beneficial owner” (as defined in Rule 13d-3 under said Act), directly or indirectly, of securities of the Company representing fifty percent (50%) or more of the total voting
power represented by the Company’s then outstanding voting securities; or

(ii) A change in the composition of the Board of Directors of the Company as a result of which fewer than a majority of the directors
are “Incumbent Directors.” “Incumbent Directors” shall mean directors who either (A) are directors of the Company as of the date hereof, or (B) are elected, or nominated for
election, to the Board of Directors with the affirmative votes (either by a specific vote or by approval of the proxy statement of the Company in which such person is named as
a nominee for election as a director without objection to such nomination) of at least three-quarters of the Incumbent Directors at the time of such election or nomination (but
shall not include an individual whose election or nomination is in connection with an actual or threatened proxy contest relating to the election of directors of the Company); or

(iii) The consummation of a merger or consolidation of the Company with any other corporation, other than a merger or consolidation
which would result in the voting securities of the Company outstanding immediately prior thereto continuing to represent (either by remaining outstanding or by being
converted into voting securities of the surviving entity) at least fifty percent (50%) of the total voting power represented by the voting securities of the Company or such
surviving entity outstanding immediately after such merger or consolidation; or

@iv) The consummation of the sale, lease or other disposition by the Company of all or substantially all the Company’s assets.
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6. Successors.

(a) The Company’s Successors. Any successor to the Company (whether direct or indirect and whether by purchase, merger, consolidation, liquidation
or otherwise) to all or substantially all of the Company’s business and/or assets shall assume the obligations under this Agreement and agree expressly to perform the
obligations under this Agreement in the same manner and to the same extent as the Company would be required to perform such obligations in the absence of a succession. For
all purposes under this Agreement, the term “Company” shall include any successor to the Company’s business and/or assets which executes and delivers the assumption
agreement described in this Section 6(a) or which becomes bound by the terms of this Agreement by operation of law.

(b) The Employee’s Successors. The terms of this Agreement and all rights of the Employee hereunder shall inure to the benefit of, and be enforceable
by, the Employee’s personal or legal representatives, executors, administrators, successors, heirs, distributees, devisees and legatees.

7. Notice.

(a) General. All notices and other communications required or permitted hereunder shall be in writing, shall be effective when given, and shall in any
event be deemed to be given upon receipt or, if earlier, (i) five (5) days after deposit with the U.S. Postal Service or other applicable postal service, if delivered by first class
mail, postage prepaid, (ii) upon delivery, if delivered by hand, (iii) one (1) business day after the business day of deposit with Federal Express or similar overnight courier,
freight prepaid or (iv) one (1) business day after the business day of facsimile transmission, if delivered by facsimile transmission with copy by first class mail, postage prepaid,
and shall be addressed (A) if to Employee, at his or her last known residential address and (B) if to the Company, at the address of its principal corporate offices
(attention: Secretary), or in any such case at such other address as a party may designate by ten (10) days’ advance written notice to the other party pursuant to the provisions
above.

(b) Notice of Termination. Any termination by the Company for Cause or as a result of a voluntary resignation shall be communicated by a notice of
termination to the other party hereto given in accordance with Section 7(a) of this Agreement. Such notice shall indicate the specific termination provision in this Agreement
relied upon, shall set forth in reasonable detail the facts and circumstances claimed to provide a basis for termination under the provision so indicated, and shall specify the
termination date (which shall be not more than thirty (30) days after the giving of such notice).

8. Miscellaneous Provisions.

(a) No Duty to Mitigate. The Employee shall not be required to mitigate the amount of any payment contemplated by this Agreement, nor shall any
such payment be reduced by any earnings that the Employee may receive from any other source, except as set forth in Section 3(b)(ii)(B).

(b) Waiver. No provision of this Agreement shall be modified, waived or discharged unless the modification, waiver or discharge is agreed to in writing
and signed by the Employee and by an authorized officer of the Company (other than the Employee). Employee and the Company agree to work in good faith to consider

amendments to this
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Agreement which are necessary or appropriate to avoid imposition of any additional tax or income recognition under Section 409A prior to the actual payment of amounts to
the Employee. The parties agree to cooperate with each other and to take reasonably necessary steps in this regard. No waiver by either party of any breach of, or of compliance
with, any condition or provision of this Agreement by the other party shall be considered a waiver of any other condition or provision or of the same condition or provision at
another time.

(c) Headings. All captions and section headings used in this Agreement are for convenient reference only and do not form a part of this Agreement.

(d) Entire Agreement. This Agreement, along with other written agreements relating to the subject matter hereof between Employee and a duly
authorized Company officer constitute the entire agreement of the parties hereto and supersede in their entirety all prior representations, understandings, undertakings or
agreements (whether oral or written and whether expressed or implied) of the parties with respect to the subject matter hereof.

(e) Choice of Law; Arbitration. The validity, interpretation, construction and performance of this Agreement shall be governed by the laws of the State
of Arizona. Any dispute or controversy arising under or in connection with this Agreement shall be settled exclusively by arbitration in Phoenix, Arizona, by three arbitrators in
accordance with the then current rules of the American Arbitration Association. The prevailing party in any arbitration shall be entitled to injunctive relief to enforce the
arbitration award. The parties agree to waive their right to have any dispute regarding this Agreement resolved in a court of law by judge or jury. The Judgment may be entered
on the arbitrator’s award in any court having jurisdiction. This Section shall not prevent either party from seeking injunctive relief (or any other provisional remedy) relating to
employee’s obligations under this Agreement. The Company shall bear the costs and expenses arising out of or in connection with any arbitration pursuant to this Section 8(e),
including Employee’s costs and reasonable attorney’s fees.

® Severability. The invalidity or unenforceability of any provision or provisions of this Agreement shall not affect the validity or enforceability of any
other provision hereof, which shall remain in full force and effect.

(2) Withholding. All payments made pursuant to this Agreement will be subject to withholding of applicable income and employment taxes.

(h) Counterparts. This Agreement may be executed in counterparts, each of which shall be deemed an original, but all of which together will constitute
one and the same instrument.




IN WITNESS WHEREOF, each of the parties has executed this Agreement, in the case of the Company by its duly authorized officer, as of the day and year set forth

below.

COMPANY MICROCHIP TECHNOLOGY INC.
By:
Title:

EMPLOYEE
By:

Title:







EXHIBIT 10.2

MICROCHIP TECHNOLOGY INCORPORATED

CHANGE OF CONTROL SEVERANCE AGREEMENT

This Change of Control Severance Agreement (the “Agreement”) is made and entered into by and between (the “Employee”) and Microchip
Technology Incorporated (the “Company”), effective as of (the “Effective Date”).
RECITALS
1. It is expected that the Company from time to time will consider the possibility of an acquisition by another company or other change of control. The Board of

Directors of the Company (the “Board”) recognizes that such consideration can be a distraction to the Employee and can cause the Employee to consider alternative
employment opportunities. The Board has determined that it is in the best interests of the Company and its stockholders to assure that the Company will have the continued
dedication and objectivity of the Employee, notwithstanding the possibility, threat or occurrence of a Change of Control (as defined herein) of the Company.

2. The Board believes that it is in the best interests of the Company and its stockholders to provide the Employee with an incentive to continue his or her
employment and to motivate the Employee to maximize the value of the Company upon a Change of Control for the benefit of its stockholders.

3. The Board believes that it is imperative to provide the Employee with certain severance benefits upon the Employee’s termination of employment following a
Change of Control. These benefits will provide the Employee with enhanced financial security and incentive and encouragement to remain with the Company notwithstanding
the possibility of a Change of Control.
4. Certain capitalized terms used in the Agreement are defined in Section 5 below.
AGREEMENT

NOW, THEREFORE, in consideration of the mutual covenants contained herein, the parties hereto agree as follows:

l. Term of Agreement. This Agreement shall terminate upon the date that all of the obligations of the parties hereto with respect to this Agreement have been
satisfied.

2. At-Will Employment. The Company and the Employee acknowledge that the Employee’s employment is and shall continue to be at-will, as defined under
applicable law, except as may otherwise be specifically provided under the terms of any written formal employment agreement or offer letter between the Company and the
Employee (an “Employment Agreement”). If the Employee’s employment terminates prior to the Change of Control Period, the Employee shall not be entitled to any
payments, benefits, damages, awards or compensation other than as provided by this Agreement, or under his or her Employment Agreement if any exists in writing, or as may
otherwise be available in accordance with the Company’s established employee plans.




3. Severance Benefits.

(a) Benefits Following Termination During Change of Control Period. Upon termination of employment for any reason other than for “Cause” (as
defined herein) during the Change of Control Period the Employee shall receive the following benefit:

(1) Equity Compensation Acceleration. One hundred percent (100%) of the Employee’s outstanding stock options, stock appreciation
rights, restricted stock units and other Company equity compensation awards (the “Equity Compensation Awards”) shall immediately vest and become exercisable. Any
Company stock options and stock appreciation rights shall remain exercisable following the Employee’s employment termination for the period prescribed in the respective
option and stock appreciation right agreements.

(b) Involuntary Termination Other than for Cause, Voluntary Termination for Good Reason During the Change of Control Period. If within the three-
month period preceding or any time following a Change of Control (the “Change of Control Period”), (i) the Employee terminates his or her employment with the Company (or
any parent or subsidiary of the Company) for “Good Reason” (as defined herein) or (ii) the Company (or any parent or subsidiary of the Company) terminates the Employee’s
employment for other than “Cause” (as defined herein), and the Employee signs, and does not revoke, a standard release of claims with the Company in a form acceptable to
the Company (the “Release”), then the Employee shall receive the following severance from the Company:

1) Severance Payment. The Employee shall be entitled to receive a lump-sum severance payment (less applicable withholding taxes) equal to
one hundred percent of the Employee’s annual base salary (as in effect immediately prior to (A) the Change of Control, or (B) the Employee’s termination of employment,
whichever is greater) plus one hundred percent (100%) of the Employee’s target bonuses for which the Employee was or would have been eligible (for the fiscal year in which
the Change of Control or the Employee’s termination occurs, whichever is greater.)

(ii) Continued Employee Benefits. Reimbursement of Employee’s health, dental, vision, and life insurance coverage at the same level of
coverage as was provided to such Employee immediately prior to termination and at the same ratio of Company premium subsidy to Employee premium payment as was in
effect immediately prior to termination (the “Company-Paid Coverage”). If such coverage included the Employee’s eligible dependents immediately prior to termination, such
dependents shall also be covered at Company expense. Company-Paid Coverage shall continue until the earlier of (A) twelve (12) months from the date of termination, or (B)
the date upon which the Employee and his dependents become covered under another employer’s group health, dental, vision, long-term disability or life insurance plans that
provide Employee and his dependents with comparable benefits and levels of coverage; provided, however that if such reimbursement results in the imposition of additional
taxes to the Employee under Section 409A of the Internal Revenue Code of 1986, as amended (the “Code”), Employee shall be paid an additional full gross-up for such
additional taxes, so that he is in the same position, on an after-tax basis, as if such taxes did not apply. For purposes of Title X of the Consolidated Budget Reconciliation Act of
1985 (“COBRA”), the date of the “qualifying event” for Employee and his or her dependents shall be the date upon which the Company-Paid Coverage terminates. Coverage
in this section is dependent on the valid and timely election of continued COBRA coverage under applicable law.
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(c) Timing of Severance Payments. Except as otherwise provided herein, the severance payment to which Employee is entitled shall be paid by
the Company to Employee in cash and in full, not later than ten (10) calendar days after the effective date of the Release. If the Employee should die before all amounts have
been paid, such unpaid amounts shall be paid in a lump-sum payment (less any withholding taxes) to the Employee’s designated beneficiary, if living, or otherwise to the
personal representative of the Employee’s estate.

(d) Voluntary Resignation. If the Employee’s employment with the Company terminates during the Change of Control Period voluntarily by the
Employee other than for Good Reason, then the Employee shall not be entitled to receive severance or other benefits except for those described in 3(a)(i) and as may then be
established under the Company’s then existing severance and benefits plans and practices or pursuant to other written agreements with the Company.

(e) Termination for Cause; Termination Prior to Change of Control Period. In the event the Employee’s employment is terminated for Cause, or for any
reason prior to the Change of Control Period, then the Employee shall not be entitled to receive severance and any other benefits except as may then be established under the
Company’s existing written severance and benefits plans and practices or pursuant to other written agreements with the Company.

® Internal Revenue Code Section 409A. Notwithstanding any other provision of this Agreement, if the Employee is a “key employee” under Code
Section 409A and a delay in making any payment or providing any benefit under this Agreement is required by Code Section 409A and any Treasury Regulations, and IRS
guidance thereunder, or necessary in the good faith judgment of the Company, to avoid the Employee incurring additional tax under Section 409A, such payments shall not be
made until the end of six (6) months following the date of the Employee’s separation from service in accordance with Code Section 409A.

4. Golden Parachute Excise Tax.

(a) Parachute Payment Full Gross-Up. In the event that the benefits provided for in this agreement or otherwise payable to Employee, including vesting
acceleration upon a change of control pursuant to Company equity plans or any Employment Agreement which may exist (i) constitute “parachute payments” within the
meaning of Section 280G of the Code, (ii) are subject to the excise tax imposed by Section 4999 of the Code, then (A) the benefits shall be delivered in full, and (B) the
Employee shall receive a payment from the Company sufficient to pay such excise tax plus an additional payment from the Company sufficient to pay the excise tax and federal
and state income and employment taxes arising from the payments made by the Company to Employee pursuant to this sentence.

(b) 280G Determinations. Unless the Company and the Employee otherwise agree in writing, the determination of Employee’s excise tax liability and
the amount required to be paid under this Section 4 shall be made in writing by a national “Big Four” accounting firm selected by the Company (the “Accountants”). For
purposes of making the calculations required by this Section 4, the Accountants may make reasonable assumptions and approximations concerning applicable taxes and may
rely on reasonable, good faith interpretations concerning the application of Sections 280G and 4999 of the Code. The Company and the Employee shall furnish to the
Accountants such information and documents as the Accountants may reasonably request in order to make a determination under this Section. The Company shall bear all costs
the Accountants may reasonably incur in connection with any calculations contemplated by this Section 4.
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5. Definition of Terms. The following terms referred to in this Agreement shall have the following meanings:

(a) Cause. “Cause” shall mean (i) a willful act of personal dishonesty taken by the Employee in connection with his responsibilities as an employee and
intended to result in substantial personal enrichment of the Employee, (ii) Employee being convicted of, or pleading nolo contendere to, a felony that is materially and
demonstrably injurious to the Company, and (iii) following delivery to the Employee of a written demand for performance from the Company which describes the basis for the
Company’s reasonable belief that the Employee has not substantially performed his duties, continued violations by the Employee of the Employee’s obligations to the Company
which are demonstrably willful and deliberate on the Employee’s part.

For the purposes of this Section 5(a), no act or failure to act shall be considered “willful” unless done or omitted to be done in bad faith and without reasonable belief
that the act or omission was in or not opposed to the best interests of the Company. Any act or failure to act based upon authority given pursuant to a resolution duly adopted
by the Board of Directors of the Company or based upon the advice of counsel for the Company shall be conclusively presumed to be done or omitted to be done in good faith
and in the best interests of the Company. Notwithstanding anything herein to the contrary, the Employee shall not be deemed to have been terminated for Cause unless and
until there shall have been delivered to the Employee a copy of a resolution duly adopted by the affirmative vote of not less than three-quarters of the entire membership of the
Board of Directors of the Company at a meeting of the Board called and held for the purpose (after reasonable notice to the Employee and an opportunity for the Employee
with Employee’s counsel to be heard before the Board) finding that in the good faith opinion of the Board the Employee was properly terminated for Cause.

(b) Change of Control. “Change of Control” means the occurrence of any of the following:

@) Any “person” (as such term is used in Sections 13(d) and 14(d) of the Securities Exchange Act of 1934, as amended) becomes the
“beneficial owner” (as defined in Rule 13d-3 under said Act), directly or indirectly, of securities of the Company representing fifty percent (50%) or more of the total voting
power represented by the Company’s then outstanding voting securities; or

(ii) A change in the composition of the Board of Directors of the Company as a result of which fewer than a majority of the directors are
“Incumbent Directors.” “Incumbent Directors” shall mean directors who either (A) are directors of the Company as of the date hereof, or (B) are elected, or nominated for
election, to the Board of Directors with the affirmative votes (either by a specific vote or by approval of the proxy statement of the Company in which such person is named as
a nominee for election as a director without objection to such nomination) of at least three-quarters of the Incumbent Directors at the time of such election or nomination (but
shall not include an individual whose election or nomination is in connection with an actual or threatened proxy contest relating to the election of directors of the Company); or
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(iii) The consummation of a merger or consolidation of the Company with any other corporation, other than a merger or consolidation which
would result in the voting securities of the Company outstanding immediately prior thereto continuing to represent (either by remaining outstanding or by being converted into
voting securities of the surviving entity) at least fifty percent (50%) of the total voting power represented by the voting securities of the Company or such surviving entity
outstanding immediately after such merger or consolidation; or

>iv) The consummation of the sale, lease or other disposition by the Company of all or substantially all the Company’s assets.

(c) Good Reason. “Good Reason” means without the Employee’s express written consent (i) a material reduction of the Employee’s duties, title,
authority or responsibilities, relative to the Employee’s duties, title, authority or responsibilities as in effect immediately prior to such reduction, or the assignment to Employee
of such reduced duties, title, authority or responsibilities, including a reduction in duties, title, authority or responsibilities solely by virtue of the Company being acquired and
made part of a larger entity; (ii) a substantial reduction of the facilities and perquisites (including office space and location) available to the Employee immediately prior to such
reduction; (iii) a reduction by the Company in the base salary or target bonus opportunity of the Employee as in effect immediately prior to such reduction; (iv) a material
reduction by the Company in the kind or level of benefits to which the Employee was entitled immediately prior to such reduction with the result that such Employee’s overall
benefits package is significantly reduced; (v) the relocation of the Employee to a facility or a location more than thirty (30) miles from the one at which Employee is then
presently employed.

6. Successors.

(a) The Company’s Successors. Any successor to the Company (whether direct or indirect and whether by purchase, merger, consolidation, liquidation
or otherwise) to all or substantially all of the Company’s business and/or assets shall assume the obligations under this Agreement and agree expressly to perform the
obligations under this Agreement in the same manner and to the same extent as the Company would be required to perform such obligations in the absence of a succession. For
all purposes under this Agreement, the term “Company” shall include any successor to the Company’s business and/or assets which executes and delivers the assumption
agreement described in this Section 6(a) or which becomes bound by the terms of this Agreement by operation of law.

(b) The Employee’s Successors. The terms of this Agreement and all rights of the Employee hereunder shall inure to the benefit of, and be enforceable
by, the Employee’s personal or legal representatives, executors, administrators, successors, heirs, distributees, devisees and legatees.

7. Notice.

(a) General. All notices and other communications required or permitted hereunder shall be in writing, shall be effective when given, and shall in any
event be deemed to be given upon receipt or, if earlier, (i) five (5) days after deposit with the U.S. Postal Service or other applicable postal service, if delivered by first class
mail, postage prepaid, (ii) upon delivery, if delivered by hand, (iii) one (1) business day after the business day of deposit with Federal Express or similar overnight courier,
freight prepaid or (iv) one (1) business




day after the business day of facsimile transmission, if delivered by facsimile transmission with copy by first class mail, postage prepaid, and shall be addressed (A) if to
Employee, at his or her last known residential address and (B) if to the Company, at the address of its principal corporate offices (attention: Secretary), or in any such case at
such other address as a party may designate by ten (10) days’ advance written notice to the other party pursuant to the provisions above.

(b) Notice of Termination. Any termination by the Company for Cause or by the Employee for Good Reason or as a result of a voluntary resignation
shall be communicated by a notice of termination to the other party hereto given in accordance with Section 7(a) of this Agreement. Such notice shall indicate the specific
termination provision in this Agreement relied upon, shall set forth in reasonable detail the facts and circumstances claimed to provide a basis for termination under the
provision so indicated, and shall specify the termination date (which shall be not more than thirty (30) days after the giving of such notice). The failure by the Employee to
include in the notice any fact or circumstance which contributes to a showing of Good Reason shall not waive any right of the Employee hereunder or preclude the Employee
from asserting such fact or circumstance in enforcing his or her rights hereunder.

8. Miscellaneous Provisions.

(a) No Duty to Mitigate. The Employee shall not be required to mitigate the amount of any payment contemplated by this Agreement, nor shall any
such payment be reduced by any earnings that the Employee may receive from any other source, except as set forth in Section 3(b)(ii)(B).

(b) Waiver. No provision of this Agreement shall be modified, waived or discharged unless the modification, waiver or discharge is agreed to in writing
and signed by the Employee and by an authorized officer of the Company (other than the Employee). Employee and the Company agree to work in good faith to consider
amendments to this Agreement which are necessary or appropriate to avoid imposition of any additional tax or income recognition under Section 409A prior to the actual
payment of amounts to the Employee. The parties agree to cooperate with each other and to take reasonably necessary steps in this regard. No waiver by either party of any
breach of, or of compliance with, any condition or provision of this Agreement by the other party shall be considered a waiver of any other condition or provision or of the
same condition or provision at another time.

(c) Headings. All captions and section headings used in this Agreement are for convenient reference only and do not form a part of this Agreement.

(d) Entire Agreement. This Agreement, along with other written agreements relating to the subject matter hereof between Employee and a duly
authorized Company officer constitute the entire agreement of the parties hereto and supersede in their entirety all prior representations, understandings, undertakings or
agreements (whether oral or written and whether expressed or implied) of the parties with respect to the subject matter hereof.

(e) Choice of Law; Arbitration. The validity, interpretation, construction and performance of this Agreement shall be governed by the laws of the State
of Arizona. Any dispute or controversy arising under or in connection with this Agreement shall be settled exclusively by arbitration in Phoenix, Arizona, by three arbitrators in
accordance with the then current rules of the American Arbitration Association. The prevailing party in any arbitration shall be entitled to injunctive relief to enforce the

arbitration award.
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The parties agree to waive their right to have any dispute regarding this Agreement resolved in a court of law by judge or jury. The Judgment may be entered on the arbitrator’s
award in any court having jurisdiction. This Section shall not prevent either party from seeking injunctive relief (or any other provisional remedy) relating to employee’s
obligations under this Agreement. The Company shall bear the costs and expenses arising out of or in connection with any arbitration pursuant to this Section 8(¢), including
Employee’s costs and reasonable attorney’s fees.

® Severability. The invalidity or unenforceability of any provision or provisions of this Agreement shall not affect the validity or enforceability of any
other provision hereof, which shall remain in full force and effect.

(2) Withholding. All payments made pursuant to this Agreement will be subject to withholding of applicable income and employment taxes.

(h) Counterparts. This Agreement may be executed in counterparts, each of which shall be deemed an original, but all of which together will constitute
one and the same instrument.

IN WITNESS WHEREOF, each of the parties has executed this Agreement, in the case of the Company by its duly authorized officer, as of the day and year set forth

below.

COMPANY MICROCHIP TECHNOLOGY INC.
By:
Title:

EMPLOYEE
By:

Title:







EXHIBIT 10.3

MICROCHIP TECHNOLOGY INCORPORATED
2004 EQUITY INCENTIVE PLAN

RESTRICTED STOCK UNITS AGREEMENT
(Domestic)

1. Grant of Restricted Stock Units. The Company hereby grants to the Grantee named in the Notice of Grant of Restricted Stock Units (“Grant Notice”) an Award of
Restricted Stock Units (“RSU/s”), as set forth in the Grant Notice and subject to the terms and conditions in this Restricted Stock Unit Agreement (“Agreement”) and the
Company’s 2004 Equity Incentive Plan (the “Plan”). Unless otherwise defined herein, the terms defined in the Plan shall have the same defined meanings in this Agreement.

2. Company's Obligation. Each RSU represents the right to receive a Share in accordance with the Vesting Period in the Grant Notice. Unless and until the RSUs vest,
the Grantee will have no right to receive Shares underlying such RSUs. Prior to actual distribution of Shares pursuant to any vested RSUs, such RSUs will represent an
unsecured obligation of the Company, payable (if at all) only from the general assets of the Company.

3. Vesting Schedule. Subject to paragraph 4 of this Agreement, the RSUs awarded by this Agreement will vest and all restrictions lapse according to the vesting schedule
specified in the Grant Notice.

4. Forfeiture upon Termination as a Service Provider. Notwithstanding any contrary provision of this Agreement or the Grant Notice, if the Grantee terminates service as
a Service Provider for any or no reason prior to vesting, the unvested RSUs awarded by this Agreement will thereupon be forfeited at no cost to the Company.

5. Payment after Vesting. Any RSUs that vest in accordance with paragraph 3 of this Agreement will be paid to the Grantee (or in the event of the Grantee's death, to his
or her estate) in Shares, upon satisfaction, as determined by the Company, of any required tax or other withholding as set forth in Section 9 of this Agreement. The Shares will
be issued to the Grantee as soon as practicable after the vesting date, but in any event, within the period ending on the later to occur of the date that is two and a half (2 2)
months from the end of (i) the Grantee’s tax year that includes the applicable vesting date, or (ii) the Company’s tax year that includes the applicable vesting date.

6. Payments after Death. Any distribution or delivery to be made to the Grantee under this Agreement will, if the Grantee is then deceased, be made to the administrator
or executor of the Grantee’s estate. Any such administrator or executor must furnish the Company with (a) written notice of his or her status as transferee, and (b) evidence
satisfactory to the Company to establish the validity of the transfer and compliance with any laws or regulations pertaining to said transfer.




7. Grant is Not Transferable. Except to the limited extent provided in paragraph 6 of this Agreement, this grant and the rights and privileges conferred hereby will not be
transferred, assigned, pledged or hypothecated in any way (whether by operation of law or otherwise) and will not be subject to sale under execution, attachment or similar
process. Upon any attempt to transfer, assign, pledge, hypothecate or otherwise dispose of this grant, or any right or privilege conferred hereby, or upon any attempted sale
under any execution, attachment or similar process, this grant and the rights and privileges conferred hereby immediately will become null and void.

8. Rights as Stockholder. Neither the Grantee nor any person claiming under or through the Grantee will have any of the rights or privileges of a stockholder of the
Company in respect of any Shares deliverable hereunder unless and until certificates representing such Shares will have been issued, recorded on the records of the Company or
its transfer agents or registrars, and delivered to the Grantee or Grantee’s broker or had the Shares electronically transferred to Grantee’s account.

9. Tax Obligations. Grantee agrees to make appropriate arrangements with the Company (or the Parent or Subsidiary employing or retaining Grantee) in accordance
with the procedures offered by the Company for the satisfaction of all Federal, state, local and foreign income and employment tax withholding requirements applicable to the
issuance of Shares pursuant to an RSU Award. Except as otherwise determined by the Administrator, Grantee also agrees to reimburse or pay the Company (including its
Subsidiary) in full, any liability that the Company incurs towards any fringe benefit tax (“FBT”), social tax, or other tax or costs paid or payable in respect of the vesting,
delivery, cancellation, or transfer of the RSU or the underlying shares, within the time and in the manner prescribed by the Company, including with respect to any employer-
side taxes or costs imposed after the grant date of this Award. The Administrator may in its sole discretion determine whether the minimum required withholding taxes and/or
FBT with respect to such RSUs will be paid by selling a portion of vested shares or by direct payment from the Grantee to the Company, by some other method, or by some
combination thereof. Grantee agrees to execute any additional documents requested by the Company for such reimbursement of such taxes to the Company.

The Grantee grants to the Company the irrevocable authority, as agent of Grantee and on his behalf, to sell or procure the sale of sufficient Shares subject to this Award so that
the net proceeds receivable by the Company are as far as possible equal to but not less than the amount of any tax the Grantee or Company is liable for and the Company shall
account to Grantee for any balance.

Grantee acknowledges and agrees that the Company may refuse to deliver Shares if Grantee has not made appropriate arrangements with the Company to satisfy the minimum
tax withholding requirements or FBT.

10. Acknowledgments. The Grantee expressly acknowledges the following:
(a) The Company (whether or not Grantee’s employer) is granting the Award. That the grant of the Award, future grants of Awards, and benefits and rights provided
under




the Plan are at the complete discretion of the Company and do not constitute regular or periodic payments. No grant of Awards will be deemed to create any obligation to grant
any further Awards, whether or not such a reservation is explicitly stated at the time of such a grant. The benefits and rights provided under the Plan are not to be considered
part of Grantee’s salary or compensation for purposes of calculating any severance, resignation, redundancy or other end of service payments, vacation, bonuses, long-term
service awards, indemnification, pension or retirement benefits, or any other payments, benefits or rights of any kind. Grantee waives any and all rights to compensation or
damages as a result of the termination of employment with the Company or its subsidiaries for any reason whatsoever insofar as those rights result or may result from:

@) the loss or diminution in value of such rights under the Plan, or
(ii) Grantee ceasing to have any rights under, or ceasing to be entitled to any rights under the Plan as a result of such termination.
(b) The Company has the right, at any time to amend, suspend or terminate the Plan. The Plan will not be deemed to constitute, and will not be construed by Grantee to

constitute, part of the terms and conditions of employment, and that the Company will not incur any liability of any kind to Grantee as a result of any change or amendment, or
any cancellation, of the Plan at any time.

(c) The Grantee's employment with the Company and its Subsidiaries is not affected at all by any Award and it is agreed by the Grantee not to create an
entitlement. Accordingly, the terms of the Grantee's employment with the Company and its Subsidiaries will be determined from time to time by the Company or the
Subsidiary employing the Grantee (as the case may be), and the Company or the Subsidiary will have the right, which is hereby expressly reserved, to terminate or change the
terms of the employment of the Grantee at any time for any reason whatsoever, with or without good cause or notice, except as may be expressly prohibited by the laws of the
jurisdiction in which the Grantee is employed.

(d) By entering into this Agreement, and as a condition of the grant of the Award, Grantee consents to the collection, use, and transfer of personal data as described in this
subsection to the full extent permitted by and in full compliance with Applicable Law.

1) Grantee understands that the Company and its Subsidiaries hold certain personal information about the Grantee, including, but not limited to, name, home
address and telephone number, date of birth, social insurance number, salary, nationality, job title, any Shares or directorships held in the Company, details of all
Awards or other entitlement to Shares awarded, canceled, exercised, vested, unvested, or outstanding in Grantee’s favor, for the purpose of managing and
administering the Plan (“Data”).

(ii) Grantee further understands that the Company and/or its Subsidiaries will transfer Data among themselves as necessary for the purposes of
implementation, administration, and management of Grantee’s participation in the Plan, and that
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the Company and/or its Subsidiary may each further transfer Data to any third parties assisting the Company in the implementation, administration, and management
of the Plan (“Data Recipients”).

(i) Grantee understands that these Data Recipients may be located in Grantee’s country of residence or elsewhere, such as the United States. Grantee
authorizes the Data Recipients to receive, possess, use, retain, and transfer Data in electronic or other form, for the purposes of implementing, administering, and
managing Grantee’s participation in the Plan, including any transfer of such Data, as may be required for Plan administration and/or the subsequent holding of
Shares on Grantee’s behalf, to a broker or third party with whom the Shares acquired on exercise may be deposited.

@iv) Grantee understands that Grantee may, at any time, review the Data, request that any necessary amendments be made to it, or withdraw Grantee’s consent
herein in writing by contacting the Company. Grantee further understands that withdrawing consent may affect Grantee’s ability to participate in the Plan.

(e) Choice of Language.

1) For Employees of Canadian Locations: The undersigned agrees that it is his or her express wish that this form and all documents relating to his
participation in the scheme be drawn in the English language only. Le soussigné convient que sa volonté expresse est que ce formulaire ainsi que tous les documents
se rapportant a sa participation au régime soient rédigés en langue anglaise seulement.

(ii) For Employees of Locations Other than Canada: Grantee has received this Agreement and any other related communications and consents to having
received these documents solely in English.

11. Binding Agreement. Subject to the limitation on the transferability of this grant contained herein, this Agreement will be binding upon and inure to the benefit of the
heirs, legatees, legal representatives, successors and assigns of the parties hereto.

12. Additional Conditions to Issuance of Stock. If at any time the Company will determine, in its discretion, that the listing, registration or qualification of the Shares
upon any securities exchange or under any state or federal law, or the consent or approval of any governmental regulatory authority is necessary or desirable as a condition to
the issuance of Shares to the Grantee (or his or her estate), such issuance will not occur unless and until such listing, registration, qualification, consent or approval will have
been effected or obtained free of any conditions not acceptable to the Company. The Company will make all reasonable efforts to meet the requirements of any such state or
federal law or securities exchange and to obtain any such consent or approval of any such governmental authority.
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13. Administrator Authority. The Administrator has the power to interpret the Plan, the Grant Notice and this Agreement and to adopt such rules for the administration,
interpretation and application thereof as are consistent therewith and to interpret or revoke any such rules (including, but not limited to, the determination of whether or not any
RSUs have vested). All actions taken and all interpretations and determinations made by the Administrator in good faith will be final and binding upon Grantee, the Company
and all other interested persons. No member of the Administrator will be personally liable for any action, determination or interpretation made in good faith with respect to the
Plan, the Grant Notice or this Agreement.

14. Notice Requirement. Where there is a legal requirement for any notice or document to be sent to any person by any other person, it shall be considered sent if an
electronic transmission of the relevant information is sent in a form previously determined as being acceptable to the Administrator. For the avoidance of doubt, the
Administrator may dispense with the requirement to tender a certificate on the issuance of Shares under an RSU Award where the Administrator authorizes any system
permitting electronic notification.

15. Address for Notices. Any notice to be given to the Company under the terms of this Agreement will be addressed to the Company at 2355 West Chandler Boulevard,
Chandler AZ 85224, Attn: Stock Administration, or at such other address as the Company may hereafter designate in writing or electronically.

16. Entire Agreement; Governing Law. The Plan and Grant Notice are incorporated herein by reference. The Plan, Grant Notice and this Agreement constitute the entire
agreement of the parties with respect to the subject matter hereof and supersede in their entirety all prior undertakings and agreements of the Company and Grantee with respect
to the subject matter hereof, and may not be modified adversely to the Grantee’s interest except by means of a writing signed by the Company and Grantee. The Company will
administer the Plan from the United States of America. This Agreement, the Grant Notice and all Awards are governed by the internal substantive laws, but not the choice of
law principles, of the State of Arizona, United States of America.

By Grantee’s signature or electronic acceptance, Grantee agrees that this Award is granted under and governed by the terms and conditions of the Plan, the Grant Notice and
this Agreement. Grantee has reviewed the Plan, the Grant Notice and this Agreement in their entirety, has had an opportunity to obtain the advice of counsel prior to executing
this Agreement and fully understands all provisions of the Plan, the Grant Notice and this Agreement. Grantee hereby agrees to accept as binding, conclusive and final all
decisions or interpretations of the Administrator upon any questions relating to the Plan, the Grant Notice and this Agreement.

GRANTEE MICROCHIP TECHNOLOGY INCORPORATED
By

Signature Steve Sanghi, President and CEO

Print Name

Date







EXHIBIT 10.4

MICROCHIP TECHNOLOGY INCORPORATED
2004 EQUITY INCENTIVE PLAN

RESTRICTED STOCK UNITS AGREEMENT
(Foregin)

1. Grant of Restricted Stock Units. The Company hereby grants to the Grantee named in the Notice of Grant of Restricted Stock Units (“Grant Notice”) an Award of
Restricted Stock Units (“RSU/s”), as set forth in the Grant Notice and subject to the terms and conditions in this Restricted Stock Unit Agreement (“Agreement”) and the
Company’s 2004 Equity Incentive Plan (the “Plan”). Unless otherwise defined herein, the terms defined in the Plan shall have the same defined meanings in this Agreement.

2. Company's Obligation. Each RSU represents the right to receive a Share in accordance with the Vesting Period in the Grant Notice. Unless and until the RSUs vest,
the Grantee will have no right to receive Shares underlying such RSUs. Prior to actual distribution of Shares pursuant to any vested RSUs, such RSUs will represent an
unsecured obligation of the Company, payable (if at all) only from the general assets of the Company.

3. Vesting Schedule. Subject to paragraph 4 of this Agreement, the RSUs awarded by this Agreement will vest and all restrictions lapse according to the vesting schedule
specified in the Grant Notice.

4. Forfeiture upon Termination as a Service Provider. Notwithstanding any contrary provision of this Agreement or the Grant Notice, if the Grantee terminates service as
a Service Provider for any or no reason prior to vesting, the unvested RSUs awarded by this Agreement will thereupon be forfeited at no cost to the Company.

5. Payment after Vesting. Any RSUs that vest in accordance with paragraph 3 of this Agreement will be paid to the Grantee (or in the event of the Grantee's death, to his
or her estate) in Shares, upon satisfaction, as determined by the Company, of any required tax or other withholding as set forth in Section 9 of this Agreement. The Shares will
be issued to the Grantee as soon as practicable after the vesting date, but in any event, within the period ending on the later to occur of the date that is two and a half (2 %2)
months from the end of (i) the Grantee’s tax year that includes the applicable vesting date, or (ii) the Company’s tax year that includes the applicable vesting date.

6. Payments after Death. Any distribution or delivery to be made to the Grantee under this Agreement will, if the Grantee is then deceased, be made to the administrator
or executor of the Grantee’s estate. Any such administrator or executor must furnish the Company with (a) written notice of his or her status as transferee, and (b) evidence
satisfactory to the Company to establish the validity of the transfer and compliance with any laws or regulations pertaining to said transfer.




7. Grant is Not Transferable. Except to the limited extent provided in paragraph 6 of this Agreement, this grant and the rights and privileges conferred hereby will not be
transferred, assigned, pledged or hypothecated in any way (whether by operation of law or otherwise) and will not be subject to sale under execution, attachment or similar
process. Upon any attempt to transfer, assign, pledge, hypothecate or otherwise dispose of this grant, or any right or privilege conferred hereby, or upon any attempted sale
under any execution, attachment or similar process, this grant and the rights and privileges conferred hereby immediately will become null and void.

8. Rights as Stockholder. Neither the Grantee nor any person claiming under or through the Grantee will have any of the rights or privileges of a stockholder of the
Company in respect of any Shares deliverable hereunder unless and until certificates representing such Shares will have been issued, recorded on the records of the Company or
its transfer agents or registrars, and delivered to the Grantee or Grantee’s broker or had the Shares electronically transferred to Grantee’s account.

9. Tax Obligations. Grantee agrees to make appropriate arrangements with the Company (or the Parent or Subsidiary employing or retaining Grantee) in accordance with
the procedures offered by the Company for the satisfaction of all Federal, state, local and foreign income and employment tax withholding requirements applicable to the
issuance of Shares pursuant to an RSU Award. Except as otherwise determined by the Administrator, Grantee also agrees to reimburse or pay the Company (including its
Subsidiary) in full, any liability that the Company incurs towards any fringe benefit tax (“FBT”), social tax, or other tax or costs paid or payable in respect of the grant, vesting,
delivery, cancellation, or transfer of the RSU or the underlying Shares, within the time and in the manner prescribed by the Company. The Administrator may in its sole
discretion determine whether the minimum required withholding taxes and/or FBT with respect to such RSUs will be paid by selling a portion of vested shares or by direct
payment from the Grantee to the Company, by some other method, or by some combination thereof. Grantee agrees to execute any additional documents requested by the
Company for such reimbursement of such taxes to the Company.

The Grantee grants to the Company the irrevocable authority, as agent of Grantee and on his behalf, to sell or procure the sale of sufficient Shares subject to this Award so that
the net proceeds receivable by the Company are as far as possible equal to but not less than the amount of any tax the Grantee is liable for (including FBT pursuant to the
preceding paragraph) and the Company shall remit any balance to Grantee.

Grantee acknowledges and agrees that the Company may refuse to deliver Shares if Grantee has not made appropriate arrangements with the Company to satisfy the minimum
tax withholding requirements or FBT.

10. Acknowledgments. The Grantee expressly acknowledges the following:
(a) The Company (whether or not Grantee’s employer) is granting the Award. That the grant of the Award, future grants of Awards, and benefits and rights provided
under the




Plan are at the complete discretion of the Company and do not constitute regular or periodic payments. No grant of Awards will be deemed to create any obligation to grant any
further Awards, whether or not such a reservation is explicitly stated at the time of such a grant. The benefits and rights provided under the Plan are not to be considered part of
Grantee’s salary or compensation for purposes of calculating any severance, resignation, redundancy or other end of service payments, vacation, bonuses, long-term service
awards, indemnification, pension or retirement benefits, or any other payments, benefits or rights of any kind. Grantee waives any and all rights to compensation or damages as
a result of the termination of employment with the Company or its subsidiaries for any reason whatsoever insofar as those rights result or may result from:

@) the loss or diminution in value of such rights under the Plan, or
(ii) Grantee ceasing to have any rights under, or ceasing to be entitled to any rights under the Plan as a result of such termination.
(b) The Company has the right, at any time to amend, suspend or terminate the Plan. The Plan will not be deemed to constitute, and will not be construed by Grantee to

constitute, part of the terms and conditions of employment, and that the Company will not incur any liability of any kind to Grantee as a result of any change or amendment, or
any cancellation, of the Plan at any time.

(c) The Grantee's employment with the Company and its Subsidiaries is not affected at all by any Award and it is agreed by the Grantee not to create an
entitlement. Accordingly, the terms of the Grantee's employment with the Company and its Subsidiaries will be determined from time to time by the Company or the
Subsidiary employing the Grantee (as the case may be), and the Company or the Subsidiary will have the right, which is hereby expressly reserved, to terminate or change the
terms of the employment of the Grantee at any time for any reason whatsoever, with or without good cause or notice, except as may be expressly prohibited by the laws of the
jurisdiction in which the Grantee is employed.

(d) By entering into this Agreement, and as a condition of the grant of the Award, Grantee consents to the collection, use, and transfer of personal data as described in this
subsection to the full extent permitted by and in full compliance with Applicable Law.

1) Grantee understands that the Company and its Subsidiaries hold certain personal information about the Grantee, including, but not limited to, name, home
address and telephone number, date of birth, social insurance number, salary, nationality, job title, any Shares or directorships held in the Company, details of all
Awards or other entitlement to Shares awarded, canceled, exercised, vested, unvested, or outstanding in Grantee’s favor, for the purpose of managing and
administering the Plan (“Data”).

(ii) Grantee further understands that the Company and/or its Subsidiaries will transfer Data among themselves as necessary for the purposes of
implementation, administration, and management of Grantee’s participation in the Plan, and that the Company and/or its Subsidiary may each further transfer Data
to any third parties assisting the Company in the implementation, administration, and management of the Plan (“Data Recipients™).
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(i) Grantee understands that these Data Recipients may be located in Grantee’s country of residence or elsewhere, such as the United States. Grantee
authorizes the Data Recipients to receive, possess, use, retain, and transfer Data in electronic or other form, for the purposes of implementing, administering, and
managing Grantee’s participation in the Plan, including any transfer of such Data, as may be required for Plan administration and/or the subsequent holding of
Shares on Grantee’s behalf, to a broker or third party with whom the Shares acquired on exercise may be deposited.

>iv) Grantee understands that Grantee may, at any time, review the Data, request that any necessary amendments be made to it, or withdraw Grantee’s consent
herein in writing by contacting the Company. Grantee further understands that withdrawing consent may affect Grantee’s ability to participate in the Plan.

(e) Choice of Language.

1) For Employees of Canadian Locations: The undersigned agrees that it is his or her express wish that this form and all documents relating to his
participation in the scheme be drawn in the English language only. Le soussigné convient que sa volonté expresse est que ce formulaire ainsi que tous les documents
se rapportant a sa participation au régime soient rédigés en langue anglaise seulement.

(ii) For Employees of Locations Other than Canada: Grantee has received this Agreement and any other related communications and consents to having
received these documents solely in English.

11. Binding Agreement. Subject to the limitation on the transferability of this grant contained herein, this Agreement will be binding upon and inure to the benefit of the
heirs, legatees, legal representatives, successors and assigns of the parties hereto.

12. Additional Conditions to Issuance of Stock. If at any time the Company will determine, in its discretion, that the listing, registration or qualification of the Shares
upon any securities exchange or under any state or federal law, or the consent or approval of any governmental regulatory authority is necessary or desirable as a condition to
the issuance of Shares to the Grantee (or his or her estate), such issuance will not occur unless and until such listing, registration, qualification, consent or approval will have
been effected or obtained free of any conditions not acceptable to the Company. The Company will make all reasonable efforts to meet the requirements of any such state or
federal law or securities exchange and to obtain any such consent or approval of any such governmental authority.

13. Administrator Authority. The Administrator has the power to interpret the Plan, the Grant Notice and this Agreement and to adopt such rules for the administration,
interpretation and application thereof as are consistent therewith and to interpret or revoke any such rules (including, but not limited to, the determination of whether or not any
RSUs




have vested). All actions taken and all interpretations and determinations made by the Administrator in good faith will be final and binding upon Grantee, the Company and all
other interested persons. No member of the Administrator will be personally liable for any action, determination or interpretation made in good faith with respect to the Plan,
the Grant Notice or this Agreement.

14. Notice Requirement. Where there is a legal requirement for any notice or document to be sent to any person by any other person, it shall be considered sent if an
electronic transmission of the relevant information is sent in a form previously determined as being acceptable to the Administrator. For the avoidance of doubt, the
Administrator may dispense with the requirement to tender a certificate on the issuance of Shares under an RSU Award where the Administrator authorizes any system
permitting electronic notification.

15. Address for Notices. Any notice to be given to the Company under the terms of this Agreement will be addressed to the Company at 2355 West Chandler Boulevard,
Chandler AZ 85224, Attn: Stock Administration, or at such other address as the Company may hereafter designate in writing or electronically.

16. Entire Agreement; Governing Law. The Plan and Grant Notice are incorporated herein by reference. The Plan, Grant Notice and this Agreement constitute the entire
agreement of the parties with respect to the subject matter hereof and supersede in their entirety all prior undertakings and agreements of the Company and Grantee with respect
to the subject matter hereof, and may not be modified adversely to the Grantee’s interest except by means of a writing signed by the Company and Grantee. The Company will
administer the Plan from the United States of America. This Agreement, the Grant Notice and all Awards are governed by the internal substantive laws, but not the choice of
law principles, of the State of Arizona, United States of America.

By Grantee’s signature or electronic acceptance, Grantee agrees that this Award is granted under and governed by the terms and conditions of the Plan, the Grant Notice and
this Agreement. Grantee has reviewed the Plan, the Grant Notice and this Agreement in their entirety, has had an opportunity to obtain the advice of counsel prior to
executingthis Agreement and fully understands all provisions of the Plan, the Grant Notice and this Agreement. Grantee hereby agrees to accept as binding, conclusive and
final all decisions or interpretations of the Administrator upon any questions relating to the Plan, the Grant Notice and this Agreement.

GRANTEE MICROCHIP TECHNOLOGY INCORPORATED
By

Signature Steve Sanghi, President and CEO

Print Name

Date







Exhibit 31.1

CERTIFICATION

1, Steve Sanghi, certify that:

Date:

I have reviewed this Form 10-Q of Microchip Technology Incorporated;

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;

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;

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 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;

(c) 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 (the
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal
control over financial reporting; and

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 the registrant's Board of Directors (or persons performing the equivalent functions):

(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 control over financial
reporting.

November 7, 2007
[s/ Steve Sanghi
Steve Sanghi
President and CEO




Exhibit 31.2
CERTIFICATION

1, Gordon Parnell, certify that:

(a)

(©)

(d

(@)

(®)

Date:

T have reviewed this Form 10-Q of Microchip Technology Incorporated;

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;

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;

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 have:

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

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 (the
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal
control over financial reporting; and

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 the registrant’s Board of Directors (or persons performing the equivalent functions):

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

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial
reporting.

November 7, 2007
/[s/ Gordon W. Parnell
Gordon W. Parnell
Vice President and CFO




Exhibit 32

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

1, Steve Sanghi, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report of Microchip
Technology Incorporated on Form 10-Q for the quarterly period ended September 30, 2007 fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934 and that information contained in such Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of Microchip
Technology Incorporated.

By: /s/ Steve Sanghi

Name: Steve Sanghi

Title:  President and Chief Executive Officer
Date:  November 7, 2007

I, Gordon W. Parnell, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report of
Microchip Technology Incorporated on Form 10-Q for the quarterly period ended September 30, 2007 fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934 and that information contained in such Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of
Microchip Technology Incorporated.

By:  /s/ Gordon W.
Parnell

Name:Gordon W. Parnell

Title: Vice President and Chief Financial
Officer

Date: November 7, 2007




