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PART | - FINANCIAL INFORMATION
Item 1. Financial Statements

SUPERTEX, INC.
CONDENSED CONSOLIDATED STATEMENTSOF INCOME

(unaudited)
(in thousands, except per share amounts)

Three Months Ended Six Months Ended
September 27, September 29, September 27, September 29,
2008 2007 2008 2007
Net sales $ 23,453 $ 22,029 $ 46,204 $ 42,791
Cost of sales™ 10,164 9,020 20,164 17,096
Gross profit 13,289 13,009 26,040 25,695
Research and development® 3,802 3,858 7,839 7,623
Selling, general and administrative™® 3,900 4,192 7,696 7,838
Total operating expenses 7,702 8,050 15,535 15,461
Income from operations 5,587 4,959 10,505 10,234
Interest income 841 1,441 1,882 2,821
Other income (expense), net (227) 146 (193 273
Income before provision for income taxes 6,301 6,546 12,194 13,328
Provision for income taxes 1,752 2,045 3,205 4,354
Net income $ 4,549 $ 4,501 $ 8,989 $ 8,974
Net income per share:
Basic $ 0.35 0.33 $ 0.70 0.65
Diluted $ 0.35 0.32 $ 0.70 0.64
Shares used in per share computation:
Basic 12,841 13,755 12,810 13,767
Diluted 12,966 13,987 12,928 13,999
@ |ncludes amortization of employee stock-
based compensation as follows. See Note 6
for more information:
Cost of sales $ 141 $ 132 $ 245 $ 274
Research and development $ 324 $ 189 $ 619 $ 465
Selling, general and administrative $ 211 $ 183 $ 480 $ 421

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.



SUPERTEX, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(unaudited, in thousands)

ASSETS
Current Assets:
Cash and cash equivalents
Short-term investments
Trade accounts receivable, net
Inventories, net
Prepaid expenses and other current assets
Deferred income taxes

Total current assets
Long-term investment, net
Property, plant and equipment, net
Other assets
Deferred income taxes
TOTAL ASSETS

LIABILITIESAND SHAREHOLDERS EQUITY
Current Liabilities:
Trade accounts payable
Accrued salaries and employee benefits
Other accrued liabilities
Deferred revenue
Income taxes payable
Total current ligbilities
Income taxes payable, noncurrent
TOTAL LIABILITIES

Commitments and contingencies (Note 9)

Shareholders’ equity:
Preferred stock, no par value -- 10,000 shares authorized, none
outstanding

Common stock, no par value -- 30,000 shares authorized; issued
and outstanding 12,846 shares and 12,749 shares

Accumulated other comprehensive loss
Retained earnings
TOTAL SHAREHOLDERS EQUITY
TOTAL LIABILITIESAND SHAREHOLDERS EQUITY

September 27, 2008

March 29, 2008

$ 43,856 $ 17,902
6,981 6,827

13,625 13,197

16,428 17,036

1,770 3,647

9,401 9,401

92,061 68,010

84,000 96,531

9,834 9,016

376 373

2,462 2,521

$ 188733 $ 177,351
$ 3,004 $ 3,280
11,969 12,146

1,538 1,741

4,544 4,349

91 ;

22,046 21,516

4,407 3,960

26,453 25,476

57,715 54,968

(5,400) (4,069)
109,965 100,976
162,280 151,875

$ 188733 $ 177,351

See accompanying Notes to Unaudited Condensed Consolidated Financial Satements.



SUPERTEX, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited, in thousands)

Six Months Ended

September 27, September 29,
CASH FLOWS FROM OPERATING ACTIVITIES 2008 2007
Net income $ 8,989 $ 8,974
Non-cash adjustments to net income:
Depreciation 1,607 1,388
Provision for doubtful accounts and sales returns 375 524
Provision for excess and obsolete inventories 846 850
Stock-based compensation expense 1,344 1,160
Tax benefit related to stock-based compensation plans 185 363
Excess tax benefit related to stock-based compensation plans (56) (181)
Unrealized (gain) loss on short-term investment, categorized as trading 204 (113)
Gain on disposal of property, plant and equipment - (200)
Deferred income taxes 59 (923)
Changes in operating assets and liabilities:
Trade accounts receivable (803) (1,953)
Inventories (238) (3,457)
Prepaid expenses and other assets 1,874 (1,220)
Trade accounts payable and accrued expenses (35) 1,073
Deferred revenue 195 314
Income taxes payable 538 1,690
Net cash provided by operating activities 15,084 8,289
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property, plant and equipment (1,246) (2,934)
Proceeds from disposal of property and equipment - 200
Purchases of short-term investments (362) (67,438)
Sales of short-term investments 11,204 63,504
Net cash provided by (used in) investing activities 9,596 (6,668)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from exercise of stock options and employee stock purchase plan 1,218 1,425
Repurchase of common stock - (3,249)
Excess tax benefit related to stock-based compensation plans 56 181
Net cash provided by (used in) financing activities 1,274 (1,643)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 25,954 (22
CASH AND CASH EQUIVALENTS:
Beginning of period 17,902 22,652
End of period $ 43,856 $ 22,630
Supplemental cash flow disclosures:
Income taxes paid, net of refunds $ 1,428 $ 4,185
Supplemental disclosures of non-cash activities:
Additions to property, plant and equipment included in accounts
payable and accrued expenses $ 279 $ 61

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.



SUPERTEX, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 1 — Organization and Basis of Presentation

The accompanying unaudited condensed consolidated financial statements of Supertex, Inc. and its subsidiary have
been prepared in accordance with generally accepted accounting principles (“ GAAP”) in the United States of
America. Thisfinancia information reflects all adjustments, which are, in the opinion of the Company’s
management, of normal recurring nature and necessary to state fairly the statements of financial position as of
September 27, 2008 and March 29, 2008, results of operations for the three and six months ended September 27,
2008 and September 29, 2007, and cash flows for the six months ended September 27, 2008 and September 29,
2007. The March 29, 2008 bal ance sheet was derived from the audited financia statementsincluded in the 2008
Annua Report on Form 10-K. All significant intercompany transactions and balances have been eliminated.

The condensed consolidated financial statements included herein have been prepared by the Company, without
audit, pursuant to the rules and regulations of the Securities and Exchange Commission. Certain information and
footnote disclosures normally included in these financial statements have been condensed or omitted pursuant to
such rules and regulations, although the Company believes the disclosures which are made are adequate to make
the information presented not misleading. These financia statements should be read in conjunction with the
audited consolidated financial statements of Supertex, Inc. for the fiscal year ended March 29, 2008, which were
included in the 2008 Annual Report on Form 10-K.

Interim results are not necessarily indicative of results for the full fiscal year. The preparation of financial
statementsin conformity with GAAP in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosures of contingent assets and
liabilities a the date of the financial statements aswell as the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates, and such differences may be material to the
financial statements. The results of operations for the three and six months ended September 27, 2008 are not
necessarily indicative of the results to be expected for any future periods.

The Company reports on afiscal year basis and it operates and reports based on quarterly periods ending on the
Saturday nearest the end of the applicable calendar quarter, except in a 53-week fiscal year, in which case the
additional week fallsinto the fourth quarter of the fiscal year. Fiscal 2009 will be a 52-week year. The three
months ended September 27, 2008, June 28, 2008, and September 29, 2007, al consist of thirteen weeks.

Reclassification

For presentation purposes, certain prior period amounts have been reclassified to conform to the reporting in the
current period financial statements. These reclassifications do not affect the Company’ s net income or
shareholders’ equity. Specifically, due to the adoption of Financial Accounting Standard No. 159, “ The Fair Value
Option for Financial Assets and Financial Liabilities” (SFAS 159) in the first quarter of fiscal year 2009,
purchases and sales of trading securities were reclassified from operating cash flows to investing cash flows.

Recent Accounting Pronouncements

In October 2008, the Financial Accounting Standards Board (FASB) issued FSP SFAS No. 157-3, “ Determining
the Fair Value of a Financial Asset When The Market for That Asset Is Not Active” (FSP157-3), to clarify the
application of the provision of SFAS 157 in an inactive market and how an entity would determine fair valuein an
inactive market. FSP 157-3 is effective immediately and applies to the Company’ s September 27, 2008 financial
statements. The application of the provisions of FSP 157-3 did not materially affect its results of operations or
financia condition, as of and for the period ended September 27, 2008.



SUPERTEX, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(unaudited)

In March 2008, the FASB issued Statement No. 161, “ Disclosures about Derivative Instruments and Hedging
Activities” (SFAS 161). The new standard is intended to improve financial reporting of derivative instruments and
hedging activities by requiring enhanced disclosures to enable investors to better understand their effects on an
entity’ sfinancial position, financia performance, and cash flows. It is effective for financial statementsissued for
fiscal years and interim periods beginning after November 15, 2008 (March 29, 2009 for the Company). The
Company is currently ng the potential impact that the adoption of SFAS 161 will have on its Consolidated
Financial Statements, but does not expect it to have a material effect.

In December 2007, the FASB issued Statement of Financial Accounting Standards No. 160, “ Noncontrolling
Interestsin Consolidated Financial Statements, an amendment of ARB No. 51" (SFAS 160). SFAS 160 will change
the accounting and reporting for minority interests, which will be recharacterized as non-controlling interests and
classified as a component of equity. SFAS 160 is effective for both public and private companies for fiscal years
beginning on or after December 15, 2008 (March 29, 2009 for the Company). SFAS 160 requires retroactive
adoption of the presentation and disclosure requirements for existing minority interests. All other requirements of
SFAS 160 shall be applied prospectively. The Company is currently assessing the potential effect that the adoption
of SFAS 160 will have on its Consolidated Financial Statements, but does not expect it to have amaterial effect.

In December 2007, the FASB issued Statement of Financial Accounting Standard No. 141 (revised 2007),
“Business Combinations’ (SFAS 141(R)). The revised standard continues the movement toward the greater use of
fair valuesin financia reporting. SFAS 141(R) will significantly change how business acquisitions are accounted
for and will affect financia statements both on the acquisition date and in subsequent periods. SFAS 141(R) is
effective for both public and private companies for fiscal years beginning on or after December 15, 2008 (March
29, 2009 for the Company). SFAS 141(R) will be applied prospectively. The Company is currently ng the
potential effect that the adoption of SFAS 141(R) will have on its Consolidated Financial Statements, but does not
expect it to have a material effect.

In the first quarter of fiscal 2009, the Company adopted Statement of Financial Accounting Standard No. 157,

“ Fair Value Measurements’ (SFAS 157) for all financial assets and financial liabilities. SFAS 157 defines fair
value, establishes a framework for measuring fair value, and enhances fair value measurement disclosure. The
adoption of SFAS 157 did not have a significant effect on the Company’s Consolidated Financial Statements, and
the resulting fair value calculated under SFAS 157 after adoption did not significantly differ from the fair values
that would have been cal culated under previous guidance. See Note 2 to the Company’ s Consolidated Financial
Statements for further discussion.

In February 2008, the FASB issued FSP FAS 157-2 which delayed the effective date of SFAS 157 for all non-
financial assets and non-financial liabilities except those that are recognized or disclosed at fair valuein the
financial statements on arecurring basis (at least annually). The FSP partialy defers the effective date of SFAS 157
to fiscal years beginning on or after November 15, 2008 and interim periods within those fiscal years for items
within the scope of this FSP (March 29, 2009 for the Company). The Company is currently assessing the potential
effect that the adoption of FSP FAS 157-2 will have on its Consolidated Financial Statements.

In February 2007, the FASB issued Statement of Financial Accounting Standard No. 159, “ The Fair Value Option
for Financial Assets and Financial Liabilities’ (SFAS 159), which permits entities to elect to measure many
financial instruments and certain other items at fair value that are not currently required to be measured at fair
value. This election isirrevocable. The standard requires that unrealized gains and losses are reported in earnings
for items measured using the fair value option. SFAS 159 a so requires cash flows from purchases, sales, and
maturities of trading securities to be classified based on the nature and purpose for which the securities were
acquired. SFAS 159 became effective for the Company in first quarter of fiscal 2009.The Company did not elect
the fair value option for any of itsfinancial assets or liabilities. The Company assessed the nature and the purpose
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SUPERTEX, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(unaudited)

of itsinvestment in trading securities and reclassified purchases of trading securities from operating cash flowsto
investing cash flows based upon paragraph 16 of SFAS 159. The cash flows of $362,000 from trading securities
were classified as investing activities for the six months ended September 27, 2008.

Note 2 —Fair Value

In thefirst quarter of fiscal year 2009, the Company adopted the provision of SFAS 157 for financial assets and
liabilities. SFAS 157 defines fair value, thereby eliminating inconsistencies in guidance found in various prior
accounting pronouncements, and enhances disclosures surrounding fair value calculations.

SFAS 157 defines fair value as the price that would be received from selling an asset and paid to transfer aliability
in an orderly transaction between market participants at the measurement date. When determining the fair value
measurements for assets and liabilities required or permitted to be recorded at fair value, the Company considers
the principal or most advantageous market in which it would transact and considers assumptions that market
participants would use when pricing the asset or liability, such asinherent risk, transfer restrictions, and risk of
nonperformance.

SFAS 157 establishes a three-tiered fair value hierarchy that prioritizes inputs to valuation techniques used in fair
value calculations. The three levels of inputs are defined as follows:

Level 1 — Unadjusted quoted market prices for identical assets or liahilitiesin active markets that the Company has
the ability to access.

Level 2 — Quoted prices for similar assets or liabilities in active markets; quoted prices for identical or similar
assets or liabilities in inactive markets; or valuations based on models where the significant inputs are observable
(e.g., interest rates, yield curves, prepayment speeds, default rates, |oss severities, etc.) or can be corroborated by
observable market data.

Level 3 - Valuations based on models where significant inputs are not observable. The unobservable inputs reflect
the Company’ s own assumptions about the assumptions that market participants would use.

SFAS 157 requires the Company to maximize the use of observable inputs and minimize the use of unobservable
inputs. If afinancial instrument usesinput that is significant to the fair value calculation, the instrument will be
categorized based upon the lowest level of input that is significant to the fair value calculation. The Company’s
financial assets and liabilities measured at fair value on arecurring basis include cash equivalents and investment
securities, both short-term and long-term.

Included in the Company’ s long-term investments are auction rate securities (ARS), which are collateralized by
student loans. Due to the lack of availability of observable market quotes for the Company’ sinvestment portfolio
of these ARS, the fair value was estimated based on a discounted cash flow model and included a discount factor
for illiquidity of the ARS market. The assumptions used in the discounted cash flow model include estimates for
interest rates, timing and amounts of cash flows, liquidity of the underlying security, expected holding periods and
contractual terms of the security. In light of the current market condition for ARS, the Company developed
different scenarios for the significant inputs used in the discounted cash flow model, including but not limited to
liquidity discount from 125 to 150 basis points per year for the current ARS market, and the timing of recovery of
the ARS market from two to four years. The estimated fair value of the Company’s ARS ranges from $76,500,000
to $84,000,000. We believe this estimated range of fair values of our ARS is appropriate taking into consideration
historical ARS market data, the possibility of development of a secondary market for ARS, recent market
participant behaviors, and public policy implications associated with the student loan based ARS market. We have
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SUPERTEX, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(unaudited)

concluded that the fair value of our ARS was $84,000,000 at September 27, 2008 with atemporary impairment in
fair value of $5,400,000.

The Company also considered the quality, amount of the collateral, and US government guarantee for the ARS and
looked to other marketplace transactions and information received from other third party brokersin order to assess
whether the fair value based on the discounted cash flow model was reasonable. The valuation of the Company’s
investment portfolio is subject to uncertainties that are difficult to predict. Factors that may affect the Company’s
valuation include changes to credit ratings of the securities as well as the underlying assets supporting those
securities, rates of default of the underlying assets, underlying collateral values, discount rates, counterparty risk
and ongoing strength and quality of market credit and liquidity. Significant inputs to the investment valuations are
unobservable in the active markets and are classified as Level 3 in the hierarchy.

The following table summarizes assets measured at fair value on arecurring basis at September 27, 2008, excluding
accrued interest (in thousands):

Fair value measurements

Assets Level 1 Level 2 Level 3 Total
Money market funds $ - $ 32,239 $ - $ 32,239
Equity mutual funds 6,981 - - 6,981
Long-term investmentsin ARS - - 84,000 84,000
Total assets at fair value $ 6,981 $ 32,239 $ 84,000 $ 123,220

The following table summarizes the changein fair value of the Company’s level 3 assets (in thousands):

Short-term and long-term

Fair value measurements of assets using level 3 inputs investmentsin ARS
Baance asof March 29, 2008 $ 96,531
Unrealized gains recorded in " Accumulated other comprehensive loss' 451
Balance as of June 28, 2008 96,982
Redemption of investmentsin ARS (11,200)
Unrealized loss recorded in " Accumulated other comprehensive loss' (1,782)
Balance as of September 27, 2008 $ 84,000

As of September 27, 2008, the Company has received $11,200,000 relating to ARS redeemed at par value in July
2008. See Note 3 for discussion of the Company’s ARS.

Note 3 — Cash and Cash Equivalents and investments

The Company’ s cash equivalents consist primarily of investmentsin money market funds.



SUPERTEX, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(unaudited)

The Company’ s portfolio of long-term available-for-sale investments by contractual maturitiesis asfollows (in
thousands):

September 27, 2008 March 29, 2008
Net Net
Amortized Unrealized Carrying Amortized Unrealized Carrying
Cost L oss Value Cost L oss Value
Long-term investments:
Available-for-sdle ARS $ 89,400 $ (5,400) $ 84,000 $ 100,600 $ (4,069) $96,531

The Company’s long-term investments in ARS by contractual maturity are as follows (in thousands):

September 27, March 29,
2008 2008
Long-term investments:
Available-for-sale securities at amortized cost:
Due after ten years $ 89,400 $ 100,600
Net unrealized loss (5,400) (4,069)
Total long-term investments, net $ 84,000 $ 96,531

The Company’s available-for-sale portfolio as of September 27, 2008 is composed entirely of ARS, which are
investments with contractual maturities generally between 15 and 30 years. They are in the form of auction rate
bonds whose interest rates have historically been reset every seven to thirty-five days through an auction process.
At the end of each reset period, investors can sell or continue to hold the securities at par. These ARS held by the
Company are backed by pools of student loans and are primarily guaranteed by the United States Department of
Education. In addition, all the ARS held by the Company are rated by the major independent rating agencies as
either AAA or Aaa.

The Company’s ARS investments are reported at fair value in accordance with SFAS 115, “ Accounting for Certain
Investments in Debt and Equity Securities.” As of September 27, 2008, ARS held by the Company experienced
failed auctions due to sales orders exceeding purchase orders. The Company’ s auction rate securities are considered
illiquid until there is a successful auction or redemption by the issuer. As of September 27, 2008, the ARS fair
value of $84,000,000 was presented as long-term investments.

The Company has concluded that the decline in fair value of the ARS investments is considered to be temporary as
of September 27, 2008 in part due to the following:

the decline in market value is due to unusual general market conditions;
recently, some ARS were redeemed at par value;

these investments are of high credit quality and a significant portion of them are collateralized and are
guaranteed by the US Department of Education;

there have been no defaults on the ARS held by the Company as of September 27, 2008;

their AAA or Aaacredit ratings have not been reduced as of September 27, 2008;
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SUPERTEX, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(unaudited)

the Company has the intent and ability to hold these investments until the anticipated recovery in market
liquidity occurs; and

the Company received a payment of $11,200,000 in July 2008, representing approximately 86% of the
Company’s holding of one ARS, which was redeemed at par value.

If uncertainties in the credit and capital markets continue or these markets deteriorate further, the Company may
incur additional unrealized losses due to the temporary impairment to the fair value of its ARS. In addition, the
Company may be required to record an impairment charge through the statement of income if the declinein fair
value is determined to be other-than-temporary. The Company will continue to monitor its ARS.

Note4 — Inventories

The Company’ s inventories consist of high technology semiconductor devices and integrated circuits that are
specialized in nature, subject to rapid technological obsolescence, and sold in ahighly competitive industry.
Inventory balances at the end of each period are adjusted to approximate the lower of cost or market value.

Inventories consist of (in thousands):

September 27, 2008 March 29, 2008

Raw materials $ 748 $ 1,075
Work-in-process 11,530 11,463
Finished goods 2,265 2,462
Finished goods at distributors and on consignment 1,885 2,036
Net Inventories $ 16,428 $ 17,036

The Company wrote down inventory totaling $316,000 and $846,000 for the three and six months ended September
27, 2008, respectively. For the comparable periodsin fiscal 2008, the Company wrote down inventory totaling
$469,000 and $850,000, respectively. The Company recorded sales of previously written-down inventory of
$356,000 and $682,000 for the three and six months ended September 27, 2008, respectively. Such sales were
$380,000 and $778,000 for the three and six months ended September 29, 2007, respectively.

Due to the uncertainty associated with possible returns and pricing concessions, the Company defers the
recognition of revenue on shipments to all distributors, domestic and foreign, and the related costs of sales until the
distributors have sold the products to their end-user customers. Sales through the distributors are made primarily
under arrangements allowing limited rights of return, limited price protection, and the right of stock rotation on
merchandise unsold by distributors. For inventory at OEM hubs, which the Company owns and isincluded in its
inventory at cost, revenue is not recognized until the Company receives a notice that the customer has drawn the
products from the hubs.
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SUPERTEX, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(unaudited)

Note 5 - Comprehensive Income

Components of the Company’ s comprehensive income for the three and six months ended September 27, 2008 and
September 29, 2007 are as follows (in thousands):

Three Months Ended Six Months Ended
September 27, September 29, September 27, September 29,
2008 2007 2008 2007
Net income $ 4,549 $ 4,501 $ 8,989 $ 8,974
Unrealized loss on available-for-
saleinvestments (1,782) - (1,331) -
Comprehensive income $ 2,767 $ 4,501 $ 7,658 $ 8,974

Note 6 - Stock-Based Compensation

Effective April 2, 2006, the Company adopted the provisions of SFAS No. 123(R), Share-Based Payment. SFAS
123(R) establishes accounting for stock-based awards exchanged for employee services. Accordingly, stock-based
compensation cost is measured at grant date, based on the fair value of the award, and is recognized as expense
over the requisite service period of the employee.

The employee stock-based compensation expense for the three and six months ended September 27, 2008 was
$676,000 and $1,344,000, respectively. For the comparable periods in fiscal 2008, the employee stock-based
compensation expense was $504,000 and $1,160,000, respectively.

During the three and six months ended September 27, 2008, the Company granted options with an estimated total
grant date fair value of $1,196,000 and $2,784,000, respectively. For the same periods last fiscal year, the Company
granted options with an estimated grant date fair value of $2,378,000 and $2,546,000. As of September 27, 2008,
the unrecorded stock-based compensation cost balance related to stock options was $8,132,000 (net of estimated
forfeitures) and will be recognized over an estimated weighted average amortization period of approximately four
and a half years.

Under the Company’s 2001 Stock Option Plan (“Option Plan™), atotal of 2,000,000 shares of Common Stock are
authorized for issuance. Under the Option Plan options have been typically granted once a quarter (on the first
business day of the third month of each quarter), and valued at the fair value of the Company’s common stock on
the date of grant. Options generally expire seven to ten years from grant date or thirty days after termination of
service, whichever occursfirst. Options are generally exercisable beginning one year from date of grant and
generally vest ratably over afive-year period. On August 24, 2006, the Company’s board of directors approved a
change in grant policy of the Plan to grant only non-statutory stock options to better align the Company’s
compensation plan to employee incentives and to company objectives. On August 17, 2007, the Company’ s board
of directors approved that all future stock option grants would have aten-year life, which is within the guidelines of
the Option Plan.
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SUPERTEX, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(unaudited)

The following table summarizes the activities under the Option Plan for the six months ended September 27, 2008:

Options Outstanding

Available For Number of Weighted Average

Grant Shares Exercise Price

Balance, March 29, 2008 642,579 1,100,365 $ 28.09
Granted (222,600) 222,600 26.97
Exercised - (92,720) 12.24
Canceled 27,000 (27,000) 28.61
Balance, September 27, 2008 446,979 1,203,245 $ 29.09

The weighted average fair value of options, as determined under SFAS 123R, granted under the Option Plan during
the three and six months ended September 27, 2008 were $14.19 and $12.51 per share, compared to $18.63 and
$18.30 per share, respectively, during the same periods last fiscal year. The total intrinsic value of options
exercised (which isthe amount by which the stock price exceeded the exercise price of the option on the date of the
exercise) during the three and six months ended September 27, 2008 were $127,000 and $1,237,000, compared to
$549,000 and $1,345,000, respectively, for the same periods last fiscal year. During the three and six months
ended September 27, 2008, the amounts of cash received from employees as a result of employee stock option
exercises were $159,000 and $1,135,000, respectively. For the same periods last fiscal year, such amounts were
$716,000 and $1,341,000.

The options outstanding and exercisable at September 27, 2008, under the Option Plan are in the following exercise
price ranges:

Options Outstanding Options Exercisable

Weighted-
Average Weighted- Weighted-
Remaining Average Average
Range of Exercise Number Contractual Life Exercise Number Exercise
Prices Outstanding (in Years) Price Outstanding Price
$11.30 - $20.00 292,635 2.49 $ 16.87 198,115 $ 16.66
20.01 - 30.00 311,000 8.65 26.02 29,500 26.44
30.01 - 40.00 415,160 6.91 34.31 87,605 34.30
40.01 - 46.92 184,450 5.13 41.90 48,910 41.61
$11.30 - $46.92 1,203,245 6.01 $ 29.09 364,130 $ 2505

The total intrinsic value of options outstanding and options exercisable as of September 27, 2008 was $5,914,000
and $3,062,000, respectively.

2000 Employee Stock Purchase Plan (“ ESPP"). Under the ESPP, dligible employees may elect to withhold up to
20% of their cash compensation to purchase shares of the Company’s common stock at a price equal to 95% of the
market value of the stock at the time of purchase, which is at the end of the six-month offering period. An eligible
employee may purchase no more than 500 shares during any six-month offering period. There were no ESPP
purchases for the three months ended September 27, 2008 and September 29, 2007. During the six months ended
September 27, 2008 and September 29, 2007, the amounts of cash received from employees as aresult of ESPP
purchase were $83,000 and $84,000, respectively.
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Note 7 — I ncome T axes

The provision for income taxes for the three and six months ended September 27, 2008 was $1,752,000 at an
effective tax rate of 28% and $3,205,000 at an effective tax rate of 26%, compared to $2,045,000 at an effective tax
rate of 31% and $4,354,000 at an effective tax rate of 33% for the same periodsin the prior fiscal year,
respectively. The decrease in the estimated effective tax rate for the three months ended September 27, 2008 is
primarily due to shifts of income among jurisdictions with different tax rates as compared to same period in the
prior fiscal year. The decrease in the estimated effective tax rate for the six months ended September 27, 2008, as
compared to same period in the prior fiscal year, was primarily due to shifts of income among jurisdictions with
different tax rates and a favorable resolution of a prior year tax uncertainty of approximately $295,000, including
interest, recognized by the Company in the first quarter of fiscal 2009.

The income tax provision for such interim periods reflects the Company’ s computed estimated annual effective tax
rate and differs from the taxes computed at the federal and state statutory rates primarily due to the effect of foreign
rate differentials, non-deductibl e stock-based compensation expense, tax exempt interest income, and research and

development tax credits, FASB Interpretation No. 48, “ Accounting for Uncertainty in Income Taxes’ (FIN 48) tax

contingencies, and the domestic production activities deduction.

During the six months ended September 27, 2008, the liability for uncertain income tax positions less accrued
interest and penalties decreased from $3,941,000 to $3,681,000. This decrease was primarily due to a settlement of
an IRS examination of the Company’ s fiscal 2004 income tax return, partially offset by current period recurring
FIN 48 tax accruals. Of the total $3,681,000 of unrecognized tax benefits, $2,767,000 represents the amount that, if
recognized, would favorably affect the Company’ s effective income tax rate in any future period. The Company
can not conclude on the range of cash payments that will be made within the next twelve months associated with its
uncertain tax positions.

The Company records interest and penalties related to unrecognized tax benefitsin income tax expense. On
September 27, 2008, the Company had approximately $282,000 accrued for estimated interest and $444,000 for
estimated penalties related to uncertain tax positions. For the six months ended September 27, 2008, the Company
recorded estimated interest of $63,000 and estimated penalties of $17,000.

Included in the balance of income tax benefits, accrued interest and accrued penalties on September 27, 2008 were
approximately $400,000 related to tax positions for which it is reasonably possible that the statute of limitations
will expirein various jurisdictions within the next twelve months.

The "Emergency Economic Stabilization Act of 2008," which contains the "Tax Extenders and Alternative
Minimum Tax Relief Act of 2008", was signed into law on October 3, 2008. Under the Act, the research credit was
retroactively extended for amounts paid or incurred after December 31, 2007 and before January 1, 2010. The
effects of the change in the tax law will be recognized in third fiscal quarter, which isthe quarter in which the law
was enacted. The Company is currently in the process of analyzing the impact of the new law.

The California 2008-2009 Budget Bill (AB 1452), enacted on September 30, 2008, resulted in two temporary
changes to the Company's projected 2008 Californiaincome tax. First, the bill suspends the use of Net Operating
Loss (NOL) carryovers for two years, fiscal years 2008 and 2009. Second, the bill limits the use of R& D credit
carryovers to no more than 50% of the tax liability before credits. The Company does not expect this changein the
Californialaw will result in a significant impact on its provision for income taxes for fiscal year 20009.
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The Company and its subsidiaries are subject to taxation in various jurisdictions, including federa, state and
foreign. The Company’sfederal and state income tax returns are generally not subject to examination by taxing
authorities for fiscal years before 2003.

Note 8 - Net Income per Share

Basic earnings per share (“EPS’) is computed as net income divided by the weighted average number of common
shares outstanding for the period. Diluted EPS reflects the potential dilution that could occur from common shares
that may be issued through stock options only, since the Company does not have warrants or other convertible
securities outstanding. A reconciliation of the numerator and denominator of basic and diluted earnings per shareis
provided as follows (in thousands, except per share amounts):

Three Months Ended Six Months Ended
September 27, September 29, September 27, September 29,
2008 2007 2008 2007

BASIC:
Net income $ 4,549 $ 4,501 $ 8,989 $ 8,974
Weighted average shares
outstanding for the period 12,841 13,755 12,810 13,767
Net income per share $ 0.35 $ 0.33 $ 0.70 $ 0.65
DILUTED:
Net income $ 4,549 $ 4,501 $ 8,989 $ 8,974
Weighted average shares
outstanding for the period 12,841 13,755 12,810 13,767
Effect of dilutive securities: stock
options and ESPP 125 232 118 232
Totd 12,966 13,987 12,928 13,999
Net income per share $ 0.35 $ 0.32 $ 0.70 $ 0.64

Options to purchase 792,108 shares of the Company’ s common stock at an average price of $34.17 per share, and
780,138 shares at an average price of $34.06 per share for the three and six months ended September 27, 2008,
respectively, were outstanding but were not included in the computation of diluted earnings per share because their
effect would have been anti-dilutive.

For the three and six months ended September 29, 2007, options to purchase 490,510 shares of the Company’s
common stock at an average price of $38.51 per share, and 517,412 shares at an average price of $38.25 per share,
respectively, were not included in the computation of diluted earnings per share because their effect would have
been anti-dilutive.

Note 9 — Commitments and Contingencies
I ndemnification
Asiscustomary in the Company’s industry, the Company has agreed to defend certain customers, distributors,

suppliers, and subcontractors against certain claims, which third parties may assert that its products allegedly
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infringe certain of their intellectual property rights, including patents, trademarks, trade secrets, or copyrights. The
Company has agreed to pay certain amounts of any resulting damage awards and typically has the option to replace
any infringing product with non-infringing product. The terms of these indemnification obligations are generally
perpetual from the effective date of the agreement. In certain cases, there are limits on and exceptionsto the
Company’s potential liability for indemnification relating to intellectual property infringement claims. The
Company cannot estimate the amount of potential future payments, if any, that it might be required to make as a
result of these agreements. To date, the Company has not paid any damage awards nor hasit been required to
defend any claims related to its indemnification obligations, and accordingly, it has not accrued any amounts for
indemnification obligations. However, there can be no assurance that the Company will not have any financial
exposure under those indemnification obligations in the future.

Legal Proceedings

From time to time the Company is subject to possible claims or assessments from third parties arising in the normal
course of business. Management has reviewed such possible claims and assessments with the Company’ s legal
counsel and believesthat it is unlikely that they will result in any material adverse effect on the Company’s
financial condition, results of operations or cash flow. The Company is not currently involved in any legal
proceeding that it believes will materially and adversely affect its business or financial condition.

Product Return Reserve

The Company’s policy isto replace defective products at its own expense for a period of 90 days from date of
shipment. This period may be extended in certain cases. This liability islimited to replacement of the product,
freight and delivery costs or refund or credit of the purchase price. On certain occasions, the Company may pay for
rework. The Company usually provides a replaced/reworked product at resale value rather than arefund or credit
to meet the warranty obligations. This policy is necessary to protect the Company’s distributors, to improve
customer satisfaction, and for competitive reasons. Additionally, it is the custom in Japan and Europe to provide
this benefit.

The Company records a reduction to revenue for estimated product returns, including warranty related returns, in
the same period as the related revenues are recorded. These estimates are based on historical experience, analysis
of outstanding Return Material Authorization and Allowance Authorization data and any other form of notification
received of pending returns. Actual warranty charges are treated as sales returns. Neither historical warranty
charges nor the accrual for warranty costs is material for any periods presented.
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The reductions to revenue for estimated product returns for the three and six months ended September 27, 2008 and
September 29, 2007 are as follows (in thousands):

Balance at Balance
Beginning of Deductions at End of
Description Period Provision® and Other ® Period
Three months ended September 27, 2008
Allowance for sales returns $ 366 $ 104 $ (67) $ 403
Three months ended September 29, 2007
Allowance for sales returns $ 165 $ 137 $ (158) $ 144
Six months ended September 27, 2008
Allowance for sales returns $ 483 $ 368 $ (448 $ 403
Six months ended September 29, 2007
Allowance for sales returns $ 199 $ 512 $  (567) $ 14

@ Allowances for sales returns are recorded as a reduction of revenue.
@ Represents payments and other amounts charged to the allowance for sales returns.

While the Company’ s sales returns are historically within the expectations and the allowance established, it cannot
guarantee that it will continue to experience the same return rates that it has had in the past. Any significant
increase in product failure rates and the resulting sales returns could have a material adverse effect on the operating
results for the period or periods in which such returns materialize.

Operating Lease Obligations

The Company’ s future minimum lease payments and sublease income under non-cancelable operating leases at
September 27, 2008 are as follows (in thousands):

Payment Due by Year Operating L ease Estimated Sublease Income
Lessthan 1 year $ 1,170 $ 22
2years 1,065 -
3years 617 -

$ 2,852 $ 22

The Company leases facilities under non-cancelable lease agreements expiring at various times through September
2011. Rental expense net of sublease income for the three and six months ended September 27, 2008 amounted to
$302,000 and $552,000, respectively. For the same periods of last fiscal year, such expenses were $243,000 and
$460,000, respectively.
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Note 10 — Common Stock Repurchase

There were no shares repurchased during the three and six months ended September 27, 2008. Share repurchase
activities for the three and six months ended September 29, 2007 are asfollows:

Three Months Ended Six Months Ended
September 27, September 29, September 27, September 29,
2008 2007 2008 2007
Number of shares
repurchased - 100 - 104,800
Cost of shares repurchased - $ 4,000 - $ 3,249,000
Average price per share - $ 34.97 - $ 31.00

Since the inception of the repurchase program in 1992 through September 27, 2008, the Company has repurchased
atotal of 2,344,000 shares of the common stock for an aggregate cost of $36,551,000. Upon their repurchase,
shares are restored to the status of authorized but unissued shares. As of September 27, 2008, atotal of 556,000

shares remained authorized for repurchase under the program.

Note 11 — Segment Information

The Company operates in one business segment comprising the design, development, manufacturing and marketing
of high voltage semiconductor devices including analog and mixed signal integrated circuits. The Company's
principal markets are in the United States, Europe, and Asia. The Company’s chief operating decision maker, who
is currently the Company’s Chief Executive Officer, reviews financial information presented on a consolidated
basis for purposes of making operating decisions and ng financia performance.

Below isasummary of sales by major geographic area (in thousands):

Three Months Ended Six Months Ended
September 27, September 29, September 27, September 29,
Net Sales 2008 2007 2008 2007
United States $ 8,214 $ 7,220 $ 15,914 $ 14,804
China 5,352 5,377 9,712 9,890
Europe 3,544 2,936 6,739 5,505
Asia (excluding China, Korea &
Japan) 2,820 2,737 6,318 5,387
Japan 2,085 1,929 3,608 4,140
Korea 1,181 1,625 3,482 2,697
Other 257 205 431 368
Net Sales $ 23,453 $ 22,029 $ 46,204 $ 42,791

Net property, plant and equipment by country is as follows (in thousands):

Country September 27, 2008 March 29, 2008
United States $ 8,204 $ 8,334
Hong Kong 1,630 1,582

$ 9,834 $ 9,916
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Note 12 — Significant Customers

The Company sdllsits products to OEMs through its direct sales and marketing personnel, and through its
independent sales representative and distributors. Revenue from sales to distributors and its related cost of sales are
recognized upon resale to end-user customers.

For the three months ended September 27, 2008, two customers, a major medical instrumentation company and a
major communications company accounted for approximately 14% and 10% of net sales, respectively. For the three
months ended September 29, 2007, the same two customers accounted for approximately 16% and 15% of sales,
respectively. Nearly al of the sales to the medical instrumentation company were through distributors and contract
manufacturers. For the six months ended September 27, 2008, this medical instrumentation company accounted for
approximately 14% of net sales. For the six months ended September 29, 2007, the same major medical
instrumentation company and the same major communications company accounted for approximately 15% and
13% of net sales, respectively. There was no other customer that the Company believes accounted for more than
10% of the Company’s net sales for the three or six months ended September 27, 2008 or September 29, 2007.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis should be read in conjunction with the Condensed Consolidated Financial
Statements and related Notes thereto contained elsewhere in this Report. The information contained in this
guarterly report on Form 10-Q is not a compl ete description of our business or the risks associated with an
investment in our common stock. You are urged to carefully review and consider the various disclosures we made
in this Report and in other reports filed with the SEC, including the annual report on Form 10-K for the year-ended
March 29, 2008.

Cautionary Statement Regar ding Forward L ooking Statements

This Quarterly Report on Form 10-Q includes forward-looking statements. These forward-looking statements are
not historical facts, and are based on current expectations, estimates, and projections about our industry, our
beliefs, our assumptions, and our goals and objectives. Words such as "anticipates,” "expects," "intends,” "plans,”
"believes," "seeks," and "estimates " and variations of these words and similar expressions, are intended to identify
forward-looking statements. Examples of the kinds of forward-looking statements in this report include statements
regarding the following: (1) our expectation that salesin the medical market will decrease moderately in the third
fiscal quarter of 2009 due to normal seasonal declines; (2) our belief that sales of our high voltage analog switches
and multiplexers, high voltage pulser 1Cs, high-speed MOSFET drivers, and discrete high voltage FETs to this
market will continue to increase as the ultrasound market continues to expand globally; (3) our expectation that we
will introduce more new integrated pulser 1Cs aswell as ultrasound receiver blocks; (4) our belief that custom and
standard high voltage pulsers and anal og switches/multiplexerswill contribute to our revenue growth in the second
half of fiscal 2009; (5) our expectation that there will be a sequential quarterly decreasein salesin legacy EL
inverter 1Cs; (6) our expectation that sales of our LED driver 1Csfor general lighting applications will grow
during the fiscal 2009 and beyond and that sales of LED driversfor backlighting LCD TVswill beginto rampin
the second half of fiscal 2009 and will grow in fiscal 2010; (7) our expectation that backlighting module prices are
expected to drop to a level competitive with CCFL module prices over the next year and one-half; (8) our current
growth strategy to successfully transition our new products, and continuously and successfully introduce and

mar ket new technology and innovative products that meet our customers’ requirements; (9) our expectation that
R& D expenses as a percentage of net sales may fluctuate; (10) our expectation that our tax rate will be moderately
lower in the third quarter of fiscal 2009 due to a reversal of certain uncertain tax position liabilities and to
extension of federal R& D tax credits; (11) our expectation that we will spend approximately $4,000,000 for capital
acquisitionsin fiscal 2009;(12) our belief that we have substantial production capacity in place to handle any
projected increase in businessin fiscal 2009; (13) our belief that existing cash, cash equivalents and short-term
investments, together with cash flow from operations, will be sufficient to meet our liquidity and capital
requirements through the next twelve months; (14) our belief that the estimated range of fair values of our ARSis
appropriate; that the credit risk of our auction rate securitiesis very low; that we will receive the principal
associated with these auction-rate securities; that the auction failures will not materially affect our ability to fund
our working capital needs, capital expenditures, or other business requirements; and that declinesin our ARSfair
values are temporary; (15) our belief that our exposure to foreign currency riskisrelatively small; and (16) our
belief that it is unlikely that any legal claimswill result in a material adverse effect on our financial position,
results of operations or cash flows.

These statements are only predictions, are not guarantees of future performance, and are subject to risks,
uncertainties, and other factors, some of which are beyond our control and are difficult to predict, and could
cause actual resultsto differ materially from those expressed or forecasted in the forward-looking statements.
These risks and uncertainties include material adverse changes in the demand for our customer’s productsin
which the Company’ s products are used; that competition to supply semiconductor devicesin the marketsin
which the Company competes increases and causes price erosion; that demand does not materialize and increase
for recently released customer products incorporating the Company’ s products; that we have delaysin
developing and releasing into production our planned new products, that there could be unexpected
manufacturing issues as production ramps up; that the demand for the Company’ s products or results of its
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product development changes such that it would be unwise not to decrease research and development; that the
IRSwill determine that more USincome was realized than the Company claimed or that fewer expenseswere
allowable; that some of the Company’ s equipment will be unexpectedly damaged or become obsol ete, thereby
requiring replacement; and that the credit crisiswill not further affect our auction rate securities; aswell as
those described in "Factors Which May Affect Operating Results' under Item 1A of Part | , “ Risk Factors’ in the
Company’'s annual report of Form 10-K for the fiscal year ended March 29, 2008. The information included in
this Form 10-Q is provided as of the filing date with the SEC and future events or circumstances could differ
significantly from the forward-looking statements included herein. Accordingly, the readers are cautioned not to
place undue reliance on such statements. Except as required by law, the Company undertakes no obligation to
update any forward-looking statement as a result of new information, future events, or otherwise.

Critical Accounting Policies

Our critical accounting policies are those that both (1) are most important to the portrayal of the financia condition
and results of operations and (2) require management’s most difficult, subjective, or complex judgments, often
requiring estimates about matters that are inherently uncertain. There have been no material changes from the
methodology applied by management for critical accounting estimates previoudly disclosed in our most recent
Annual Report on Form 10-K.

Overview

We design, develop, manufacture, and market integrated circuits (1Cs), including analog and mixed signal devices
utilizing state-of-the-art high voltage DMOS, HVCMOS and HVBiCMOS analog and mixed signal technologies.
We supply standard and custom high voltage interface products primarily for use in the imaging, medical
electronics, telecommunications (telecom), LED driver I1C, and industrial/other markets. We a so supply custom
integrated circuits for our customers using customer-owned designs and mask toolings with our process
technologies.

Results of Operations
Net Sales

We operate in one business segment comprising the design, development, manufacturing and marketing of high
voltage semiconductor devices including specialty metal-oxide-field-effect-transistors (MOSFETS) analog and
mixed signal integrated circuits (1Cs). We have abroad customer base, which in some cases manufacture electronic
end products and equipment spanning multiple markets. As such, the assignment of revenue to the af orementioned
markets requires the use of estimates, judgment, and extrapolation. Actual results may differ dightly from those
reported here.

Net sales for the three months ended September 27, 2008 were $23,453,000, a 6% increase compared to
$22,029,000 for the same period of the prior fiscal year. This year-over-year increase in net salesis primarily
driven by an increase in our medical electronics product sales, particularly our high voltage analog switches and
custom processing products, and in our industrial products, primarily for automatic test equipment (ATE). Net sales
increased 3% from $22,751,000 when compared to the quarter ended June 28, 2008, primarily due to an increase in
industrial products, primarily for ATE applications, and imaging products, primarily EL drivers and various display
products.

Net sales for the six months ended September 27, 2008 were $46,204,000, an 8% increase compared to

$42,791,000 for the same period of fiscal 2008. This resulted from increases in sales of medical electronics
products; telecom products, primarily high voltage optical MEM S drivers; and industrial products. Thiswas
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partialy offset by reductionsin EL driver ICs, due to reduced demand from our major communications customer of
legacy products, while our new multi-segment EL driver 1Cs sales have increased.

The table below shows our estimate of the breakdown of net sales to customers by end market for the three and six
months ended September 27, 2008, September 29, 2007, and the three months ended June 28, 2008, as well as year-
over-year and quarterly sequential percentage changes (dollars in thousands):

Three Months Ended Six Months Ended
Year- Year-
Over- Over-
September June 28, September Sequential Year September September Year
Net Sales 27,2008 2008 29, 2007 Change Change 27, 2008 29, 2007 Change
Medical
Electronics $ 9912 $9,528 $ 7,990 4% 24% $ 19,440 $ 16,200 20%
Imaging 6,514 6,307 7,400 3% -12% 12,821 13,609 -6%
Industrial/
Other 4,189 2,898 2,968 45% 41% 7,087 6,893 3%
Telecom 2,101 2,665 2,178 -21% -4% 4,766 3,723 28%
LED
Lighting 737 1,353 1,493 -46% -51% 2,090 2,366 -12%
Net Sales $ 23,453 $ 22,751 $ 22,029 3% 6% $ 46,204 $ 42,791 8%
Three Months Ended Six Months Ended
September 27, June 28, September 29, September 27, September 29,
Net Sales 2008 2008 2007 2008 2007
Medical Electronics 42% 42% 36% 42% 38%
Imaging 28% 28% 34% 28% 32%
Industrial/Other 18% 13% 13% 15% 16%
Telecom 9% 11% 10% 10% 9%
LED Lighting 3% 6% 7% 5% 5%
Net Sales 100% 100% 100% 100% 100%

Our medical electronics product family accounted for the largest sales of al of our five focus markets for the three
and six months ended September 27, 2008 and September 29, 2007, and for the three months ended June 28, 2008.
Sales to the medical electronics market for the three months ended September 27, 2008 were $9,912,000, which
were 24% higher than the same period of the prior fiscal year from growth in shipments of our analog switches and
our custom processing medical electronics products.

For the six months ended September 27, 2008, our Medical Electronics sales were $19,440,000, an increase of
$3,240,000, or 20%, compared to the same period in the prior fiscal year. The year-over-year increase in the net
salesis due to higher demand reflected in strong shipments of our high voltage pulser circuits and chipsets, and our
analog switches. We expect sales in this market to decrease moderately in the third fiscal quarter due to normal
seasonal declines.

In recent years, the medical ultrasound systems market has experienced significant growth in the transportable and
hand-carried units. These high-performance, portable, low-cost systems are also accelerating the proliferation of
ultrasound imaging applications in the medical disciplines other than the traditional clinical prenatal applications,
such as cardiovascular and organ scans. Geographically, our market is expanding as well, as China, Korea and
India are now designing and producing medical ultrasound imaging machines. We believe that sales of our high
voltage anal og switches and multiplexers, high voltage pulsers, high-speed MOSFET drivers, and high voltage
MOSFETs to this market will continue to increase as the ultrasound market continues to expand globally. We are
heavily investing in product development for this market and we expect to introduce more new integrated pul ser
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ICsaswell as ultrasound receiver building blocks. Custom and standard high voltage pulsers and anal og
switches/multiplexers are projected to contribute to our revenue growth in the second half of fiscal 2009.

Sales in the imaging market for the three and six months ended September 27, 2008 were $6,514,000 and
$12,821,000, a decrease of 12% and 6%, respectively, when compared to the same periods in the last fiscal year.
These sales decreases were due to a decline in shipments of our legacy EL inverter |Cs due to reduced demand for
these products from our major handset customer as that customer’ s products matured and demand for them
declined. Thiswas partially offset by the production ramp-up of our multi-segment EL inverter 1Csto two major
customers for mobile phone applications. Sales for the three months ended September 27, 2008, when compared to
the prior fiscal quarter, were 3% higher due to increased sales of our legacy EL inverter ICs. We expect a
sequential quarterly decrease in salesin legacy EL inverter ICs.

Salesin the industrial/other market for the three and six months ended September 27, 2008 were $4,189,000 and
$7,087,000, an increase of 41% and 3%, respectively, when compared to the same periods a year ago and increased
45% sequentially. These increases were primarily due to higher shipments of adriver for an ATE application.

Sales to the telecom market decreased 4% during the three months ended September 27, 2008 to $2,101,000
compared to the same period a year ago and decreased 21% sequentially. The sequential decreasein salesis
primarily due to lower shipments of driver ICsfor amilitary radio application and high voltage optical MEMS
driver ICsfor optical-to-optical switching applications. For the six months ended September 27, 2008, salesto the
telecom market increased $1,043,000, or 28%, to $4,766,000 compared to the same period of last fiscal year. The
year-over-year increase was primarily due to higher shipments of high voltage optical MEMS driver ICs for
optical-to-optical switching applications and driver |Cs for military radio applicationsin the first quarter of this
fiscal year.

Salesin LED driver ICsfor lighting and backlighting were $737,000 for the three months ended September 27,
2008 compared to $1,493,000 for the same period last year and $1,353,000 for the prior quarter. For the six months
ended September 27, 2008, sales to LED lighting and backlighting market were $2,090,000 compared to
$2,366,000 for the same period of last fiscal year. The decreases in quarterly and year-over-year sales were
primarily due to lower shipments of our high voltage driver 1Csfor backlighting flat screen LCD TV, partially
offset by increases in a broad range of general lighting applications. The sequential decrease was primarily dueto
lower shipments of LED backlight driversfor genera lighting. We expect that sales of our LED driver ICsfor
general lighting applications will grow in fiscal 2009 and beyond. We also expect that sales of LED driversfor
backlighting LCD TVswill begin to ramp in the second half of fiscal 2009 and will grow in fiscal 2010, when
backlighting module prices are expected to drop to alevel competitive with CCFL module prices.

Our current growth strategy relies on the successful transition of our new products, and our ability to continuously
and successfully introduce and market new technology and innovative products that meet our customers
reguirements.
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Our principal markets arein Asia, the United States, and Europe. Sales by geography as well as year-over-year and
sequentia percentage changes were as follows, where international salesinclude salesto the U.S. based customers
if the products are delivered to their contract manufacturers outside the U.S. (in thousands):

Three Months Ended Six Months Ended

Y ear- Year-

Over- Over-

September June 28, September Sequential Y ear September September Y ear

Net Sales 27,2008 2008 29, 2007 Change Change 27,2008 29, 2007 Change

United States $ 8214 $ 7,700 $ 7220 48% 25% $ 15914 $ 14,804 7%

China 5,352 4,360 5,377 23% 0% 9,712 9,890 -2%

Europe 3,544 3,195 2,936 11% 21% 6,739 5,505 22%

Asia (excl.

China, Korea

& Japan) 2,820 3,498 2,737 -19% 3% 6,318 5,387 17%

Japan 2,085 1,523 1,929 37% 8% 3,608 4,140 -13%

Korea 1,181 2,301 1,625 -49% -27% 3,482 2,697 29%

Other 257 174 205 7% 14% 431 368 17%

Net Sales $ 23453 $ 22,751 $ 22,029 3% 6% $ 46,204 $ 42,791 8%
International

Sales $ 15,239 $ 15,051 $ 14,809 1% 3% $ 30,290 $ 27,987 8%

Domestic
Sales 8,214 7,700 7,220 7% 14% 15,914 14,804 7%
Net Sales $ 23,453 $ 22,751 $ 22,029 3% 6% $ 46,204 $ 42,791 8%

Net salesto international customers for the three months ended September 27, 2008 were $15,239,000 or 65% of

net sales as compared to $14,809,000, or 67% of net sales for the same period of the prior fiscal year and
$15,051,000 or 66% for the three months ended June 28, 2008. Sales to international customers for the three
months ended September 27, 2008 increased 3% compared to the same period last year and increased 1%
sequentially. For the six months ended September 27, 2008, net sales to international customers were $30,290,000
or 66% of net sales, as compared to $27,987,000 or 65% of net sales for the same period of last fiscal year. Salesto
international customers for the six months ended September 27, 2008 increased 8% compared to the same period of
the prior fiscal year. Theincreasesin international sales, year-over-year and sequentialy, are primarily dueto
higher shipments of high voltage pulsers and analog switches for medical ultrasound markets, driver ICsfor ATE
applications, and new multi-segment EL backlighting inverter ICs for handsets.

Net sales to domestic customers for the three months ended September 27, 2008 increased 14% compared to the
same period last fiscal year and 7% sequentially. For the six months ended September 27, 2008, net salesto
domestic customers increased 7% compared to the same period last fiscal year. The increase in domestic sales year-
over-year and sequentialy are primarily due to higher shipments of driver ICs for military radio applications.

Our assets are primarily located in the United States.

Cost of Sales and Gross Profit

Gross profit represents net sales less cost of sales. Cost of sales includes the cost of raw silicon wafers; the costs
associated with assembly, packaging, test, quality assurance and product yields; the cost of personnel, facilities and
depreciation on equipment for manufacturing and its support; and charges for excess or obsolete inventory.

Gross profit for the quarter ended September 27, 2008 was $13,289,000, compared to $13,009,000 for the same
period of fiscal 2008, and $12,751,000 for the prior quarter. The year-over-year quarterly increase in gross profit
was primarily attributable to increased sales and improved product mix, partialy offset by adeclinein average
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selling prices on certain products and by areduction in capacity utilization in the fab and backend manufacturing
operations, as inventory was held flat in the second fiscal quarter of this year whereas in the same period of last
fiscal year inventory increased. The $538,000 sequential increase in gross profit resulted primarily from higher
sales and reduced charges for inventory excess and obsolescence. For the six months ended September 27, 2008,
gross profit was $26,040,000 compared to $25,695,000 for the same period of last fiscal year. The increase in gross
profit was primarily attributable to increased sales, partialy offset by decline in average selling prices on certain

products, areduction in capacity utilization in the fab and backend manufacturing operations, and increased charges
for inventory excess and obsolescence.

Gross margin, which is gross profit as a percent of net sales, was 57% for the three months ended September 27,
2008 compared to 59% for the same period of the prior fiscal year and 56% for the prior quarter. The year-over-
year quarterly decrease in gross margin was primarily attributable to reduced absorption of factory costs during the
period and by a decline in average selling prices on certain products. The sequential improvement in gross margin
was primarily due to reduced charges for inventory excess and obsolescence. For the six months ended September
27, 2008, gross margin was 56% compared to 60% for the same period of the prior fiscal year. The decreasein
gross margin was primarily due to reduced absorption of factory costs, adecline in average selling prices on certain
products, and increased charges for inventory excess and obsol escence.

Three Months Ended Six Months Ended

September June 28, September September September
(in thousands) 27, 2008 2008 29, 2007 27,2008 29, 2007
Gross Margin Percentage 57% 56% 59% 56% 60%
Included in Gross Margin Percentage
Above
Gross Margin Benefit from Sale of
Previously Written Down Inventory $ 356 $ 326 $ 380 $ 682 $ 778
Percentage of Net Sales 2% 1% 2% 1% 2%

We wrote down inventory totaling $316,000 and $846,000 for the three and six months ended September 27, 2008,
respectively. For the comparable periodsin fiscal 2008, we wrote down inventory totaling $469,000 and $850,000,
respectively. We recorded revenue from sales of previously written-down inventory of $356,000 and $682,000 for
the three and six months ended September 27, 2008, respectively. Such amounts were $380,000 and $778,000 for
the three and six months ended September 29, 2007, respectively.

Research and Development (R& D) Expenses

(in thousands) Three Months Ended Six Months Ended
Year- Year-
Over- Over-
September June 28, September Sequential Y ear September September Y ear
Net Sales 27, 2008 2008 29, 2007 Change Change 27, 2008 29, 2007 Change
R&D Expenses $ 3,802 $ 4,037 $ 3858 -6% -1% $ 7,839 $ 7,623 3%
Percentage of
Net Sales 16% 18% 18% 17% 18%

R& D expensesinclude payroll and benefits, processing costs, and depreciation. We a so expense prototype wafers
and mask setsrelated to new product development as R& D expenses until such new products are released to
production.

Expenditures for R& D were $3,802,000 for the three months ended September 27, 2008, as compared to

$3,858,000 and $4,037,000 for the three months ended September 29, 2007 and June 28, 2008, respectively. The

net decrease of $56,000 for the second fiscal quarter compared to the same period in the prior year primarily

resulted from a reduction in usage of fab services for process development work of $633,000, partialy offset by an
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increase in payroll and benefits of $548,000. Compared to the prior quarter, R& D expenses were $235,000 lower

primarily due to areduction in payroll and benefits of $360,000, partially offset by an increase in usage of fab
services for process development work of $168,000.

For the six months ended September 27, 2008, R& D expenses increased $216,000 to $7,839,000, compared to
$7,623,000 for the same period of last fiscal year. The increase was primarily due to higher payroll and benefit

expenses of $1,090,000, partially offset by areduction in usage of fab services for process devel opment of
$929,000.

Some aspects of our R& D efforts require significant short-term expenditures. As such, timing of such expenditures
may cause fluctuationsin our R& D expenses. In general, we have increased R& D activitiesin order to meet current

and future new product requirements of our customers and markets. R& D expenses as a percentage of net sales
may fluctuate from quarter to quarter.

Selling, General and Administrative (SG&A) Expenses

(inthousands) Three Months Ended Six Months Ended
Year- Year-
Over- Over-
September June 28, September Sequential Y ear September September Year
Net Sales 27,2008 2008 29, 2007 Change Change 27,2008 29, 2007 Change
SG& A Expenses $ 3,900 $ 3,796 $ 4,192 3% -1% $ 7,696 $ 7,838 -2%
Percentage of
Net Sales 17% 17% 19% 17% 18%

SG& A expenses consist primarily of employee related expenses, commissions to sales representatives, occupancy
expenses including expenses associated with our regional sales offices, cost of advertising and publications, and
outside professional services such as legal, auditing and tax.

SG&A expenses for the three months ended September 27, 2008 were $3,900,000, a decrease of $292,000 when
compared to $4,192,000 for the same period last year. The year-over-year decrease is primarily due to lower
commissions of $154,000, lower payroll and benefit expenses of $81,000, and lower occupancy and advertising
expenses of $41,000, partially offset by an increase in professional services of $108,000. SG& A expenses increased
$104,000 from $3,796,000 when compared to the prior quarter. The sequential increase resulted primarily from
higher tax consulting and legal expenses, aswell as salesman incentives.

SG&A expenses for the first six months of fiscal 2009 were $7,696,000, a reduction of $142,000 from $7,838,000
for the same period of last fiscal year. This decrease was primarily due to areduction in commissions and salesman
incentives of $366,000 and a reduction in payroll and benefit expenses of $222,000, partially offset by higher tax
consulting and legal expenses of $424,000.

I nterest | ncome and Other Income, Net

(in thousands) Three Months Ended Six Months Ended
Year- Year-
Over- Over-
September June 28, September Sequential Y ear September September Y ear
Net Sales 27,2008 2008 29, 2007 Change Change 27,2008 29, 2007 Change
Interest income
and Other
Income, Net $ 714 $ 975 $ 1,587 -27% -55% $ 1,689 $ 3,094 -45%
Percentage of
Net Sales 3% 4% 7% 4% 7%
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Interest income, which consists primarily of interest income from our cash, cash equivalents and short-term and
long-term investments, was $841,000 and $1,882,000 for the three and six months ended September 27, 2008,
respectively, compared to $1,441,000 and $2,821,000, respectively, for the same periods |ast fiscal year. The year-
over-year decreases in interest income resulted primarily from lower investment yields and to alesser extent from
lower cash and investment balances due to our stock repurchases through fiscal 2008. Interest income declined
$200,000 from $1,041,000 for the prior quarter. The sequential decrease was primarily caused by lower investment
yields, partially offset by a higher cash and investment balance.

Other income and expense, net, for the three and six months ended September 27, 2008 were expenses of $127,000
and $193,000, respectively, compared to income of $146,000 and $273,000 for the same periods in the prior fiscal
year, respectively, and an expense of $66,000 for prior quarter. The year-over-year and sequential differences were
primarily due to adecline in the fair value of investments held by our Supplemental Employee Retirement Plan.

Provision for | ncome Taxes

The income tax provision for the interim period represents federal, state and foreign taxes and reflects our
computed estimated annual effective tax rate. It differs from the taxes computed at the federa and state statutory
rates primarily due to the effect of foreign rate differentials, non-deductible stock-based compensation expense, tax
exempt interest income, FIN 48 tax contingencies and the domestic production activities deduction.

The provision for income taxes for the three months ended September 27, 2008 was $1,752,000 on income before
tax of $6,301,000 at the effective tax rate of 28%, compared to $2,045,000 on income before tax of $6,546,000 at
the effective tax rate of 31% for the same period in the prior fiscal year, and $1,453,000 on income before tax of
$5,893,000 at the effective tax rate of 25% for the prior quarter. The provision for income taxes for the six months
ended September 27, 2008 was $3,205,000 on income before tax of $12,194,000 at the effective tax rate of 26%
compared to $4,354,000 on income before tax of $13,328,000 at the effective tax rate of 33%. The decrease in the
estimated effective tax rate for the three months ended September 27, 2008 compared to same period in the prior
fiscal year is primarily due to shifts of income among jurisdictions with different tax rates. The decreasein the
estimated effective tax rate for the six months ended September 27, 2008 is primarily due to shifts of income
among jurisdictions with different tax rates and a favorable resolution of aprior year tax uncertainty of
approximately $295,000 including interest, recognized by usin the first quarter of fiscal 2009 as compared to same
period in the prior fiscal year. Also, because of this favorable resolution of approximately $295,000 in the first
guarter of fiscal 2009, the effective tax rate in second quarter of fiscal 2009 was sequentially higher.

We estimate our tax rate to be moderately lower in the third fiscal quarter of fiscal 2009 dueto areversal of certain
uncertain tax position liabilities and to the extension of federal R& D tax credits. The "Emergency Economic
Stabilization Act of 2008," which contains the "Tax Extenders and Alternative Minimum Tax Relief Act of 2008",
or the 2008 Tax Act, was signed into law on October 3, 2008. Under the 2008 Tax Act, the research credit was
retroactively extended for amounts paid or incurred after December 31, 2007 and before January 1, 2010. The
effects of the change in the tax law will be recognized in our third fiscal quarter, which isthe quarter in which the
2008 Tax Act was enacted. The Company is currently in the process of analyzing the impact of the 2008 Tax Act.

We maintain liabilities for uncertain tax positions within our income taxes payable account. The determination of
the liability amount involves considerable judgment and estimation, and is continuously monitored by management
based on the best information available including changes in tax regulations, the outcome of relevant court cases
and other information.
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Financial Condition
Overview

We ended the second quarter of fiscal 2009 with $134,837,000 in cash, cash equivalents, short-term and long-term
investments. This represents an increase of $13,577,000 when compared with the amount of $121,260,000 on
March 29, 2008. As of September 27, 2008, working capital was $70,015,000, an increase of $23,521,000 from
$46,494,000 as of March 29, 2008. Working capital is defined as current assets less current liabilities. The
increase in working capital was primarily the result of cash generated from operations and a partial redemption of
an ARS on July 10, 2008.

Liquidity and Capital Resources

In summary, our cash flows were as follows (in thousands):

Three Months Ended
September 27, September 29,
2008 2007
Net cash provided by operating activities $ 15,084 $ 8,289
Net cash provided by (used in) investing activities 9,596 (6,668)
Net cash provided by (used in) financing activities 1,274 (1,643)
Net increase (decrease) in cash and cash equivalents $ 25,954 $ (22)

Operating Activities

Net cash provided by operating activitiesis net income adjusted for certain non-cash items and changes in assets
and liabilities. For the six months ended September 27, 2008, net cash provided by operating activities was
$15,084,000. Thisincrease in cash resulted primarily from net income adjusted for non-cash items of $4,564,000,
aswell as adecrease in prepaid expenses and other assets of $1,874,000 and an increase in income taxes payable of
$538,000. Thisincrease in cash from operating activities was partially offset by an increase in trade accounts
receivable of $803,000 due to higher sales.

For the six months ended September 29, 2007, net cash provided by operating activities was $8,289,000. This
increase in cash was primarily attributable to net income adjusted for non-cash items of $2,868,000, an increase in
income taxes payable of $1,690,000, and an increase in trade accounts payable of $1,073,000, partially offset by an
increase in inventories of $3,457,000, an increase in trade accounts receivable of $1,953,000, and an increase in
prepaid expenses and other assets of $1,220,000.

I nvesting Activities

Investing cash flows consist typically of capital expenditures and purchases of short-term and long-term
investments, partialy offset by sales of short-term investments. Cash provided by investing activities for the six
months ended September 27, 2008 was $9,596,000. Thisincrease of cash included partial auction rate security
redemption at par value of $11,200,000, partially offset by capital expenditures of $1,246,000, such as for adding
production testing capacity and for wafer fab equipment upgrades, and $362,000 for purchase of trading securities
under our Supplemental Employee Retirement Plan during the first half of fiscal 2009.

We expect to spend approximately $4,000,000 for capital acquisitionsin fiscal 2009, of which we have spent
$1,246,000 during the six months ended September 27, 2008. We believe that we have substantial production
capacity in place to handle any projected increase in businessin fiscal 2009. Most of our property, plant and
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equipment, net, of $9,834,000 islocated in the United States. We also believe that existing cash and cash
equivalents together with cash flow from operations, will be sufficient to meet our liquidity and capital
reguirements through the next twelve months.

Cash used in investing activities for the six months ended September 29, 2007 was $6,668,000, primarily due to the
timing of purchases and sales of short-term investments and capital expenditures of $2,934,000.

Our investment portfolio is primarily comprised of auction rate securities (ARS) and money market funds. As of
September 27, 2008, the ARS we held had a par value of $89,400,000 and had contractual maturities generally
between 15 and 30 years. They arein the form of auction rate bonds backed by a pool of student loans, whose
interest rates are reset every seven to thirty-five days through an auction process. At the end of each reset period,
investors can sell or continue to hold the securities at par.

Since the fourth quarter of fiscal 2008, the auction rate securities market has experienced failures. In general, for
each unsuccessful auction, the interest rate moves to a maximum rate defined for each security, unless the interest
earned reaches the maximum amount stipulated by the prospectus. The principal associated with failed auctions
will not be accessible until successful auctions occur, a buyer isfound outside of the auction process, the issuers
establish adifferent form of financing to replace these securities, or final payments come due according to
contractual maturities ranging from 15 to 30 years. Although no assurance can be given, we expect that we will
receive the full principal associated with these auction-rate securities through one of the means described above.
We received a payment of $11,200,000 in July 2008, representing approximately 86% of our holding of one
security, which was redeemed at par value. We continue to believe that the credit quality of the auction rate
securities we hold is high, as they are backed by student loans and are primarily guaranteed by the United States
Department of Education and continue to be rated by the major independent rating agencies as either AAA or Aaa.

While the recent auction failures will limit our ability to liquidate these investments for some period of time and we
have, asaresult, reclassified our ARS investments as long-term, we do not believe the auction failures will
materially affect our ability to fund our working capital needs, capital expenditures, or other business requirements.
As of September 27, 2008, we had approximately $70,015,000 of working capital, including approximately
$50,837,000 of cash, cash equivalents, and short-term investments, and we have generated cash from our
operations for the past several years.

At September 27, 2008, all of our investmentsin ARS were reported at fair value. Due to the lack of availability of
observable market quotes on our investment portfolio of ARS, the fair value was estimated based on a discounted
cash flow model and included a discount factor for illiquidity of the auction rate securities market. The assumptions
used in the discounted cash flow model include estimates for interest rates, timing and amounts of cash flows,
liquidity of the underlying security, expected holding periods and contractual terms of the security.

Using this discounted cash flow model, we determined that there was atemporary impairment in fair value of our
ARS of $5,400,000 at September 27, 2008. This unrealized loss reflects the decline in the estimated fair value of

these securitiesin accordance with SFAS 115. We concluded that the impairment |osses were temporary in part due
to the following:

the decline in market value is due to unusual general market conditions;
recently, some ARS were redeemed at par value;

these investments are of high credit quality and a significant portion of them are collateraized and are
guaranteed by the US Department of Education;

there have been no defaults on the ARS we held as of September 27, 2008;
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their AAA or Aaacredit ratings have not been reduced as of September 27, 2008;

we have the intent and ability to hold these investments until the anticipated recovery in market value occurs;
and

we received a payment of $11,200,000 in July 2008, representing approximately 86% of our holding of one
ARS, which was redeemed at par value.

Financing Activities

Financing cash flows consist primarily of proceeds from the exercise of stock options under the 1991 and 2001
Plans and sale of stock through the ESPP, reclassification of non-cash excess tax benefit from operating into
financing activities as required by SFAS 123R, and of repurchases of stock on the open market. Net cash provided
by financing activities for the six months ended September 27, 2008 was $1,274,000 primarily due to the proceeds
from the exercise of stock options and stock purchases under the ESPP of $1,218,000 and excess tax benefit of
$56,000 related to stock based compensation.

Net cash used by financing activities for the six months ended September 29, 2007 was $1,643,000, which resulted
primarily from the repurchase of 104,800 shares of our common stock for $3,249,000. This was partially offset by
proceeds from the exercise of stock options and stock purchases under the ESPP totaling $1,425,000 and excess tax
benefit of $181,000 related to stock based compensation.

Off-Balance Sheet Arrangements

We do not have nor have we ever had any off-balance sheet arrangements that have, or are likely to have, a current
or future material effect on our financial condition, sales, expenses, results of operations, liquidity, capital
expenditures, or capital resources.

Contractual Obligations

We purchase products from avariety of suppliers and use several contract assemblers to provide manufacturing
services for our products. During the normal course of business, in order to manage manufacturing lead times and
help assure adequate component supply, we enter into agreements with contract assemblers and suppliers that either
allow them to procure inventory based upon criteria as defined by us or establish the parameters defining our
reguirements. In certain instances, these agreements allow us the option to cancel, reschedule, and adjust our
reguirements based on our business needs prior to firm orders being placed. Consequently, only a portion of our
reported purchase commitments, arising from these agreements, are firm, non-cancelable, and unconditional
commitments.

The following table summarizes our significant contractual cash obligations at September 27, 2008, and the effects
such abligations are expected to have on our liquidity and cash flow in future periods (in thousands):

Payment Due by Year

Contractual Obligations Total Lessthan 1 Year 1-2Years 2-3Years
Operating |ease obligations $ 2,852 $ 1,170 $ 1,065 $ 617
Purchase obligations 7,791 7,621 114 56
Total contractual cash obligations $10,643 $ 8791 $1,179 $ 673
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@ We lease facilities under non-cancelable lease agreements expiring at various times through September 2011.
Rental expense net of sublease income for the three and six months ended September 27, 2008 amounted to
$302,000 and $552,000, respectively.

Effective April 1, 2007, we adopted the provisions of FIN 48 (see Note 7). As of September 27, 2008, the liability
for uncertain tax positions, net of offsetting tax benefits associated with the correlative effects of potential transfer
pricing adjustments, state income taxes, interest deductions, and other receivables was $2,767,000. As of
September 27, 2008, we have accrued $282,000 of interest and $444,000 of penalties associated with our uncertain
tax positions. We did not include these obligations in the table above as we cannot determine on the timing of cash
payments that will be made associated with these uncertain tax positions.

Recent Accounting Pronouncements

In October 2008, the Financial Accounting Standards Board (FASB) issued FSP SFAS No. 157-3, “ Determining
the Fair Value of a Financial Asset When The Market for That Asset Is Not Active” (FSP157-3), to clarify the
application of the provision of SFAS 157 in an inactive market and how an entity would determine fair valuein an
inactive market. FSP 157-3 is effective immediately and applies our September 27, 2008 financial statements. The
application of the provisions of FSP 157-3 did not materially affect our results of operations or financial condition,
as of and for the period ended September 27, 2008.

In March 2008, the FASB issued FASB Statement No. 161, “ Disclosures about Derivative Instruments and
Hedging Activities” (SFAS 161). The new standard is intended to improve financial reporting about derivative
instruments and hedging activities by requiring enhanced disclosures to enable investors to better understand their
effects on an entity’ s financial position, financial performance, and cash flows. It is effective for financial
statementsissued for fiscal years and interim periods beginning after November 15, 2008 (March 29, 2009 for us).
We currently assessing the potential impact that the adoption of SFAS 161 will have on our Consolidated Financial
Statements, but do not expect it to have a material effect.

In December 2007, the FASB issued Statement of Financial Accounting Standards No. 160, Noncontrolling
Interestsin Consolidated Financial Satements, an amendment of ARB No. 51 (SFAS 160). SFAS 160 will change
the accounting and reporting for minority interests, which will be recharacterized as non-controlling interests and
classified as a component of equity. SFAS 160 is effective for both public and private companies for fiscal years
beginning on or after December 15, 2008 (March 29, 2009 for us). SFAS 160 requires retroactive adoption of the
presentation and disclosure requirements for existing minority interests. All other requirements of SFAS 160 shall
be applied prospectively. We are currently assessing the potentia effect that the adoption of SFAS 160 will have on
our Consolidated Financial Statements, but do not expect it to have a material effect.

In December 2007, the FASB issued Statement of Financial Accounting Standard No. 141 (revised 2007),
“Business Combinations’ (SFAS 141(R)). The revised standard continues the movement toward the greater use of
fair valuesin financia reporting. SFAS 141(R) will significantly change how business acquisitions are accounted
for and will affect financial statements both on the acquisition date and in subsequent periods. SFAS 141(R) is
effective for both public and private companies for fiscal years beginning on or after December 15, 2008 (March
29, 2009 for us). SFAS 141(R) will be applied prospectively, meaning in our case it will apply to acquisitions
occurring on or after March 29, 2009. We are currently ng the potential effect that the adoption of SFAS
141(R) will have on our Consolidated Financial Statements, but do not expect it to have amaterial effect.

In thefirst quarter of fiscal 2009, we adopted Statement of Financial Accounting Standard No. 157 “Fair Value
Measurements’ (SFAS 157) for all financia assets and financial liabilities. SFAS 157 defines fair value, establishes
aframework for measuring fair value, and enhances fair value measurement disclosure. The adoption of SFAS 157
did not have a significant effect on our Consolidated Financial Statements, and the resulting fair value calculated
under SFAS 157 after adoption did not significantly differ from the fair values that would have been calculated
under previous guidance. See Note 2 to the Consolidated Financial Statements for further discussion.
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In February 2008, the FASB issued FSP FAS 157-2 which delayed the effective date of SFAS 157 for all non-
financial assets and non-financial liabilities except those that are recognized or disclosed at fair valuein the
financial statements on arecurring basis (at least annually). The FSP partially defers the effective date of SFAS 157
to fiscal years beginning after November 15, 2008 and interim periods within those fiscal years for items within the
scope of this FSP (March 29, 2009 for us). We are currently assessing the potential effect that the adoption of FSP
FAS 157-2 will have on our Consolidated Financial Statements.

In February 2007, the FASB issued Statement of Financial Accounting Standard No. 159, “ The Fair Value Option
for Financial Assets and Financial Liabilities’ (SFAS 159), which permits entities to elect to measure many
financial instruments and certain other items at fair value that are not currently required to be measured at fair
value. This election isirrevocable. The standard requires that unrealized gains and losses are reported in earnings
for items measured using the fair value option. SFAS 159 also requires cash flows from purchases, sales, and
maturities of trading securities to be classified based on the nature and purpose for which the securities were
acquired. SFAS 159 became effective for Supertex in first quarter of fiscal 2009.We did not elect the fair value
option for any of our financial assets or liabilities. We assessed the nature and the purpose of our investment in
trading securities and reclassified purchases of trading securities from operating cash flow to investing cash flow
based upon paragraph 16 of SFAS 159. The cash flows of $362,000 from trading securities were classified as
investing activities for the six months ended September 27, 2008.

Available | nformation

Wefile electronically with the SEC our annual reports on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K, and amendments, if any, to those reports pursuant to Section 13(a) or 15(d) of the Securities
Exchange Act of 1934. The SEC maintains an Internet site at http://www.sec.gov that contains these reports, proxy
and information statements and other information regarding Supertex, Inc. We make available free of charge and
through our Internet website at www.supertex.com copies of these reports as soon as reasonably practicable after
filing or furnishing the information to the SEC. Copies of such documents may be requested by contacting our
Investor Relations department at (408) 222-4295.

Item 3. Quantitative and Qualitative Disclosures About Market Risk
I nterest Rate Risk

We are exposed to financial market risks due primarily to changes in interest rates. We do not use derivativesto
alter the interest characteristics of the investment securities. We have no holdings of derivative or commodity
instruments. Our investment portfolio is primarily comprised of auction rate securities (ARS) and money market
funds. Investments and cash and cash equivalents generated interest income of $841,000 and $1,882,000 in the
three and six months ended September 27, 2008, respectively. A significant change in interest rates, as has recently
occurred, would affect the amount of interest income generated from our excess cash and investments. As of
September 27, 2008, we had no long-term debt outstanding.

ARS are subject to the risk that the secondary market might fail to provide the liquidity opportunity at the rate reset
points. Thisrisk, which we have recently encountered with regard to our ARS, manifests itself in sponsoring
broker-deal ers withdrawing from the auction process that provides the rate reset and liquidity. We believe declines
inour ARS fair values due to the lack of liquidity to be temporary. Due to this temporary impairment in value of
our ARS, we recorded an unrealized loss of $5,400,000 in fair value as of September 27, 2008.

As of September 27, 2008, the ARS we held had atotal par value of $89,400,000 and had contractual maturities
generally between 15 and 30 years. In the three months ended September 27, 2008, we recorded an additional
$1,782,000 declinein the fair value of our ARS resulting from the recent fluctuation in bond rates.
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Our ARS are in the form of auction rate bonds whose interest rates are reset every seven to thirty-five days through
an auction process. At the end of each reset period, investors can sell or continue to hold the securities a par. The
ARS we hold are backed by student loans and also are primarily guaranteed by the United States Department of
Education. In addition, al the ARS we hold are rated by the major independent rating agencies as either AAA or
Aaa. Asaresult, we believe the credit risk isvery low.

Under the contractual terms, the issuer is obligated to pay penalty rates should an auction fail. In the event we need
to access the funds associated with failed auctions, they are not expected to be available until one of the following
occurs: a successful auction occurs, the issuer redeems the issue, abuyer is found outside of the auction process or
the underlying security has matured.

If theissuer of the ARS is unable to successfully close future auctions or does not redeem the auction rate
securities, or the United States government fails to support its guaranty of its obligations, we may be required to
adjust the carrying value of these ARS and record other-than-temporary impairment charges in future periods,
which could materially affect our financial condition. However, we expect that we will receive the principal
associated with these ARS through one of the means described above.

Foreign Currency Exchange Risks

We do not hedge any potential risk from any foreign currency exposure. With our operationsin Hong Kong, we
face exposure to an adverse change in the exchange rate of the Hong Kong dollar. We believe that our exposureis
relatively small, thus we do not employ hedging techniques designed to mitigate this foreign currency exposure.
Likewise, we could experience unanticipated currency gains or losses. Asthelevel of activity at this operation
changes over time, actual currency gains or losses could have an adverse effect to our consolidated financial
statements.

Item 4. Controlsand Procedures
(a) Disclosure Controlsand Procedures.

Disclosure Controls and Procedures. Our disclosure controls and procedures are designed to ensure that
information required to be disclosed in our reports filed under the Securities Exchange Act of 1934 isrecorded,
processed, summarized, and reported within the time periods specified in the SEC’ s rules and forms, including,
without limitation, that such information is accumulated and communicated to our management, including our
principal executive and financia officers, as appropriate to alow timely decisions regarding required disclosures.

Limitations on the Effectiveness of Disclosure Controls. In designing and evaluating our disclosure controls and
procedures, we recognized that disclosure controls and procedures, no matter how well conceived and operated, can
provide only reasonable, not absolute, assurance that the objectives of the disclosure controls and procedures are
met. Additionally, in designing disclosure controls and procedures, we necessarily were required to apply our
judgment in evaluating the cost-benefit relationship of possible disclosure controls and procedures. The design of
any disclosure controls and procedures also is based in part upon certain assumptions about the likelihood of future
events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential
future conditions.

Evaluation of Disclosure Controls and Procedures. Our Chief Executive Officer and Chief Financial Officer have
evaluated the effectiveness of the design and operation of our disclosure controls and procedures as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e) as of September 27, 2008, and have determined that they are effective
at the reasonabl e assurance level.

(b) Internal Control over Financial Reporting.
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Our internal control over financia reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) is
designed to provide reasonable assurance regarding the reliability of our financial reporting and preparation of
financial statements for externa purposes in accordance with GAAP. There were no changesin our internal
control over financial reporting that occurred during the second quarter of fiscal 2009 that have materially affected,
or are reasonably likely to materially affect such control.

PART Il - OTHER INFORMATION

Item 1. Legal Proceedings

From time to time we are subject to possible claims or assessments from third parties arising in the normal course
of business. We have reviewed such possible claims and assessments with legal counsel and believethat itis

unlikely that they will result in amaterial adverse effect on our financial position, results of operations or cash
flows.

Item 1A. Risk Factors

Set forth below is amaterial update to the risk factors discussed in our Annual Report on Form 10-K for
the year ended March 29, 2008.

Adver se economic conditions may harm our business.
Unfavorable economic conditions, including the possibility of arecession and recent disruptions to the credit and
financial markets, could cause customers to slow spending. If consumer and capital spending slow down, demand
for our products would decrease and our revenues would be adversely affected. In addition, during challenging
economic times our customers may face issues gaining timely access to sufficient credit, which may impair the
ability of our customersto pay for products they have purchased. Any of the above could cause us to increase our
allowance for doubtful accounts and write-offs of accounts receivable, or otherwise have amaterial effect on our
business, results of operations, financial condition and cash flows.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

None

Item 3. Defaults Upon Senior Securities

None



Item 4. Submission of Mattersto a Vote of Security Holders

At the Company’s August 15, 2008, Annual Meeting of Shareholders, the Company’s shareholders
re-elected the existing board of directors and ratified the selection of PricewaterhouseCoopers LLP asthe
Company’ sindependent registered public accounting firm for fiscal 2009. Of the 12,833,036 shares of
common stock outstanding as of the record date of June 20, 2008, atotal of 11,278,356 shares were voted
in person or by proxy, representing 88% of the total votes entitled to be cast, constituting a majority and
therefore more than a quorum of the outstanding shares entitled to vote. V otes were cast as follows:

Votes
Vote Withheld/ Broker
Vote For Against Abstentions Non-Vote
1 Election of Directors
Henry Pao 11,209,556 0 68,800 0
Ben Choy 10,758,558 0 519,798 0
Mark Loveless 11,221,369 0 56,987 0
Elliott Schlam 11,220,269 0 58,087 0
Milton Feng 11,221,069 0 57,287 0
2. Proposal to ratify the appointment of PricewaterhouseCoopers L LP as the independent
registered public accounting firm of the Company for the fiscal year ending March 28, 20009.
Vote For Vote Against Abstentions Broker Non-Votes
11,271,228 7,083 45 0

[tem 5. Other Information
None
Item 6. Exhibits

Exhibit 31.1 & 31.2 - Certification of Chief Executive Officer and of Chief Financial Officer pursuant to
Securities and Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Exhibit 32.1 & 32.2 - Certification of Chief Executive Officer and of Chief Financial Officer pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002.
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SIGNATURE
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.

SUPERTEX, INC.
(Registrant)

Dated: November 5, 2008
By: /S/PHILLIPA. KAGEL
Phillip A. Kagel
Vice President, Finance and Chief Financial Officer
(Principal Financial and Accounting Officer)
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Exhibit 31.1
Certifications Under Rule 13a-14(a)/15d-14(a)

I, Henry C. Pao, certify that:
1. | havereviewed this quarterly report on Form 10-Q of Supertex, Inc., a California corporation;

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

3. Based on my knowledge, the financial statements, and other financial information included in this
quarterly 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 quarterly report;

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

(a8) 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 me by others within those entities, particularly during the period in
which this quarterly report is being prepared;

(b) designed such internal control over financia 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 financia statements for external purposes in accordance with GAAP;

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

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

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

(@ 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 data and have identified for the registrant's auditors any material weaknessesin
internal controls; and

(b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant'sinternal control over financia reporting.

Dated: November 5, 2008 /[SSHENRY C. PAO
Henry C. Pao, Ph.D.
President & Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2
Certifications Under Rule 13a-14(a)/I5d-14(a)

I, Phillip A. Kagel, certify that:
1. | havereviewed this quarterly report on Form 10-Q of Supertex, Inc., a California corporation;

2. Based on my knowledge, this quarterly 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 mis eading with respect to the period covered by this quarterly report;

3. Based on my knowledge, the financial statements, and other financial information included in this
quarterly 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 quarterly report;

4. Theregistrant’s other certifying officer and | are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) 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 me by others within those entities, particularly during the period in
which this quarterly report is being prepared;

(b) designed such internal control over financia 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 GAAP;

(c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this
report our conclusion 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 inthisreport any change in the registrant’ sinternal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to
materially affect, the registrant’ s internal control over financial reporting; and

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

(@ 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 data and have identified for the registrant's auditors any material weaknessesin
internal controls; and

(b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant'sinternal control over financia reporting.

Dated: November 5, 2008 [SIPHILLIPA. KAGEL
Phillip A. Kagel
Vice President, Finance and Chief Financial Officer
(Principal Financial and Accounting Officer)




Exhibit 32.1

Statement of Chief Executive Officer under 18 U.S.C. § 1350

I, Henry C. Pao, the chief executive officer of Supertex, Inc., a California corporation (the “Company™),
certify pursuant to Section 1350 of Chapter 63 of Title 18 of the United States Code, that to my knowledge:

() the quarterly report of the Company on Form 10-Q for the period ended September 27, 2008, as
filed with the Securities and Exchange Commission (the “Report™), fully complies with the

requirements of Section 13(a) or 15(d), whichever is applicable, of the Securities Exchange Act of
1934, and

(i) the information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company at the dates and for the periods indicated.

Dated: November 5, 2008 /[SHENRY C. PAO
Henry C. Pao, Ph.D.

President & Chief Executive Officer
(Principal Executive Officer)

Exhibit 32.2

Statement of Chief Financial Officer under 18 U.S.C. 8 1350

I, Phillip A. Kagel, the chief financial officer of Supertex, Inc., a California corporation (the “ Company”),
certify pursuant to Section 1350 of Chapter 63 of Title 18 of the United States Code, that to my knowledge:

() the quarterly report of the Company on Form 10-Q for the period ended September 27, 2008, as
filed with the Securities and Exchange Commission (the “Report™), fully complies with the

requirements of Section 13(a) or 15(d), whichever is applicable, of the Securities Exchange Act of
1934, and

(i) the information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company at the dates and for the periods indicated.

Dated: November 5, 2008 [S’IPHILLIPA. KAGEL
Phillip A. Kagel
Vice President, Finance and Chief Financial Officer
(Principal Financial and Accounting Officer)

The material contained in this Exhibits 32.1 and 32.2 is not deemed “ filed” with the SEC and is not to be incorporated by
reference into any filing of the Company under the Securities Act of 1933 or the Securities Exchange Act of 1934, whether
made before or after the date hereof and irrespective of any general incorporation language contained in such filing.



