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PART I - FINANCIAL INFORMATION 

Item 1.  Financial Statements 

SUPERTEX, INC. 
CONDENSED CONSOLIDATED STATEMENTS OF INCOME 

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

 
  Three Months Ended   Nine Months Ended 

  
December 26, 

2009  
December 27, 

2008  
December 26, 

2009  
December 27, 

2008 
Net sales   $     16,735    $    17,596    $     46,165    $    63,800  
Cost of sales 8,717  8,076  23,616  28,240 

Gross profit 8,018  9,520  22,549  35,560 
Research and development 3,757  3,467  11,366  11,306 
Selling, general and administrative 3,183  3,157  9,131  10,853 

Total operating expenses 6,940  6,624  20,497  22,159 
Income from operations  1,078  2,896  2,052  13,401 
Interest income 223  881  838  2,763 

Other income(expense), net 282        (1,025)  1,306  
             

(1,218) 
Income before provision for income 
taxes  1,583  2,752  4,196  14,946 

(Benefit from) provision for income 
taxes  (391)  140  234  3,345 

Net income  $       1,974    $     2,612    $        3,962    $      11,601  

         
Net income per share         

Basic  $         0.15    $       0.20    $          0.31    $        0.90  

Diluted  $         0.15    $       0.20    $          0.31    $        0.90  

Shares used in per share computation:         
Basic 12,921  12,854               12,902   12,824 

Diluted 13,005  12,925               12,985   12,923 

 
See accompanying Notes to Unaudited Condensed Consolidated Financial Statements. 
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SUPERTEX, INC. 
CONDENSED CONSOLIDATED BALANCE SHEETS 

 (unaudited, in thousands) 
 

  
December 26, 

2009  
March 28, 

2009 
ASSETS     
Current Assets:     

Cash and cash equivalents   $          5,503    $     24,244  
Short-term investments  74,925  33,294 
Trade accounts receivable, net  9,544  8,115 
Inventories, net  16,386  15,700 
Prepaid expenses and other current assets  3,059  1,654 
Prepaid income taxes  4,965  4,588 
Deferred income taxes  7,625  7,625 

Total current assets  122,007  95,220 
Long-term investments  68,800  79,496 
Property, plant and equipment, net  7,318  8,473 
Other assets  384  389 
Deferred income taxes  4,148  6,726 

Total assets   $       202,657    $   190,304  

     
     
LIABILITIES AND SHAREHOLDERS’ EQUITY     
Current Liabilities:     

Trade accounts payable   $           3,391    $       2,934  
Accrued salaries and employee benefits  10,891  8,909 
Other accrued liabilities  723  888 
Deferred revenue  3,331  3,276 
Income taxes payable  613  1,882 

Total current liabilities  18,949  17,889 
Income taxes payable, noncurrent  4,588  4,839 

Total liabilities  23,537  22,728 
     
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 12,934 shares and 12,872 shares  63,240  59,549 

Accumulated other comprehensive loss            (1,603)         (5,494) 
Retained earnings  117,483  113,521 

Total shareholders' equity  179,120  167,576 
Total liabilities and shareholders' equity   $        202,657    $    190,304  

     
 
See accompanying Notes to Unaudited Condensed Consolidated Financial Statements. 
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SUPERTEX, INC. 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

(unaudited, in thousands) 
 

  Nine Months Ended   

  
December 26, 

2009  
December 27, 

2008 

CASH FLOWS FROM OPERATING ACTIVITIES     
Net income   $        3,962    $       11,601  
Non-cash adjustments to net income:    

Depreciation and amortization                 2,016                 2,479  
Provision for doubtful accounts and sales returns                    440                    468  
Provision for excess and obsolete inventories                 3,076          1,890  
Deferred income taxes                    99                    94  
Stock-based compensation                 2,529                 2,039  
Tax benefit related to stock-based compensation plans                    110                    203  
Excess tax benefit related to stock-based compensation                   (25)                   (57) 
Unrealized (gain) loss from short-term investments, categorized as trading               (1,359)               1,273  
Loss on disposal of property, plant and equipment                      5                     -    

Changes in operating assets and liabilities:    
Trade accounts receivable         (1,889)        3,031 
Inventories                (3,762)       (2,215) 
Prepaid expenses and other assets        (1,380)                2,352  
Prepaid income taxes (377) - 
Trade accounts payable and accrued expenses        2,247       (2,590) 
Deferred revenue                  55                   429  

Income taxes payable                (1,520)                   221  

Net cash provided by operating activities                 4,227               21,218  

CASH FLOWS FROM INVESTING ACTIVITIES     
Purchases of property, plant and equipment, net                  (839)          (1,803) 
Purchases of investments             (72,369)                  (540) 
Sales of investments                9,278                164  

Maturities of investments              39,885   12,150  

Net cash (used in) provided by investing activities              (24,045)                9,971  

CASH FLOWS FROM FINANCING ACTIVITIES     

Proceeds from exercise of stock options and employee stock purchase plan               1,052                  1,607  

Excess tax benefit related to stock-based compensation                    25                      57  

Net cash provided by financing activities             1,077                 1,664  

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS         (18,741)               32,853  
     
CASH AND CASH EQUIVALENTS:     

Beginning of period                24,244                17,902  

End of period    $           5,503    $        50,755  

     
Supplemental cash flow disclosures:     

Income taxes paid, net of refunds    $            2,552    $          1,941  
     
Supplemental disclosure of non-cash activities:     

Additions to property, plant and equipment included in accounts payable and 
accrued expenses   $                 27    $               2  

 
See accompanying Notes to Unaudited Condensed Consolidated Financial Statements. 
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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.  This financial 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 
December 26, 2009 and March 28, 2009, results of operations for the three and nine months ended December 
26, 2009 and December 27, 2008, and cash flows for the nine months ended December 26, 2009 and December 
27, 2008.  The March 28, 2009 balance sheet was derived from the audited financial statements included in the 
fiscal 2009 Annual Report on Form 10-K, but does not include all disclosures required by GAAP in the United 
States of America.  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 (“SEC”).  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 financial statements should be read in 
conjunction with the audited consolidated financial statements of Supertex, Inc. for the fiscal year ended March 
28, 2009, which were included in the fiscal 2009 Annual Report on Form 10-K. 

The preparation of financial statements in 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 at the date of the financial statements as well 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 nine 
months ended December 26, 2009 are not necessarily indicative of the results to be expected for any future 
periods. 

The Company reports on a fiscal 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 falls into the fourth quarter of the fiscal year.  Fiscal 2010 will be a 53-week year.  The three 
months ended December 26, 2009 and December 27, 2008, both consist of thirteen weeks.  

The Company has performed an evaluation of subsequent events through February 4, 2010, which is the date the 
financial statements were issued. 

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. 

Recent Accounting Pronouncements  

In April 2009, The Financial Accounting Standards Board (“FASB”) issued additional authoritative guidance for 
fair value measurement, which highlights and expands on the factors that should be considered in estimating fair 
value when there has been a significant decrease in market activity for a financial asset.  This guidance is 
effective for interim and annual periods ending after June 15, 2009, with early adoption permitted for periods 



  SUPERTEX, INC. 
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (CONTINUED) 

(unaudited) 
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ending after March 15, 2009. The adoption of this guidance did not have a material effect on the Company’s 
Consolidated Financial Statements.  

In May 2009, FASB issued authoritative guidance for subsequent events, which establishes general standards of 
accounting for and disclosure of events that occur after the balance sheet date but before financial statements are 
issued or are available to be issued.  Although there is new terminology, the guidance is based on the same 
principles as those that currently exist in the auditing standards.  This guidance is effective for interim or annual 
periods ending after June 15, 2009.  The adoption of this guidance did not have a significant effect on the 
Company’s Consolidated Financial Statements.  

In June 2009, FASB issued authoritative guidance for transfers of financial assets, which identifies specific 
disclosure objectives, and explicitly states that these objectives apply regardless of whether this guidance 
requires specific disclosures. The specific disclosures required are minimum requirements and an entity may 
need to supplement the required disclosures depending on the facts and circumstances of a transfer, the nature of 
an entity’s continuing involvement with the transferred financial assets, and the effect of an entity’s continuing 
involvement on the transferor’s financial position, financial performance, and cash flows. Disclosures required 
by other GAAP for a particular form of continuing involvement shall be considered when determining whether 
the disclosure objectives of this guidance have been met.  This guidance must be applied as of the beginning of 
each reporting entity’s first annual reporting period that begins after November 15, 2009 (April 4, 2010 for the 
Company), for interim periods within the first annual reporting period, and for interim and annual reporting 
periods thereafter. Earlier application is prohibited. This guidance must be applied to transfers occurring on or 
after the effective date.  The Company is currently assessing the potential effect that the adoption of the 
guidance will have on its Consolidated Financial Statements, but does not expect it to have a material effect. 

In June 2009, FASB issued authoritative guidance to eliminate the quantitative approach previously required for 
determining the primary beneficiary of a variable interest entity, among other changes.  It is effective as of the 
beginning of each reporting entity’s first annual reporting period that begins after November 15, 2009 (April 4, 
2010 for the Company), for interim periods within the first annual reporting period, and for interim and annual 
reporting periods thereafter. Earlier application is prohibited. The Company is currently assessing the potential 
effect that the adoption of the guidance will have on its Consolidated Financial Statements, but does not expect 
it to have a material effect.  

Note 2 – Fair Value  

In the first quarter of fiscal year 2009, the Company adopted the authoritative guidance for fair value 
measurements and the fair value option for financial assets and financial liabilities. This guidance defines fair 
value, thereby eliminating inconsistencies in guidance found in various prior accounting pronouncements, and 
enhances disclosures surrounding fair value calculations. 

Fair value is defined as the price that would be received from selling an asset and paid to transfer a liability in an 
orderly transaction between market participants at the measurement date. When determining 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 as inherent risk, transfer restrictions, and risk of 
nonperformance. 

The guidance 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: 
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Level 1 – Unadjusted quoted market prices for identical assets or liabilities in 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, loss 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. 

The guidance requires the Company to maximize the use of observable inputs and minimize the use of 
unobservable inputs. If a financial instrument uses input 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 a recurring 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’s investment 
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 a 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 five years. The estimated fair value of the 
Company’s ARS ranges from $68,200,000 to $70,400,000. The Company believes this estimated range of fair 
values of its ARS is appropriate taking into consideration historical ARS market data, the possibility of 
development of a secondary market for ARS, recent market participant behavior, and public policy implications 
associated with the student loan based ARS market. The Company concluded that the fair value of its ARS was 
$68,800,000 as of December 26, 2009 net of a temporary impairment of $2,650,000 to par value.  

The Company also considered the quality, amount of collateral, and US government guarantee for the ARS and 
looked to other marketplace transactions and information received from other third party brokers in 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 therefore the Company’s ARS are classified as 
Level 3 in the hierarchy. 
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The following tables summarize assets and liabilities measured at fair value on a recurring basis as of December 
26, 2009 and March 28, 2009, excluding accrued interest (in thousands): 

  December 26, 2009 

   Level 1  Level 2  Level 3  Total 

Assets:         

Money market funds   $               -   $   2,362   (1)  $           -   $   2,362  

Municipal bonds    65,931    65,931 

US treasury bonds    1,864    1,864 

Equity mutual funds related to non-qualified 
deferred compensation plan  7,130                   -   

                   
-   7,130 

Long-term investments in ARS                    -                    -   68,800  68,800 

Total assets at fair value  $        7,130   $   70,157   $  68,800   $ 146,087  

Liabilities:         

Obligation related to non-qualified deferred 
compensation plan  $        7,130    $            -     $           -    $     7,130  

 
  March 28, 2009 
  Level 1  Level 2  Level 3  Total 

Assets:         
Money market funds   $               -    $    18,382  (1)  $                -    $   18,382  
Municipal bonds          21,077  (2)       21,077  
Variable rate demand notes    1,000          1,000 
Corporate bonds            6,557  (3)         6,557  
Commercial paper               992              992  
Equity mutual funds related to non-qualified 
deferred compensation plan           5,513                   -                     -         5,513  
Short-term investments in ARS                    -                50                     -              50  
Long-term investments in ARS                    -                    -           79,496       79,496  

Total assets at fair value   $       5,513    $    48,058    $      79,496    $ 133,067  

         
Liabilities:         

Obligation related to non-qualified deferred 
compensation plan   $       5,513    $               -     $                -     $     5,513  

 
_________________________ 

(1)  All of the money market funds were classified as cash equivalents as of December 26, 2009 and March 28, 2009. 
(2)  Included in municipal bonds was $1,635,000, which was classified as a cash equivalent as of March 28, 2009. 
(3) Included in corporate bonds was $260,000, which was classified as a cash equivalent as of March 28, 2009. 
 



  SUPERTEX, INC. 
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (CONTINUED) 

(unaudited) 
 

10 
 
 

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

Fair value measurements of assets using level 3 inputs  Long-term investments in ARS 
Beginning balance at March 28, 2009   $                           79,496  
Redemption of investments in ARS                  (3,000) 
Unrealized gain recorded in "Accumulated other comprehensive loss"                            3,607  
Ending balance at June 27, 2009                            80,103  
Reclassification from level 3 to level 2 assets                       (13,700) 
Unrealized gain recorded in "Accumulated other comprehensive loss"                               2,231  
Ending balance at September 26, 2009                             68,634  
Redemption of investments in ARS  (250) 
Unrealized gain recorded in "Accumulated other comprehensive loss"  416 
Ending balance at December 26, 2009  $                           68,800 

 
During the nine months ended December 26, 2009, the Company received redemptions at par value of 
$16,950,000 relating to ARS classified as level 3 assets and $50,000 relating to ARS classified as level 2 assets 
as of March 28, 2009.  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 investments in money market funds, municipal bonds and 
corporate bonds as follows (in thousands): 

  December 26, 2009  March 28, 2009 
Cash   $             3,141   $               3,967  
Cash equivalents:     

Money market funds  2,362                    18,382  
Municipal bonds                                   -                         1,635  
Corporate bonds                                   -                            260  

Total cash and cash equivalents   $           5,503    $               24,244  
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The Company’s portfolio of short-term and long-term investments is as follows (in thousands): 

  December 26, 2009  March 28, 2009 

  
Amortized 

Cost  
Unrealized 

Gain  
Unrealized 

Loss  
Carrying 

Value  
Amortized 

Cost  
Unrealized 

Gain  
Unrealized 

Loss  
Carrying 

Value 
                 
Short-term 
investments:                 
                 
Trading 
securities   $      7,130    $             -     $            -     $    7,130    $       5,513    $            -     $              -     $   5,513  
                 
Available-for-
sale securities:                 
                
ARS               -                  -                  -                  -                 50                  -                    -              50  
                
Municipal 
bonds 

             
65,904  

                    
40   

                    
(13)  

          
65,931  

             
19,438   

                      
4                  -         19,442  

                
Treasury 
bonds 

             
1,865                        

                    
(1)  

          
1,864                 -                    -                    -                  -    

                
Variable rate 
demand notes                -                    -                    -                  -     

               
1,000                  -                    -     

               
1,000  

                
Corporate 
bonds                   -   

                      
-   

                    
-                -   

               
6,393                  -     

                  
(96)  

               
6,297  

                
Commercial 
paper                -                    -                    -                  -     

                  
990   

                      
2                  -     

                  
992  

                 
Total short-
term 
investments   $    74,899    $           40    $           (14)   $  74,925    $     33,384    $           6    $        (96)   $  33,294  

                 

Long-term 
investments:                 

Available-for-
sale ARS   $    71,450     $             -      $    (2,650)   $  68,800    $     88,400     $           -      $    (8,904)   $  79,496  
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The Company’s short-term and long-term investments by contractual maturity are as follows (in thousands): 

  December 26, 2009  March 28, 2009 
Short-term investments:     
Trading securities:     
Due in one year or less   $                7,130    $              5,513  
Available-for-sale securities:     
Due in one year or less                67,795               26,731  
Due after ten years              -                 1,050  
Total short-term investments   $              74,925    $            33,294  

     
Long-term investments:     
Available-for-sale securities at amortized cost:     
Due after ten years   $              68,800  (1)  $            79,496  
Total long-term investments   $              68,800    $            79,496  

___________________________________ 
(1)  Subsequent to December 26, 2009, the Company received $2,250,000 on a redemption of an ARS at par value. 
 
Short-term investments classified as trading securities consisted entirely of investments in mutual funds held by 
the Company’s Non-Qualified Deferred Compensation Plan (“NQDCP”). Unrealized gains on trading securities 
were $328,000 and $1,359,000 for the three and nine months ended December 26, 2009, compared to losses of 
$1,069,000 and $1,273,000, respectively, for the same periods of the prior fiscal year. 

The Company’s available-for-sale portfolio as of December 26, 2009 is composed of ARS, municipal and US 
treasury bonds. These securities are reported at fair value in accordance with the authoritative guidance for 
accounting for investments in debt and equity securities. 

During the three months ended December 26, 2009, the Company disposed of municipal bonds totaling 
$3,435,000, approximately at par value. For the nine months ended December 26, 2009, the Company disposed 
of municipal bonds and corporate bonds totaling $5,631,000 and $3,613,000, respectively, approximately at par 
value. The net realized gains from these transactions were not material.  

The ARS are investments with contractual maturities between 15 and 31 years. They are in the form of auction 
rate bonds whose interest rates had historically been reset every seven to thirty-five days through an auction 
process. At the end of each reset period, investors could 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. 

ARS with a par value of $71,450,000 were classified as non-current assets and were presented as long-term 
investments on the Company’s balance sheet as of December 26, 2009.  

The Company has concluded that the decline in fair value of the ARS investments, as of December 26, 2009, is 
considered to be temporary in part due to the following: 

• the decline in market value is due to unusual general market conditions; 
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• 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 December 26, 2009; 

 
• their AAA or Aaa credit ratings have not been reduced as of December 26, 2009;  

 
• the Company has no intention to sell the securities below par value and it is more likely than not that the 

Company will not be required to sell the securities until their value returns to par; and 
 

• the Company received partial redemptions of $12,150,000 at par value in fiscal 2009. Additionally, the 
Company received payments totaling $17,000,000 for redemptions at par value on four ARS holdings, 
two of which were fully redeemed in the first nine months of fiscal 2010. Subsequent to December 26, 
2009, the Company received an additional payment of $2,250,000 for partial redemption at par value of 
one ARS holding. This amount was not reclassified to short term investments as of December 26, 2009. 

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

Note 4 – 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 a highly competitive industry.  
Inventory balances at the end of each period are stated at the lower of cost (determined on a first-in, first-out 
basis) or net realizable value. 

Inventories consist of (in thousands): 

  December 26, 2009  March 28, 2009 
Raw materials   $                   1,322    $            1,128  
Work-in-process  10,474  10,449 
Finished goods  2,747  2,470 
Finished goods at distributors and on consignment  1,843  1,653 
Total Inventories   $                 16,386    $          15,700  

 
The Company wrote down inventory totaling $379,000 and $3,076,000 for the three and nine months ended 
December 26, 2009, compared to $1,044,000 and $1,890,000 for the same periods of the prior fiscal year, 
respectively. The Company sold previously written-down inventory of $435,000 and $1,084,000 for the three 
and nine months ended December 26, 2009, respectively. For the same periods of the prior fiscal year, such 
sales were $443,000 and $1,125,000, respectively. 
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Note 5 - Comprehensive Income  

Components of the Company’s comprehensive income for the three and nine months ended December 26, 2009 
and December 27, 2008 are as follows (in thousands): 

   Three Months Ended  Nine Months Ended 
  

 
December 

26, 2009   
December 

27, 2008  
December 

26, 2009   
December 

27, 2008 
Net income    $     1,974    $    2,612    $    3,962    $   11,601  

Unrealized gain (loss) on available-for-sale 
investments 

 (1) 

 
               

250         (365)          3,891        (1,696) 
Comprehensive income    $     2,224    $    2,247    $    7,853    $     9,905  

 
  
(1) For the three and nine months ended December 26, 2009, the unrealized gains of $250,000 and $3,891,000 were net of deferred 

income taxes of $161,000 and $2,479,000, respectively. For the three and nine months ended December 27, 2008, the unrealized 
losses of $365,000 and $1,696,000 were net of deferred income taxes of $1,579,000 and $2,098,000, respectively. 

As of December 26, 2009, the total unrealized loss on available-for-sale investments amounted to $2,624,000, 
which was recorded in accumulated other comprehensive loss, net of tax of $1,021,000. 

Note 6 - Stock-Based Compensation 

The employee stock-based compensation expense for the three and nine months ended December 26, 2009 were 
$874,000 and $2,529,000, respectively, compared to $695,000 and $2,039,000 for the same periods in fiscal 
2009. 

During the three and nine months ended December 26, 2009, the Company granted options with an estimated 
total grant date fair value of $107,000 and $576,000, respectively. For the same periods last fiscal year, the 
Company granted options with an estimated grant date fair value of $3,469,000 and $6,253,000, respectively. As 
of December 26, 2009, the unrecorded stock-based compensation related to stock options was $8,096,000 (net 
of estimated forfeitures) and will be recognized over an estimated weighted average amortization period of 
approximately 2.1 years. 

Under the Company’s 2001 Stock Option Plan (“2001 Plan”), a total of 2,000,000 shares of Common Stock are 
authorized for issuance. Under the 2001 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 occurs first.  Options are generally exercisable beginning one year from date of grant and 
generally vest ratably over a five-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 a ten-year life, which is within the 
guidelines of the 2001 Plan. On August 14, 2009, the Company’s shareholders approved the 2009 Equity 
Incentive Plan (“2009 Plan”). The 2009 Plan is the successor to the 2001 Plan. All outstanding stock awards 
granted under the 2001 Plan will continue to be subject to the terms and conditions as set forth in the agreement 
evidencing such stock awards and the terms of the 2001 Plan, but no additional awards will be granted under the 
2001 Plan. 
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Under the 2009 Plan, the total number of shares of our common stock reserved for issuance  consists of 
1,000,000 shares plus (1) the 159,509 shares which remain authorized for issuance under the 2001 Plan but 
which were not subject to outstanding stock awards as of August 14, 2009, and (2) the 1,440,400 shares subject 
to stock awards outstanding under the 2001 Plan as of August 14, 2009, that terminate prior to exercise and 
would otherwise be returned to the share reserves under the 2001 Plan, with the total shares in addition to the 
1,000,000 shares being up to a maximum of 1,599,909 shares. The 2009 Plan allows the Company to continue 
its prior option practices under the 2001 Plan to grant non-statutory options to key employees with an exercise 
price equal to the fair market value of the Company’s stock on the date of grant. The Company’s options 
typically have a term of ten years and vest over five years, 20% on the date one year after their vesting start date 
and 20% at the end of each of the following four years. The 2009 Plan provides the Company with flexibility in 
designing equity incentives, including restricted stock awards, stock appreciation rights, restricted stock unit 
awards, performance stock awards, and performance cash awards.  

The following table summarizes the activities under the 2001 and 2009 Plans for the nine months ended 
December 26, 2009:  

   Options Outstanding 

  
Available 
for Grant  

Number of 
Shares  

     Weighted Average 
Exercise Price 

Balance, March 28, 2009          160,109        1,467,835    $             26.94  
Authorized    1,000,000   -  - 
Granted     (49,300)      49,300   25.30 
Exercised            -       (56,285)  15.96 
Canceled    4,400      (4,400)  29.23 

Balance, December 26, 2009    1,115,209     1,456,450    $             27.31  
 
The weighted average fair value of options, as determined under authoritative guidance for stock compensation, 
granted under the 2001 and 2009 Plans during the three and nine months ended December 26, 2009 was $10.41 
and $11.69 per share, respectively, compared to $11.54 and $11.95 per share during the same periods last fiscal 
year.  The total intrinsic value of options exercised (which is the amount by which the stock price exceeded the 
exercise price of the option on the date of the exercise) during the three and nine months ended December 26, 
2009 was $179,000 and $582,000, respectively.  During the three and nine months ended December 26, 2009, 
the amounts of cash received from employees as a result of employee stock option exercises were $278,000 and 
$898,000, respectively.  
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The options outstanding and exercisable at December 26, 2009, under the 2001 and 2009 Plans are in the 
following exercise price ranges:  

                         Options Outstanding                      Options Exercisable 

Range of Exercise 
Prices  

Number 
Outstanding  

Weighted-
Average 

Remaining 
Contractual 
Life (Years)  

Weighted
-Average 
Exercise 

Price  
Number 

Outstanding  

Weighted-
Average 
Exercise 

Price 

$14.74  - $14.99   1,800             0.18   $14.74   1,800  $14.74  
15.00 - 19.99  207,010              1.46     17.27   197,170        17.24  
20.00 - 24.99  443,300              8.61       21.00   87,120     21.06  
25.00 - 29.99  265,580              8.29         27.01   62,200       27.58  
30.00 - 34.99  270,260              4.88        33.76   128,545        33.75  
35.00 - 39.99  104,300             7.50       35.84   45,720        35.83  
40.00 - 44.99  146,200             3.86         40.90   71,440        40.88  
45.00 - 46.92  18,000             3.93   46.92  10,800  46.92 

$14.74  - $46.92   1,456,450            6.22   $27.31   604,795  $27.08  
 
The total intrinsic value of options outstanding and options exercisable as of December 26, 2009 was 
$6,272,000 and $3,016,000, respectively. 

2000 Employee Stock Purchase Plan (“ESPP”). Under the ESPP, eligible 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. For the three 
months ended December 26, 2009 and December 27, 2008, the amounts of cash received from employees as a 
result of ESPP purchases were $82,000 and $84,000, respectively. For the nine months ended December 26, 
2009 and December 27, 2008, the amounts of cash received from employees as a result of ESPP purchases were 
$154,000 and $167,000, respectively.   

Note 7 – Income Taxes 

The income tax benefit for the three months ended December 26, 2009 was $391,000 on income before tax of 
$1,583,000 at the effective tax benefit rate of 25% compared to a provision for income taxes of $140,000 on 
income before tax of $2,752,000 at the effective tax rate of 5% for the same period of the prior fiscal year. The 
provision for income taxes for the nine months ended December 26, 2009 was $234,000 on income before tax of 
$4,196,000 at the effective tax rate of 6%, compared to $3,345,000 on income before tax of $14,946,000 at the 
effective tax rate of 22% for the same period last fiscal year. The year-over-year decreases in the estimated 
effective tax rate for the three and nine month periods were primarily due to R&D tax credits and shifts of 
income among jurisdictions with different tax rates. The income tax benefit of $391,000 for the three months 
ended December 26, 2009 was primarily due to an expiration of a statute of limitation on an uncertain tax 
position and R&D tax credits.  

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 effects of 



  SUPERTEX, INC. 
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (CONTINUED) 

(unaudited) 
 

17 
 
 

foreign rate differentials, non-deductible stock-based compensation expense, tax exempt interest income, 
research and development tax credits, tax contingencies, and the domestic production activities deduction. 

During the nine months ended December 26, 2009, the liability for uncertain income tax positions excluding 
accrued interest and penalties decreased from $4,219,000 to $4,073,000. This decrease was primarily due to an 
expiration of statute of limitations on an uncertain tax position, partially offset by current period recurring 
accruals of uncertain tax positions. Of the total $4,073,000 of unrecognized tax benefits, $3,154,000 represents 
the amount that, if recognized, would favorably affect the Company’s effective income tax rate in any future 
period. The Company cannot 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 benefits in income tax expense. On 
December 26, 2009, the Company had approximately $361,000 accrued for estimated interest and $398,000 for 
estimated penalties related to uncertain tax positions. For the nine months ended December 26, 2009, the 
Company recorded estimated interest of $117,000 and estimated penalties of $5,000.  

Included in the balance of unrecognized income tax benefits, including accrued interest and accrued penalties on 
December 26, 2009 was approximately $295,000 related to tax positions for which it is reasonably possible that 
the statute of limitations will expire in 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 federal research 
credit was retroactively extended for amounts paid or incurred after December 31, 2007 and before January 1, 
2010. For fiscal year 2009, the effects of the change in the tax law were recognized in the third fiscal quarter, 
which is the quarter in which the law was enacted.  

The Company and its subsidiaries are subject to taxation in various jurisdictions, including federal, state and 
foreign.  The Company’s major tax jurisdictions are the United States federal, state of California and Hong 
Kong. The Company’s federal, state, and Hong Kong income tax returns are generally not subject to 
examination by taxing authorities for fiscal years before 2002.   
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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 and ESPP 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 share is provided as follows (in thousands, except per share amounts): 

    Three Months Ended  Nine months Ended 

 

 December 26, 
2009  

December 27, 
2008  

December 26, 
2009  

December 27, 
2008 

BASIC:         

Net income   $              1,974    $            2,612    $            3,962    $            11,601  

Weighted average shares 
outstanding for the period  12,921  12,854  12,902  12,824 

Net income per share   $                0.15    $              0.20    $              0.31    $              0.90  

         
DILUTED:         
Net income   $              1,974    $            2,612    $            3,962    $            11,601  

Weighted average shares 
outstanding for the period  12,921  12,854  12,902  12,824 

Effect of dilutive securities: 
stock options and ESPP  84  71  83  99 
Total   13,005  12,925  12,985  12,923 

Net income per share   $                0.15    $              0.20    $              0.31    $              0.90  
 
Options to purchase 1,189,783 shares of the Company’s common stock at an average price of $29.35 per share, 
and 1,167,782 shares at an average price of $29.43 per share for the three and nine months ended December 26, 
2009, 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 nine months ended December 27, 2008, options to purchase 972,964 shares of the Company’s 
common stock at an average price of $33.99 per share, and 839,816 shares at an average price of $33.33 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 

Indemnification 

As is customary 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 
infringe on 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 
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obligations are generally perpetual from the effective date of the agreement.  In certain cases, there are limits on 
and exceptions to 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 has it 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 believes that it is unlikely that they will result in any material adverse effect on the 
Company’s financial condition, results of operations, or cash flows.  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 standard policy is to accept the return of defective parts for credit from non-distributor 
customers for a period of 90 days from date of shipment. This period may be extended in certain cases. The 
Company records estimated product returns as a reduction to revenue in the same period as the related revenues 
are recorded. These estimates are based on historical experience, analysis of outstanding returned material 
authorizations and allowance authorization data.  

For sales through distributors, the Company's policy is to replace under warranty 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 is limited to replacement of the product along with freight and delivery costs. In certain cases, the 
Company may pay for rework.  

The Company reserves for estimated warranty costs in the same period as the related revenues are recorded. The 
estimate is based on historical expenses. The warranty reserve as of December 26, 2009 was $79,000. Such 
amount was immaterial as of December 27, 2008. 
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The reductions to revenue for estimated product returns for the three and nine months ended December 26, 2009 
and December 27, 2008 are as follows (in thousands):  
 

Description  

Balance at 
Beginning of 

Period  Charge(1)  
Deductions 

and Other(2)  

Balance 
at End of 

Period 

Three months ended December 26, 2009         

Allowance for sales returns   $         245    $         209    $     (161)   $     293  
         

Three months ended December 27, 2008         

Allowance for sales returns   $         403    $         195    $       (193)   $     405  
         

Nine months ended December 26, 2009         
Allowance for sales returns   $         266    $         394    $      (367)   $     293  
         

Nine months ended December 27, 2008         

Allowance for sales returns   $         483    $         563    $      (641)   $     405  
___________________ 

(1) Allowances for sales returns are recorded as a reduction to revenue.  
(2) Represents payments and other amounts charged to 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 under non-cancelable operating leases as of December 26, 
2009 are as follows (in thousands): 
 

Payment Due by Year  Operating Lease 
Less than 1 year  $    1,197  
2 years  493 
3 years  114 
  $    1,804  

 
The Company leases facilities under non-cancelable lease agreements expiring at various times through 
September 2012.  Rental expense net of sublease income for the three and nine months ended December 26, 
2009 amounted to $306,000 and $887,000, respectively, compared to $307,000 and $859,000 for the same 
periods of last fiscal year.  
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Note 10 – Common Stock Repurchase 

There were no shares repurchased during the three and nine months ended December 26, 2009 or December 27, 
2008.   

Since the inception of its repurchase program in 1992 through December 26, 2009, the Company has 
repurchased a total of 2,344,000 shares of common stock for an aggregate cost of $36,551,000.  Upon their 
repurchase, shares are restored to the status of authorized but un-issued shares.  As of December 26, 2009, a 
total 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 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 
assessing financial performance.   

The Company's principal markets are in Asia, the United States, and Europe.  Below is a summary of sales by 
major geographic area for the three and nine months ended December 26, 2009 and December 27, 2008 (in 
thousands):  

  Three Months Ended   Nine Months Ended 

Net Sales   
December 

26, 2009  
December 

27, 2008   
December 

26, 2009   
December 

27, 2008 
China  $    5,801   $    4,195   $    15,227   $    13,907  
United States     4,687     7,105     14,897   23,019   
Asia (excluding China)     4,599     4,457     11,523    17,865  
Europe     1,556     1,557     4,328      8,296  
Other         92       282          190       713  
1 HW�6DOHV  $  16,735   $   17,596   $  46,165   $  63,800  

 
Net property, plant and equipment by country as of December 26, 2009 and March 28, 2009 are as follows (in 
thousands): 

  December 26, 2009  March 28, 2009 
United States   $               6,105    $          6,952  
Hong Kong  1,213  1,521 
  Property, plant and equipment, net   $               7,318    $          8,473  

 
Note 12 – Significant Customers   

The Company sells its products to OEMs through its direct sales and marketing personnel, and through its 
independent sales representatives and distributors. Revenue from sales to distributors and its related cost of sales 
are recognized upon resale to end-user customers. 
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For both the three and nine months ended December 26, 2009, a major consumer electronic company accounted 
for approximately 17% of net sales.  

For both the three and nine months ended December 27, 2008, a major medical instrumentation company 
accounted for approximately 14% of net sales. 

Nearly all of the sales to the medical instrumentation company were through distributors and contract 
manufacturers. There were no other customers that the Company believes accounted for more than 10% of the 
Company’s net sales for the three or nine months ended December 26, 2009 or December 27, 2008.  
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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 
quarterly report on Form 10-Q is not a complete 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 28, 2009. 

Cautionary Statement Regarding Forward Looking 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 sales of our medical proprietary 
products and medical customer processing services will increase in our fourth fiscal quarter; (2) our 
expectation that the overall global demand for medical ultrasound machines will pick up again and that we will 
continue to be a major player in this business; (3) our belief that sales of LED driver ICs for the LED TVs will 
continue to ramp in the fourth quarter of fiscal 2010 as LED BLU prices continue to decline and industry 
projections for LED TVs indicate that the number of LED TVs sold in calendar 2010 is expected to at least 
double that of 2009; (4) our expectation that sales of our LED driver ICs for general lighting applications will 
continue to grow in the fourth fiscal quarter; (5) our belief that sales of our printer driver ICs will increase in 
the fourth fiscal quarter compared to the prior quarter, however sales of EL inverter ICs are expected to be 
lower sequentially; (6) our belief that R&D expenses as a percentage of net sales may fluctuate from quarter to 
quarter; (7) our expectation that we will spend approximately $1,200,000 for capital acquisitions in fiscal 2010 
of which we have spent $839,000 during the first three quarters; (8) our belief that we have substantial 
production capacity in place to handle our projected business in fiscal 2010; (9) our belief that existing cash 
and 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; (10) our belief that the credit 
quality of the ARS we hold is high and our expectation that we will receive the full principal associated with 
these auction-rate securities; (11) our belief that the auction failures will not materially impact our ability to 
fund our working capital needs; (12) our belief that the estimated range of fair values of our ARS is 
appropriate; (13) our belief that the declines in our ARS fair values due to the lack of liquidity are temporary; 
(14) our belief that our exposure to foreign currency risk is relatively small; and (15) our belief that it is 
unlikely that any legal claims will 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 results to 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 products in 
which the Company’s products are used; that competition to supply semiconductor devices in the markets in 
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 delays in 
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 
product development changes such that it would be unwise not to decrease research and development; that the 
IRS will determine that more US income was realized than the Company claimed or that fewer expenses were 
allowable; that some of the Company’s equipment will be unexpectedly damaged or become obsolete, thereby 
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requiring replacement; and that the credit crisis will not further affect our auction rate securities; as well as 
those described in "Factors Which May Affect Operating Results" under Item 1A of Part I , “Risk Factors” in 
the Company’s  annual report of Form 10-K for the fiscal year ended March 28, 2009.  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, The Company undertakes no obligation to update any 
forward-looking statement as a result of new information, future events, or otherwise, except as required by law.  

Critical Accounting Policies 

Our critical accounting policies are those that both (1) are most important to the portrayal of the financial 
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 previously disclosed in 
our fiscal 2009 Annual Report on Form 10-K.   

Overview 

We design, develop, manufacture, and market integrated circuits (“ICs”), utilizing state-of-the-art high voltage 
DMOS, HVCMOS and HVBiCMOS analog and mixed signal technologies. We are an industry leader in high 
voltage integrated circuits (HVCMOS and HVBiCMOS), taking advantage of the best features of CMOS, 
bipolar and DMOS technologies and integrating them into the same chip.  These ICs are used in the medical 
ultrasound imaging, telecommunications, LCD TV, LED general lighting, printer, flat panel display, industrial 
and consumer industries. We also supply custom integrated circuits for our customers using customer-owned 
designs and mask tooling 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 analog and mixed signal ICs and specialty metal-oxide-field-effect-
transistors (“MOSFETs”). We have a broad customer base, which in some cases manufacture electronic end 
products and equipment spanning multiple markets. As such, the assignment of revenue to the markets described 
in the Overview above requires the use of estimates, judgment, and extrapolation. Actual results may differ 
slightly from those reported here.   

Net sales for the three and nine months ended December 26, 2009 were $16,735,000 and $46,165,000, 
respectively, a 5% and 28% decrease compared to $17,596,000 and $63,800,000 for the same periods of the 
prior fiscal year. The year-over-year quarterly decrease resulted primarily from a delay in the recovery from the 
global recession for medical ultrasound products, a reduction in demand for our custom processing services, and 
reduced shipments of a driver for automatic test equipment, partially offset by a significant increase in 
shipments of our high voltage LED driver ICs for backlighting a new line of LCD TVs with LED backlights 
(“LED TVs”) which have ramped up volume production during the past several quarters at a tier-one OEM and 
with a new product launch at a tier-2 OEM. Additionally, sales increased due to increased shipments of our EL 
inverter ICs to a hand-set OEM for a new family of products. On a year-to-date basis, sales declined due to the 
current weak global economy affecting nearly all of our markets and shifts in demand from our customers. For 
example, one of our largest customers of EL inverter ICs for cell phones lost market share; also lower demand 
from our customer for our driver ICs for a military radio application reduced our telecom shipments; and a 
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general decline in the expansion of optical telecom network infrastructure also reduced telecom shipments. 
These decreases were partially offset by increases in sales of our LED driver ICs for backlighting LED TVs and 
for general lighting. 

Net sales increased 5% from $15,875,000 when compared to the quarter ended September 26, 2009, primarily 
due to sales to the cell phone handset customer for its new family of products, increased sales of our LED driver 
ICs for backlighting LED TVs, and a strengthening of the overall economy. This was partially offset by a 
decrease in demand for our custom processing services.  

The table below shows our estimate of the breakdown of net sales to customers by end market for the three and 
nine months ended December 26, 2009 and December 27, 2008, and three months ended September 26, 2009, as 
well as year-over-year and sequential percentage changes (in thousands except percentages): 

  Three Months Ended  Nine Months Ended 

Net Sales  
December 

26, 2009  
September 

26, 2009  
December 

27, 2008   
Sequential 

Change  

Year-
Over-
Year 

Change   
December 

26, 2009   
December 

27, 2008  

Year-
Over-
Year 

Change 
Medical 
Electronics   $  4,868    $    6,272    $    7,527   -22%  -35%   $  16,521    $  26,967   -39% 
LED Lighting  4,413  3,897  906  13%  387%       11,186          2,996   273% 
Imaging  4,044  2,670  4,649  51%  -13%       9,352        17,470   -46% 
Industrial/Other  2,007  1,962  3,299  2%  -39%        5,609          10,386   -46% 
Telecom  1,403  1,074  1,215  31%  15%        3,497          5,981   -42% 

Net Sales   $   16,735    $   15,875    $  17,596   5%  -5%   $  46,165    $  63,800   -28% 

 
 

  Three Months Ended   Nine Months Ended 

Net Sales  
December 26, 

2009  
September 26, 

2009  
December 27, 

2008   
December 26, 

2009   
December 27, 

2008 
Medical Electronics  29%  40%  43%  36%  42% 
LED Lighting  27%  24%  5%  24%  5% 
Imaging  24%  17%  26%  20%  28% 
Industrial/Other  12%  12%  19%  12%  16% 
Telecom  8%  7%  7%  8%  9% 

Net Sales  100%  100%   100%  100%  100% 
 
Our medical electronics product family accounted for the largest sales of all of our five focus markets for the 
three and nine months ended December 26, 2009 and December 27, 2008, and for the three months ended 
September 26, 2009. Sales to the medical electronics market for the three and nine months ended December 26, 
2009 were $4,868,000 and $16,521,000, respectively, which were 35% and 39% lower than the same periods of 
the prior fiscal year due to reduced demand for our analog switches and high voltage pulser circuits and 
chipsets, as demand for our customers’ products also declined resulting from the weak global economy. 
Sequentially, sales decreased 22%, resulting primarily from lower custom processing services demand. We 
expect sales to increase in our fourth fiscal quarter for both proprietary products and custom processing services. 

In recent years, the overall ultrasound market has been shifting from big console systems to transportable and 
hand-carried ultrasound units, which has driven the ultrasound market growth along with product upgrades for 
console machines or stationary systems.  Because of space and power constraints, there are more requirements 
for integration, and with our high voltage IC technology we have been among the most qualified to support 
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these requirements. Geographically, the market is expanding very rapidly in China, India and many African 
countries.  Traditionally, OEMs in the United States, Germany, and Japan have been the main developers and 
manufacturers of medical ultrasound machines to whom we have sold our products successfully, such as GE, 
Philips, and Siemens.  Companies in those regions continue to grow and develop new machines. Today we see 
significant opportunities with medical ultrasound machine companies in China and South Korea. This market 
began to grow for us in fiscal 2007 and continued in fiscal 2008. The global economic slow down which began 
in late fiscal 2009 and carried through most of fiscal 2010 negatively impacted sales of capital equipment, 
including medical ultrasound machines. Our sales in China increased in fiscal 2010 over fiscal 2009 because of 
the domestic stimulus plan put in place by the Chinese government targeted towards key sectors to build up their 
healthcare infrastructure. As the global economy improves and capital lending eases up, we expect the overall 
global demand for medical ultrasound machines will pick up again. We are expanding our product development 
activities and product offerings, not only in the transmit side but also in the receive side of the machine, to 
capitalize on these exciting market growth opportunities.  Through the introduction of our new integrated 
solutions along with our discrete building block product offerings, we believe we will continue to be a major 
player in this business. 

Sales of LED driver ICs for lighting and backlighting were $4,413,000 for the three months ended December 26, 
2009, compared to $906,000 for the same period last year and $3,897,000 for the prior quarter. For the nine 
months ended December 26, 2009, sales to the LED lighting and backlighting market were $11,186,000 
compared to $2,996,000 for the same period of the last fiscal year.   The year-over-year quarterly and year-to-
date increases in sales were due primarily to significantly increased shipments of our high voltage LED driver 
ICs for backlighting LED TVs which have ramped up volume production during the past several quarters at a 
tier-one OEM and sales also increased in the third fiscal quarter resulting from a new product launch at a tier-
two OEM. Additionally, general lighting applications increased for both periods. Third fiscal quarter sales 
increased sequentially by $516,000 due to increased shipments of LED driver ICs for backlighting LED TVs.  

We expect that sales of LED driver ICs for LED TVs will continue to ramp in the fourth fiscal quarter of 2010 
as LED BLU prices continue to decline and at the same time LED BLUs offer far superior and compelling 
features versus CCFL backlighting such as: contrast ratio, light weight, thin form factor, and very low power 
consumption. Industry projections for LED TVs indicate that the number of LED TVs sold in calendar 2010 is 
expected to at least double that of 2009. We also expect that sales of our LED driver ICs for general lighting 
applications will continue to grow in the fourth fiscal quarter.  

In our offerings for the imaging market, which consist of EL inverter ICs, commercial printing ICs and custom 
processing services, sales for the three and nine months ended December 26, 2009 were $4,044,000 and 
$9,352,000, decreases of 13% and 46%, respectively, when compared to the same periods in the last fiscal year.  
These sales decreases were due to reduced demand for our customers’ products and the weak overall economy. 
This was partially offset by increased shipments of our EL inverter ICs to a hand-set OEM for a new family of 
products, which along with increased sales of our commercial printing and display ICs, as well as increased 
custom processing services, accounted for the third fiscal quarter sequential sales increase of $1,374,000. We 
expect sales of our printer driver ICs to increase in the fourth fiscal quarter compared to the prior quarter; 
however our current outlook for EL inverter ICs is lower sequentially. 

Sales in the industrial and other markets for the three and nine months ended December 26, 2009 were 
$2,007,000 and $5,609,000, decreases of 39% and 46%, respectively, when compared to the same periods a year 
ago. The year-over-year decreases were due to decreased sales of driver ICs for automatic test equipment which 
was seriously affected by the global recession and due to reduced custom processing services demand. 
Sequentially sales in the industrial and other markets in the third fiscal quarter were relatively flat, increased 2% 
sequentially from $1,962,000. 
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Sales to the telecom market for the three months ended December 26, 2009 were $1,403,000, an increase of 
15%, compared to the same period of the prior fiscal year, and increased 31% sequentially. The year-over-year 
and sequential increases were due to increased shipments of high voltage MEMS driver ICs for optical-to-
optical switching applications. For the nine months ended December 26, 2009, sales to the telecom market of 
$3,497,000 decreased 42% compared to the same period of the last fiscal year. This decrease was due to lower 
shipments of driver ICs for a military radio application and reduced demand for high voltage MEMS driver ICs 
for optical-to-optical switching applications.  

Our current growth strategy relies on our ability to continuously and successfully introduce and market new 
innovative products that meet our customers’ requirements. 

Our principal markets are in Asia, the U.S., and Europe.  Sales by geographic regions as well as year-over-year 
and sequential percentage changes were as follows, where international sales include sales to U.S. based 
customers if the products are delivered to their contract manufacturers outside the U.S. (in thousands except 
percentages): 

  Three Months Ended  Nine Months Ended 

Net Sales  
December 

26, 2009  
September 

26, 2009  
December 

27, 2008  
Sequential 

Change  

Year-
Over-
Year 

Change  
 December 

26, 2009    
 December 

27, 2008   

Year-
Over-
Year 

Change 

China   $    5,801    $    5,331    $    4,195   9%  38%   $    15,227    $    13,907   9% 
                 
United 
States  4,687  5,077  7,105  -8%  -34%  14,897  23,019  -35% 
                 
Asia 
(excluding 
China)  4,599  3,839  4,457  20%  3%  11,523  17,865  -35% 
                 

Europe  1,556  1,595  1,557  -2%  -0%  4,328  8,296  -48% 
                 

Other  92  33  282  179%  -67%  190  713  -73% 

Net Sales   $  16,735    $  15,875    $  17,596   5%  -5%   $  46,165    $   63,800   -28% 

                 
International 
Sales   $  12,048    $  10,798    $  10,491   12%  15%   $  31,268    $   40,781   -23% 
                 
Domestic 
Sales  4,687  5,077  7,105  -8%  -34%  14,897  23,019  -35% 

Net Sales   $  16,735    $  15,875    $  17,596   5%  -5%   $  46,165    $   63,800   -28% 

 
Net sales to international customers for the three and nine months ended December 26, 2009 were $12,048,000 
or 72% of net sales, and $31,268,000 or 68% of net sales, as compared to $10,491,000 or 60% of net sales, and 
$40,781,000 or 64% of net sales, respectively, for the same periods of the prior fiscal year and 10,798,000 or 
68% for the three months ended September 26, 2009. Sales to international customers for the three months 
ended December 26, 2009 compared to the same period last year increased 15% primarily due to higher 
shipments of our drivers for LED lighting and backlighting products. For the nine month period, sales declined 
23% due to the weak global economy and reduced demand for EL inverter ICs due to weak sales of our major 
OEM’s products, partially offset by higher shipments of our drivers for LED lighting and backlighting products. 
The increase in sequential international sales of 12% resulted from higher shipments of our driver for LED 
lighting and backlighting products and sales to a cell phone handset customer for a new family of products. 
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Net sales to domestic customers for the three and nine months ended December 26, 2009 decreased 34% and 
35%, respectively, compared to the same periods of the prior fiscal year. The year-over-year quarterly decline is 
primarily due to reduced demand for our custom processing services. The year-over-year nine month decrease in 
domestic sales was primarily due to a reduction in demand for driver ICs for a military radio application, 
reduced shipments of our MEMS driver ICs, and lower custom processing services. Compared to the prior 
quarter, net sales to domestic customers for the quarter ended December 26, 2009 were 8% lower due to reduced 
demand for our custom processing services. 

Our assets are primarily located in the United States and Hong Kong. 

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.  

  Three Months Ended  Nine Months Ended 

(Dollars in thousands)  
December 

26, 2009  
September 

26, 2009  
December 

27, 2008  
December 

26, 2009   
December 

27, 2008 
Gross Margin Percentage  48%  47%  54%  49%  56% 
           
Included in Gross Margin Percentage 
Above           
           
Gross Margin Benefit from Cost of 
Previously Written Down Inventory 
Sold  $     435   $     362   $      443    $      1,084    $      1,125  

           
Percentage of Net Sales  3%  2%  3%  2%  2% 

 
Gross profit for the three and nine months ended December 26, 2009 was $8,018,000 and $22,549,000, 
respectively compared to $9,520,000 and $35,560,000 for the same periods of fiscal 2009. The year-over-year 
decrease for the three month period in gross profit was primarily attributable to decreased sales, lower wafer fab 
capacity utilization, unfavorable product mix, and reduced average selling prices on certain products. The year-
over-year decrease for the nine month period was primarily due to decreased sales, lower wafer fab capacity 
utilization, unfavorable product mix, higher inventory reserves, and reduced average selling prices on certain 
products. Gross profit for the three months ended December 26, 2009, increased $617,000 compared to the prior 
quarter due to higher sales and a decrease in charges for inventory excess and obsolescence. 

As a percentage of net sales, gross margin was 48% and 49% for the three and nine months ended December 26, 
2009 compared to 54% and 56%, respectively, for the same periods of the prior fiscal year.  The year-over-year 
quarterly decrease in gross margin was primarily attributable to reduced wafer fab capacity utilization, 
unfavorable product mix, and reduced average selling prices, partially offset by lower charges for inventory 
excess and obsolescence. The year-to-date decrease resulted from the same effects including higher charges for 
inventory excess and obsolescence. 

Sequentially, gross margin in the three months ended December 26, 2009 was higher by one percentage point 
due to lower charges for inventory excess and obsolescence.   

We wrote down inventory totaling $379,000 and $3,076,000 for the three and nine months ended December 26, 
2009, and $1,044,000 and $1,890,000, respectively, for the same periods ended December 27, 2008.  
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Research and Development (“R&D”) Expenses 

  Three Months Ended  Nine Months Ended 

(Dollars in 
thousands)  

December 
26, 2009  

September 
26, 2009  

December 
27, 2008   

Sequential 
Change  

Year-
Over-
Year 

Change   
December 

26, 2009   
December 

27, 2008  

Year-
Over-
Year 

Change 
 
R&D 
Expenses  $3,757   $3,604   $3,467   4%  8%   $     11,366    $     11,306   1% 
 
Percentage 
of Net 
Sales  22%  23%  20%      25%  18%   

 
R&D expenses include payroll and benefits, processing costs, and depreciation. We also expense prototype 
wafers and mask sets related to new product development as R&D expenses.   

Expenditures for R&D were $3,757,000 and $11,366,000 for the three and nine months ended December 26, 
2009, respectively, as compared to $3,467,000 and $11,306,000 for the same periods in the prior year and 
$3,604,000 in the prior quarter. Compared to last fiscal year, the quarterly increase in expense of $290,000 is 
primarily due to an increase in the fair value of investments held by our Non-Qualified Deferred Compensation 
Plan (“NQDCP”) of $101,000 compared to a decrease of $371,000 in the same period last year, partially offset 
by reduced profit sharing expense. The sequential increase of $153,000 is primarily due to an increase in payroll 
and benefits of $117,000.  

Some aspects of our R&D efforts require significant short-term expenditures.  As such, timing of such 
expenditures may cause fluctuations in our R&D expenses. R&D expenses as a percentage of net sales may 
fluctuate from quarter to quarter. 

Selling, General and Administrative (“SG&A”) Expenses 

  Three Months Ended  Nine Months Ended 

(Dollars in 
thousands)  

December 
26, 2009  

September 
26, 2009  

December 
27, 2008   

Sequential 
Change  

Year-
Over-
Year 

Change   
December 

26, 2009   
December 

27, 2008  

Year-
Over-
Year 

Change 
 
SG&A 
Expenses  $3,183  $3,158   $3,157   1%  1%   $      9,131    $     10,853   -16% 
 
Percentage 
of Net 
Sales  19%  20%  18%      20%  17%   

 
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 third quarter of fiscal 2010 were $3,183,000, compared to $3,157,000 for the same 
period of the last fiscal year, and $3,158,000 for the prior quarter. The year-over-year quarterly increase was due 
to an increase in the fair value of investments held by our NQDCP of $187,000 in the third fiscal quarter of 2010 
versus a decrease of $568,000 in the same period last year, offset by reduced payroll and profit sharing 
expenses, and by reduced professional services, and commissions. SG&A expenses for the first three quarters of 
fiscal 2010 were $9,131,000, a decrease of $1,722,000 when compared to the same period last year. The year-to-
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date decrease was primarily due to reduced professional services of $1,060,000, lower commission expense of 
$718,000, and lower payroll and profit sharing costs of $1,103,000. These decreases were partially offset by 
higher expenses associated with an increase of $816,000 in the fair value of investments held by our NQDCP 
compared to a decrease of $668,000 in the same period last year.  

Interest Income and Other Income (Expense), Net 

  Three Months Ended  Nine Months Ended 

(Dollars in 
thousands)  

December 
26, 2009  

September 
26, 2009  

December 
27, 2008   

Sequential 
Change  

Year-
Over-
Year 

Change   
December 

26, 2009   
December 

27, 2008  

Year-
Over-
Year 

Change 
Interest 
Income   $          223    $     278    $       881   -20%  -75%   $          838    $       2,763   -70% 
 
Other 
Income 
(Expense), 
Net  282  575  (1,025)  -51%  -128%  1,306  

           
(1,218)  -207% 

 
Total 
Interest 
Income and 
Other 
Income 
(Expense), 
Net   $          505    $     853    $      (144)   -41%  -451%   $       2,144    $       1,545   39% 
 
Percentage 
of Net 
Sales  3%  5%  -1%      5%  2%   

 
Interest income, which consists primarily of interest income from our cash, cash equivalents and short-term and 
long-term investments, was $223,000 and $838,000, respectively, for the three and nine months ended 
December 26, 2009, compared to $881,000 and $2,763,000 for the same periods of the prior fiscal year. The 
year-over-year decreases in interest income resulted primarily from lower investment yields, partially offset by 
higher cash and investment balances. Interest income decreased $55,000 from $278,000 for the prior quarter.  
The sequential decrease was also primarily driven by lower investment yields, partially offset by higher cash 
and investment balances. 

Other income, net, for the three months ended December 26, 2009 was $282,000, compared to expenses of 
$1,025,000 for the same period of the last fiscal year and income of $575,000 for the prior quarter. For the nine 
months ended December 26, 2009, other income, net was $1,306,000 compared to expenses of $1,218,000 for 
the same period of last fiscal year. The year-over-year differences were primarily due to increases of $328,000 
and $1,359,000, respectively, in the fair value of investments held by our NQDCP during the third quarter and 
first nine months of fiscal 2010 compared to decreases in fair value during the same periods of fiscal 2009. 
Other income, net in the third quarter of fiscal 2010 was $293,000 lower than the $575,000 reported in the prior 
quarter due to a lesser increase in fair value of investments held by our NQDCP.  

Provision for Income Taxes 

The income tax provision for the interim period represents federal, state and foreign taxes and reflects our 
computed estimated annual effective tax rate. In the quarter ended December 26, 2009 we had an income tax 
benefit. The tax provision or benefit differs from the taxes computed at the federal and state statutory rates 
primarily due to the effect of foreign rate differentials, non-deductible stock-based compensation expense, tax 
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exempt interest income, tax contingencies under authoritative guidance for income taxes and the domestic 
production activities deduction. 

The income tax benefit for the three months ended December 26, 2009 was $391,000 on income before tax of 
$1,583,000 at the effective tax benefit rate of 25% compared to income tax provision of $140,000 on income 
before tax of $2,752,000 at the effective tax rate of 5% for the same period of the prior fiscal year. The provision 
for income taxes for the nine months ended December 26, 2009 was $234,000 on income before tax of 
$4,196,000 at the effective tax rate of 6%, compared to $3,345,000 on income before tax of $14,946,000 at the 
effective tax rate of 22% for the same period last fiscal year. The year-over-year decreases in the estimated 
effective tax rate for the three and nine month periods were primarily due to R&D tax credits and shifts of 
income among jurisdictions with different tax rates. The income tax benefit of $391,000 for the three months 
ended December 26, 2009 was primarily due to an expiration of a statute of limitation on an uncertain tax 
position and 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 federal R&D 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 were recognized in our third fiscal 
quarter of 2009, which is the quarter in which the 2008 Tax Act was enacted. 

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.   

Financial Condition 

Overview 

We ended the third quarter of fiscal 2010 with $149,228,000 in cash, cash equivalents, short-term and long-term 
investments.  This represents an increase of $12,194,000 when compared with the amount of $137,034,000 on 
March 28, 2009.  Working capital is defined as current assets less current liabilities. As of December 26, 2009, 
working capital was $103,058,000, an increase of $25,727,000 from $77,331,000 as of March 28, 2009.  The 
increase in working capital was primarily the result of redemptions of our ARS and cash generated from 
operations. 

Liquidity and Capital Resources 

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

  Nine Months Ended 
  December 26, 2009  December 27, 2008 
Net cash provided by operating activities   $                  4,227    $                 21,218  
Net cash (used in) provided by investing activities                 (24,045)                           9,971  
Net cash provided by financing activities                    1,077                    1,664  
Net (decrease) increase in cash and cash equivalents   $             (18,741)   $                32,853  
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Operating Activities 

Net cash provided by operating activities is net income adjusted for certain non-cash items and changes in assets 
and liabilities. For the nine months ended December 26, 2009, net cash provided by operating activities was 
$4,227,000 compared to $21,218,000 for the same period of the prior fiscal year. The decrease of $16,991,000 
resulted primarily from lower net income after non-cash adjustment of $9,137,000 and a decrease from changes 
in assets and liabilities totaling $7,854,000. The non-cash adjustments were slightly lower than in the nine 
months ended December 27, 2008, primarily due to an unrealized gain from short-term investments categorized 
as trading compared to a loss last fiscal year and lower depreciation expense, partially offset by a higher 
provision for excess and obsolete inventories resulting from a general reduction in sales demand and higher 
stock compensation expense. Also contributing to the decrease in cash provided by operating activities were an 
increase in accounts receivable due to an increasing sales trend compared to a decreasing sales trend in the third 
fiscal quarter of last year, an increase in prepaid and other assets, an increase in inventory due to an overall 
reduction in shipments for the nine month period compared to last fiscal year, and an increase in accounts 
payable and other accrued liabilities compared to a decrease in the same period of the prior year. 

Investing Activities 

Investing cash flows consist typically of capital expenditures and purchases of short-term and long-term 
investments, partially offset by sales of short-term investments. Cash used by investing activities for the nine 
months ended December 26, 2009 was $24,045,000 compared to cash provided of $9,971,000 last fiscal year. 
This difference of $34,016,000 was primarily due to purchases of short-term investments of $72,369,000, 
partially offset by the sales and maturities of investments of $49,163,000, which included auction rate security 
redemptions at par value of $17,000,000. 

We expect to spend approximately $1,200,000 for capital acquisitions in fiscal 2010, of which we have spent 
$839,000 during the first three quarters of fiscal 2010. We believe that we have substantial production capacity 
in place to handle our projected business in fiscal 2010.  We also believe that existing cash and 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.  

Our investment portfolio is primarily comprised of auction rate securities (“ARS”), municipal bonds, and 
treasury bonds. The ARS we hold have a par value of $71,450,000 and have contractual maturities generally 
between 15 to 31 years. They are in the form of auction rate bonds backed by a pool of student loans, whose 
interest rates were reset every seven to thirty-five days (“reset period”) through an auction process. Prior to the 
fourth quarter of fiscal 2008, at the end of each reset period, investors could sell or continue to hold the 
securities at par.  

Since the fourth quarter of fiscal 2008, the ARS market has experienced auction failures. In general, for each 
unsuccessful auction, the interest rate moves to a maximum rate defined for each ARS unless the interest earned 
reaches the maximum amount stipulated by the prospectus. The principal associated with failed auctions will not 
be accessible until a successful auction occurs, the issuer redeems the issue, a buyer is found outside of the 
auction process or the underlying security has matured. 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. In addition to seven payments totaling $28,900,000 that we previously disclosed, in December 2009 we 
received $250,000 and in January 2010 we received $2,250,000 for partial redemptions of two ARS holdings. 
All of these payments were the result of redemptions at par value. We continue to believe that the credit quality 
of the ARS we hold is high as they are primarily backed by student loans, are insured and guaranteed by the 
United States Federal Department of Education, and continue to be rated by the major independent rating 
agencies as either AAA or Aaa. 
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While the recent auction failures will limit our ability to liquidate these investments for some period of time, we 
do not believe the auction failures will materially impact our ability to fund our working capital needs, capital 
expenditures, or other business requirements. As of December 26, 2009, we had approximately $103,058,000 of 
working capital, including approximately $80,428,000 of cash, cash equivalents, and short-term investments, 
and we have generated cash from our operations for the past several years. 

Due to the lack of availability of observable market quotes on the remainder of our investment portfolio of ARS, 
$71,450,000 was classified as Level 3 and the fair value was estimated based on a discounted cash flow model 
and included a discount factor for illiquidity of the ARS market. Of this amount, $2,250,000 was redeemed at 
par in January 2010. 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 ARS. 
 
Using this discounted cash flow model, we determined that there was a temporary impairment of $2,650,000 to 
par value of our ARS as of December 26, 2009. This unrealized loss reflects the decline in the estimated fair 
value of these ARS in accordance with authoritative guidance for accounting for investments in debt and equity 
securities. We concluded that the impairment losses 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 collateralized and are 
guaranteed by the U.S. Department of Education; 

 
• there have been no defaults on the ARS we held as of December 26, 2009; 

 
• their AAA or Aaa credit ratings have not been reduced as of December 26, 2009;  

 
• we have no intention to sell the securities below par value and it is more likely than not that we will not 

be required to sell the securities until their value returns to par; and 
 

• we received partial redemptions of $12,150,000 at par value in fiscal 2009. Additionally, we received 
payments totaling $17,000,000 for redemptions at par value on four ARS holdings, two of which were 
fully redeemed in the first nine months of fiscal 2010. Subsequent to December 26, 2009, we received 
an additional payment of $2,250,000 for partial redemption at par value of one ARS holding. This 
amount was not reclassified to short term investments as of December 26, 2009. 

 
Financing Activities 

Financing cash flows consist primarily of proceeds from the exercise of stock options under the 2001 and 2009 
Plans and sale of stock through the ESPP, reclassification of non-cash excess tax benefit from operating into 
financing activities as required by authoritative guidance for stock compensation, and of repurchases of stock on 
the open market. Net cash provided by financing activities for the nine months ended December 26, 2009 was 
$1,077,000 due to the proceeds from the exercise of stock options and stock purchases under the ESPP of 
$1,052,000 and excess tax benefit of $25,000 related to stock based compensation.   
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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 a variety 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 requirements. In certain instances, these agreements allow us the option to cancel, reschedule, and 
adjust our requirements 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 as of December 26, 2009, and the 
effects such obligations are expected to have on our liquidity and cash flow in future periods (in thousands): 

  Payment Due by Year 

Contractual Obligations  Total  
Less than 1 

Year  
1-2 

Years  
2-3 

Years  
3-4 

Years 

Operating lease obligations (1)  $ 1,804   $ 1,197   $  493   $  114   $     -  
Purchase obligations  4,829   4,532   296   -   1 
Total contractual cash 
obligations  $ 6,633    $ 5,729    $  789    $  114    $    1  

_____________ 
(1) We lease facilities under non-cancelable lease agreements expiring at various times through September 2012.  

Rental expense net of sublease income for the three and nine months ended December 26, 2009 amounted to 
$306,000 and $887,000, respectively, compared to $307,000 and $859,000 for the same periods of the prior 
fiscal year. 

Effective April 1, 2007, we adopted the authoritative guidance for income taxes (see Note 7).  As of December 
26, 2009, 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 $3,154,000. As of December 26, 2009, we have accrued $361,000 of interest and $398,000 of penalties 
associated with our uncertain tax positions. We did not include these obligations in the table above as we cannot 
determine the timing of cash payments that will be made associated with these uncertain tax positions.   

Recent Accounting Pronouncements  

In April 2009, FASB issued additional authoritative guidance for fair value measurement, which highlights and 
expands on the factors that should be considered in estimating fair value when there has been a significant 
decrease in market activity for a financial asset.  This guidance is effective for interim and annual periods 
ending after June 15, 2009, with early adoption permitted for periods ending after March 15, 2009. The adoption 
of this guidance did not have a material effect on our Consolidated Financial Statements. 
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In May 2009, FASB issued authoritative guidance for subsequent events, which establishes general standards of 
accounting for and disclosure of events that occur after the balance sheet date but before financial statements are 
issued or are available to be issued.  Although there is new terminology, the guidance is based on the same 
principles as those that currently exist in the auditing standards.  This guidance is effective for interim or annual 
periods ending after June 15, 2009.  The adoption of this guidance did not have a significant effect on our 
Consolidated Financial Statements.  

In June 2009, FASB issued authoritative guidance for transfers of financial assets, which identifies specific 
disclosure objectives, and explicitly states that these objectives apply regardless of whether this guidance 
requires specific disclosures. The specific disclosures required are minimum requirements and an entity may 
need to supplement the required disclosures depending on the facts and circumstances of a transfer, the nature of 
an entity’s continuing involvement with the transferred financial assets, and the effect of an entity’s continuing 
involvement on the transferor’s financial position, financial performance, and cash flows. Disclosures required 
by other GAAP for a particular form of continuing involvement shall be considered when determining whether 
the disclosure objectives of this guidance have been met.  This guidance must be applied as of the beginning of 
each reporting entity’s first annual reporting period that begins after November 15, 2009 (April 4, 2010 for us), 
for interim periods within that first annual reporting period and for interim and annual reporting periods 
thereafter. Earlier application is prohibited. This guidance must be applied to transfers occurring on or after the 
effective date.  We are currently assessing the potential effect that the adoption of the guidance will have on our 
Consolidated Financial Statements, but do not expect it to have a material effect. 
 
In June 2009, FASB issued authoritative guidance to eliminate the quantitative approach previously required for 
determining the primary beneficiary of a variable interest entity, among other changes.  It is effective as of the 
beginning of each reporting entity’s first annual reporting period that begins after November 15, 2009 (April 4, 
2010 for us), for interim periods within the first annual reporting period, and for interim and annual reporting 
periods thereafter. Earlier application is prohibited. We are currently assessing the potential effect that the 
adoption of the guidance will have on our Consolidated Financial Statements, but do not expect it to have a 
material effect. 
  
 Available Information 

We file 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 

Interest Rate Risk 

We are exposed to financial market risks due primarily to changes in interest rates.  We do not use derivatives to 
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”), municipal 
bonds, and treasury bonds.  During the three and nine months ended December 26, 2009, investments and cash 
and cash equivalents generated interest income of $223,000 and $838,000 compared to $881,000 and 
$2,763,000 for the same periods of last fiscal year, respectively.  Based on the par value of our investment and 
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cash and cash equivalent balances as of December 26, 2009, a one percentage point change in interest rates 
would cause change in our quarterly interest income by approximately $380,000.  

As of December 26, 2009, 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. This risk, which we encountered with regard to our ARS beginning February, 2008, manifests itself 
in sponsoring broker-dealers withdrawing from the auction process that provides the rate reset and liquidity. We 
believe the declines in our ARS fair values due to the lack of liquidity are temporary. 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, a buyer is found outside of the auction process, 
or the underlying security has matured. As of December 26, 2009, our ARS had a total par value of $71,450,000 
and contractual maturities between 15 and 31 years. 

Due to the temporary impairment in value of our ARS, we recorded an unrealized loss of $2,650,000 to par 
value as of December 26, 2009, which decreased from $8,904,000 as of March 28, 2009, in part because of 
additional redemptions of our ARS at par value during the nine months ended December 26, 2009.   

Our ARS are in the form of auction rate bonds whose interest rates were reset every seven to thirty-five days 
through an auction process. Prior to the fourth quarter of fiscal 2008, at the end of each reset period, investors 
could sell or continue to hold the securities at par. The ARS we hold are backed by student loans and also are 
primarily guaranteed by the US Department of Education. In addition, all the ARS we hold are rated by the 
major independent rating agencies as either AAA or Aaa. As a result, we believe the credit risk is very low. 

If the issuer of the ARS is unable to successfully close future auctions or does not redeem the ARS, or the US 
government fails to support its guaranty of its obligations, or the credit quality of these ARS declines, we may 
be required to further 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. Based on our 
ARS holdings specifically as of December 26, 2009, a one percentage point change in interest rates would cause 
change in our quarterly interest income by approximately $179,000.    

Foreign Currency Exchange Risks 

We do not hedge any potential risk from any foreign currency exposure. With our operations in Hong Kong, we 
may be exposed to an adverse change in the exchange rate of the Hong Kong dollar which is traditionally 
pegged to the U.S. dollar.  We believe that our exposure is relatively small, thus we do not employ hedging 
techniques designed to mitigate this exchange rate fluctuation.  Likewise, we could experience unanticipated 
currency gains or losses.  As the level 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.  Controls and Procedures   

(a) Disclosure Controls and 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 is recorded, 
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 
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principal executive and financial officers, as appropriate to allow 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 December 26, 2009, and have determined that they are 
effective at the reasonable assurance level. 

(b) Internal Control over Financial Reporting. 

Our internal control over financial 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 external purposes in accordance with GAAP.   There were no changes in our internal 
control over financial reporting that occurred during the third quarter of fiscal 2010 that have materially 
affected, or are reasonably likely to materially affect such control. 
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PART II - 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 believe that 
it is unlikely that they will result in a material adverse effect on our financial position, results of operations or 
cash flows.  

Item 1A.  Risk Factors 

There have been no material changes to the risk factors disclosed in Item 1A of Part I of our Form 10-K for the 
fiscal year ended March 28, 2009, filed on June 9, 2009, which risk factors are hereby incorporated by 
reference.  

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

None 

Item 3.  Defaults Upon Senior Securities 

None 

Item 4.  Submission of Matters to a Vote of Security Holders 

 None 

Item 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:  February 4, 2010    
    By: /s/PHILLIP A. KAGEL 
   Phillip A. Kagel 
   Vice President, Finance and Chief Financial Officer 
   (Principal Financial and Accounting Officer) 

 
 
 



 

 
 

Exhibit 31.1 
Certifications Under Rule 13a-14(a)/l5d-14(a) 

 
 I, Henry C. Pao, certify that: 
 
 1. I have reviewed 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 misleading 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. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and I have: 
 
  (a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 
be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to me by others within those entities, particularly during the period in which 
this quarterly report is being prepared; 
 
  (b)   designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with 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 in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and 
 
 5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of registrant's board of directors 
(or persons performing the equivalent function): 
 
  (a) all significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, 
summarize, and report financial data and have identified for the registrant's auditors any material weaknesses in 
internal controls; and  
 
  (b) any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant's internal control over financial reporting.  
 
Dated:  February 4, 2010   /s/HENRY C. PAO 
   Henry C. Pao, Ph.D. 
   President & Chief Executive Officer 
   (Principal Executive Officer) 



     
 

 
 

  

Exhibit 31.2 
Certifications Under Rule 13a-14(a)/l5d-14(a) 

 
 I, Phillip A. Kagel, certify that: 
 
 1. I have reviewed 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 misleading 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. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and I have: 
 
  (a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 
be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to me by others within those entities, particularly during the period in which 
this quarterly report is being prepared; 
 
  (b)   designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with 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 in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and 
 
 5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of registrant's board of directors 
(or persons performing the equivalent function): 
 
  (a) all significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, 
summarize, and report financial data and have identified for the registrant's auditors any material weaknesses in 
internal controls; and  
 
  (b) any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant's internal control over financial reporting. 
 
Dated:  February 4, 2010   /s/PHILLIP A. 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: 
  
(i) the quarterly report of the Company on Form 10-Q for the period ended December 26, 2009, 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  

 
(ii) 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:  February 4, 2010   /s/HENRY 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. § 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: 
  
(i) the quarterly report of the Company on Form 10-Q for the period ended December 26, 2009, 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  

 
(ii) 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:  February 4, 2010   /s/PHILLIP A. KAGEL 
    Phillip A. Kagel 
   Vice President, Finance and Chief Financial Officer 
   (Principal Financial and Accounting Officer) 

 
 
  
The material contained in these 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. 


