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PART I - FINANCIAL INFORMATION

ITEM1. FINANCIAL STATEMENTS

EXAR CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share amounts)
(Unaudited)

ASSETS

Current assets:
Cash and cash equivalents
Short-term marketable securities
Accounts receivable (net of allowances of $1,124 and $944)
Accounts receivable, related party (net of allowances of $798 and $346)
Inventories
Assets held for sale
Other current assets
Total current assets

Property, plant and equipment, net
Goodwill
Intangible assets, net
Other non-current assets
Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Accounts payable
Accrued compensation and related benefits
Deferred income and allowances on sales to distributors
Deferred income and allowances on sales to related party distributor
Other current liabilities
Total current liabilities

Long-term lease financing obligations
Other non-current obligations
Total liabilities

Commitments and contingencies (Notes 13, 14 and 15)

Stockholders' equity:
Common stock, $.0001 par value; 100,000,000 shares authorized; 47,505,596 and 46,607,246
shares outstanding
Additional paid-in capital
Accumulated other comprehensive loss
Treasury stock at cost, 0 and 19,924,369 shares
Accumulated deficit
Total stockholders' equity
Total liabilities and stockholders’ equity

See Accompanying Notes to Condensed Consolidated Financial Statements.

September 29, March 31,
2013 2013
$ 10,051 $ 14,718
174,862 190,587
17,236 12,614
3,223 3,374
19,841 19,430
13,083 —
3,474 3,177
241,770 243,900
9,153 24,100
29,573 10,356
30,054 13,338
1,482 1,474
$ 312,032 $ 293,168
$ 12,782 $ 9,455
3,770 3,624
2,150 2,399
9,056 9,475
14,375 15,215
42,133 40,168
456 1,342
12,550 11,204
55,139 52,714
5 5
510,038 749,426
(970) (526)
— (248,983)
(252,180) (259,468)
256,893 240,454
$ 312,032 $ 293,168




EXAR CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share amounts)

(Unaudited)
Three Months Ended Six Months Ended
September  September September September
29, 30, 29, 30,
2013 2012 2013 2012
Sales:
Net sales $ 24,978 $ 21,528 $ 48,836 $ 40,975
Net sales, related party 9,040 9,094 17,809 18,898
Total net sales 34,018 30,622 66,645 59,873
Cost of sales:
Cost of sales 12,371 12,054 24,183 22,924
Cost of sales, related party 4,156 4,380 8,063 8,892
Amortization of purchased intangible assets and inventory step-up 2,098 858 3,448 1,777
Warranty Reserve 1,440 — 1,440 —
Restructuring charges and exit costs 24 — 105 81
Total cost of sales 20,089 17,292 37,239 33,674
Gross profit 13,929 13,330 29,406 26,199
Operating expenses:
Research and development 7,136 5,773 13,334 11,222
Selling, general and administrative 9,520 7,639 17,321 15,421
Restructuring charges and exit costs 384 291 1,315 1,095
Net change in fair value of contingent consideration (2,495) — (2,495) —
Total operating expenses 14,545 13,703 29,475 27,738
Loss from operations (616) (373) (69) (1,539)
Other income and expense, net:
Interest income and other, net 372 674 659 1,320
Interest expense “41) (38) 8) 72
Total other income and expense, net 331 636 581 1,248
Income (Loss) before income taxes (285) 263 512 (291)
(Benefit) Provision for income taxes (6,767) — (6,776) 22
Net income (loss) $ 6,432 $ 263 $ 7,288 $ (313)
Net income (loss) per share:
Basic $ 0.14 $ 0.01 $ 0.15 $ (0.01)
Diluted $ 0.13 $ 0.01 $ 0.15 $ (0.01)
Shares used in the computation of net income (loss) per share:
Basic 47,496 45,720 47,151 45,554
Diluted 49,150 46,046 48,647 45,554

See Accompanying Notes to Condensed Consolidated Financial Statements.




EXAR CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(In thousands)

(Unaudited)
Three Months Ended Six Months Ended
September September September September
29, 30, 29, 30,
2013 2012 2013 2012
Net income (loss) $ 6,482 $ 263 $ 7,288 $ (313)
Changes in market value of investments, net of tax:
Changes in unrealized gain (loss) on investments 166 532 (418) 263
Reclassification adjustment for net realized gains (losses) 33 (115) (26) (153)
Net change in market value of investments 199 417 (444) 110
Comprehensive income (loss) $ 6,631 $ 630 $ 6,844 $ (203)

See Accompanying Notes to Condensed Consolidated Financial Statements.




EXAR CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)

Cash flows from operating activities:
Net income ( loss)
Reconciliation of net income (loss) to net cash provided by operating activities:
Depreciation and amortization
Gain on sale of intangible asset
Stock-based compensation expense
Release of deferred tax valuation allowance
Net change in fair value of contingent consideration
Changes in operating assets and liabilities, net of effect of acquisition:
Accounts receivable and accounts receivable, related party
Inventories
Other current and non-current assets
Accounts payable
Accrued compensation and related benefits
Deferred income and allowance on sales to distributors and related party distributor
Other current and non-current liabilities
Net cash provided by operating activities

Cash flows from investing activities:
Purchases of property, plant and equipment and intellectual property, net
Purchases of short-term marketable securities
Proceeds from maturities of short-term marketable securities
Proceeds from sales of short-term marketable securities
Acquisition of Cadeka Microcircuits, LLC, net of cash acquired
Other disposal activities
Net cash used in investing activities

Cash flows from financing activities:
Proceeds from issuance of common stock
Purchase of stock for withholding taxes on vested restricted stock
Repurchase of common stock
Payments of lease financing obligations
Net cash provided by (used in) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of period
Cash and cash equivalents at the end of period

Supplemental disclosure of non-cash investing activities:
Issuance of common stock in connection with Cadeka acquisition

Six Months Ended

September 29, September 30,
2013 2012

$ 7,288 $ (313)
6,171 5,909
— (223)

4,710 1,521

(6,770) —

(2,495) —
(4,230) (5,366)

1,345 2,319

(427) 98

2,807 1,168
77 (818)
(668) (640)
(3,256) (3,612)

4,552 43
(749) (1,106)
(116,589) (81,477)

18,589 25,885

113,618 55,710
(23,111) —

125 110
(8,117) (878)

2,897 3,174

(1,018) —

(1,999) —
(982) (630)

(1,102) 2,544

(4,667) 1,709

14,718 8,714

$ 10,051 $ 10,423
$ 5,005 $ —

See Accompanying Notes to Condensed Consolidated Financial Statements.




EXAR CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1. ORGANIZATION AND BASIS OF PRESENTATION

Description of Business— Exar Corporation was incorporated in California in 1971 and reincorporated in Delaware in 1991. Exar
Corporation and its subsidiaries (“Exar” or “we”) is a fabless semiconductor company that designs, develops and markets high performance
analog mixed-signal integrated circuits and advanced sub-system solutions for the Networking & Storage, Industrial & Embedded, and
Communications Infrastructure markets. Exar's product portfolio includes power management and connectivity components, high-
performance analog and mixed-signal products, communications products and data compression and storage solutions.

Basis of Presentation and Use of Management Estimates—The accompanying condensed consolidated financial statements have been
prepared pursuant to the rules and regulations of the Securities and Exchange Commission (“SEC”) regarding interim financial reporting.
Accordingly, they do not include all of the information and footnotes required by generally accepted accounting principles for complete
financial statements and should be read in conjunction with the financial statements and notes thereto included in our Annual Report on Form
10-K for the fiscal year ended March 31, 2013 as filed with the SEC. In the opinion of management, the accompanying condensed
consolidated financial statements contain all adjustments, consisting only of normal recurring adjustments, that we believe are necessary for a
fair statement of Exar’s financial position as of September 29, 2013 and results of operations for the three and six months ended September
29, 2013 and September 30, 2012, respectively. These condensed consolidated financial statements are not necessarily indicative of the results
to be expected for the entire year.

The financial statements include management’s estimates and assumptions that affect the reported amounts of assets and liabilities as of
the date of the financial statements and the reported amounts of sales and expenses during the reporting periods. Actual results could differ
from those estimates, and material effects on operating results and financial position may result.

Our fiscal years consist of 52 or 53 weeks. In a 52-week year, each fiscal quarter consists of 13 weeks. Fiscal years 2014 and 2013
consisted of 52 weeks. The second quarter of fiscal years 2014 and 2013 both consisted of 13 weeks.

NOTE 2. RECENT ACCOUNTING PRONOUNCEMENTS

In July 2013, the Financial Accounting Standards Board (“FASB”) issued amended standards that provided explicit guidance on the
financial statement presentation of an unrecognized tax benefit when a net operating loss carryforward or a tax credit carryforward exists.
Under the amended standards, the unrecognized tax benefit, or a portion of an unrecognized tax benefit, should be presented in the financial
statements as a reduction to a deferred tax asset for a net operating loss carryforward or a tax credit carryforward. These amended standard
updates will be effective for our interim period beginning after December 15, 2013 and applied prospectively with early adoption permitted.
We are currently evaluating the impact of this guidance on the presentation of our financial positions, results of operations and cash flows.

In February 2013, the FASB issued amended standards to improve the reporting of reclassifications out of accumulated other
comprehensive income by requiring an entity to provide information about the amounts reclassified out of accumulated other comprehensive
income by component. In addition, an entity is required to present, either on the face of the statement where net income is presented or in the
notes, significant amounts reclassified out of accumulated other comprehensive income by the respective line items of net income but only if
the amount reclassified is required under U.S. GAAP to be reclassified to net income in its entirety in the same reporting period. For other
amounts that are not required under U.S. GAAP to be reclassified in their entirety to net income, an entity is required to cross-reference to
other disclosures required under U.S. GAAP that provide additional detail about those amounts. These amended standards are effective for
interim and annual reporting periods beginning after December 15, 2012. The adoption of this guidance did not have any material impact on
our financial position, results of operations or cash flows.

In July 2012, the FASB issued amended standards to simplify how entities test indefinite-lived intangible assets for impairment which
improve consistency in impairment testing requirements among long-lived asset categories. These amended standards permit an assessment of
qualitative factors to determine whether it is more likely than not that the fair value of an indefinite-lived intangible asset is less than its
carrying value. For assets in which this assessment concludes it is more likely than not that the fair value is more than its carrying value, these
amended standards eliminate the requirement to perform quantitative impairment testing as outlined in the previously issued standards. These
amended standards are effective for annual and interim impairment tests performed for fiscal years beginning after September 15, 2012, with
early adoption permitted. The adoption of this guidance did not have a material impact on our financial position, results of operations or cash
flows.




NOTE 3. BUSINESS COMBINATIONS

We periodically evaluate potential strategic acquisitions to broaden our product offering and build upon our existing library of
intellectual property, human capital and engineering talent in order to expand our capabilities in the areas in which we operate or to acquire
complementary businesses.

We account for each business combination by applying the acquisition method, which requires (1) identifying the acquiree;
(2) determining the acquisition date; (3) recognizing and measuring the identifiable assets acquired, the liabilities assumed, and any
noncontrolling interest we have in the acquiree at their acquisition date fair value; and (4) recognizing and measuring goodwill or a gain from
a bargain purchase.

Assets acquired and liabilities assumed in a business combination that arise from contingencies are recognized at fair value on the
acquisition date if fair value can be determined during the measurement period. If fair value cannot be determined, we typically account for the
acquired contingencies using existing guidance for a reasonable estimate.

To establish fair value, we measure the price that would be received to sell an asset or paid to transfer a liability in an ordinary
transaction between market participants. The measurement assumes the highest and best use of the asset by the market participants that would
maximize the value of the asset or the group of assets within which the asset would be used at the measurement date, even if the intended use
of the asset is different.

Acquisition related costs, including finder’s fees, advisory, legal, accounting, valuation and other professional or consulting fees are
accounted for as expenses in the periods in which the costs are incurred and the services are received, with the exception that the costs to
issue debt or equity securities are recognized in accordance with other applicable GAAP.

Acquisition of Cadeka

On July 5, 2013, we completed the acquisition of substantially all of the assets of Cadeka Technologies (Cayman) Holding Ltd., a
privately held company organized under the laws of the Cayman Islands and all the outstanding stock of the subsidiaries of Cadeka, including
the equity of its wholly owned subsidiary Cadeka Microcircuits, LLC, a Colorado limited liability company (“‘Cadeka”). With locations in
Loveland, Colorado, Shenzhen and Wuxi, China, Cadeka designs, develops and markets high precision analog integrated circuits for use in
industrial and high reliability applications. Cadeka’s results of operations and estimated fair value of assets acquired and liabilities assumed
were included in our condensed consolidated financial statements beginning July 6, 2013. The pro forma effects of the portion of the Cadeka
operations assumed through the transaction on our results of operations during fiscal years 2013 and 2012 were considered immaterial.

Consideration

The purchase consideration includes approximately 454,000 shares of our common stock issued to the shareholders of Cadeka (valued
at $5.2 million) and a cash payment of $25.0 million (less an amount of $1.0 million, inclusive of 15,000 shares, held back temporarily to
satisfy potential indemnity claims). An additional purchase price consideration earn-out (up to $5.0 million) may be earned over the next two
fiscal years contingent upon achieving certain revenue targets, and may be paid in the form of cash, stock or both. The $5.2 million worth of
shares issued at closing were valued on the date of the acquisition, and the fair value of contingent earn-outs was derived using a probability-
based approach on various revenue assumptions and discounted to a present value. Final determination of the earn-out liability can range from
zero to $5.0 million based on the actual achievement of the revenue targets. Fair value of contingent consideration is subject to periodic
revaluation and any change in the fair value of contingent consideration from the events after the acquisition date will be recognized in
earnings of the period in which the fair value changes. The probability—based approach used to fair value contingent consideration is based on
significant inputs not observed in the market and thus represents a Level 3 measurement. The significant unobservable inputs include
projected revenues, percentage probability of occurrence and a discount rate to present value the future payments. The summary of the
preliminary purchase consideration is as follows (in thousands):

Amount
Cash $ 25,000
Equity instruments 5,177
Estimated fair value of earn-out payments 4,660
Total consideration paid $ 34,837




In accordance with ASC 805, Business Combinations, the acquisition of Cadeka was recorded as a purchase business acquisition since
Cadeka was considered a business. Under the purchase method of accounting, the fair value of the consideration was allocated to net assets
acquired at their fair values. The fair value of purchased identifiable intangible assets and contingent earn-outs were derived from model-
based valuations from significant unobservable inputs (“Level 3 inputs”) determined by management. The fair value of purchased identifiable
intangible assets was determined using discounted cash flow models from operating projections prepared by management using an internal
rate of return ranging from 15% to 23%. The fair value of the contingent earn-out was a probability-based approach that includes significant
unobservable inputs. See Note 4 — “Fair Value,” for additional details of the inputs used to determine the fair value of the contingent earn-
out. The excess of the preliminary fair value of consideration paid over the preliminary fair values of net assets acquired and identifiable
intangible assets resulted in recognition of goodwill of approximately $12.4 million prior to considering the impact on deferred tax assets and
liabilities. The goodwill results largely of expected synergies from combining the operations of Cadeka with that of Exar and is not expected
to be tax deductible. After considering the impact of deductible and taxable temporary tax differences on the acquired business, a deferred tax
liability of $6.8 million was established primarily related to identified intangible asset basis differences, which resulted in a total goodwill
amount recorded as part of the acquisition of $19.2 million. Additionally, in accordance with ASC 805, Business Combinations, we also
evaluated the impact of the acquisition on Exar’s valuation allowance, the impact of which is recorded outside of purchase accounting,
resulting in a release of the valuation allowance and an income tax benefit of $6.8 million.

Preliminary Purchase Price Allocation

The allocation of the total preliminary purchase price to Cadeka’s tangible and identifiable intangible assets and liabilities assumed was
based on their estimated fair values at the date of acquisition.

The preliminary fair value allocated to each of the major classes of tangible and identifiable intangible assets acquired and liabilities
assumed in the Cadeka acquisition was as follows (in thousands):

Amount
Identifiable tangible assets
Cash 1,055
Accounts Receivable 241
Inventories 1,756
Property, plant and equipment 231
Other assets 3
Accounts payable and accruals (7,400)
Other short-term liabilities (520)
Long-term liabilities (126)
Total identifiable tangible assets, net (4,760)
Identifiable intangible assets 20,380
Total identifiable assets, net 15,620
Goodwill 19,217
Fair value of total consideration transferred $ 345837

The following table sets forth the components of identifiable intangible assets acquired in connection with the Cadeka acquisition (in
thousands):

Fair Value
Developed technologies $ 15,720
In-process research and development 2,280
Customer relations 2,170
Trade name 210
Total identifiable intangible assets $ 20,380

In valuing specific components of the acquisition, that includes deferred taxes, and intangibles required us to make estimates that may be
adjusted in the future, if new information is obtained about circumstances that existed as of the acquisition date that, if known, would have
resulted in the recognition of those assets and liabilities as of that date. Thus, the purchase price allocation is considered preliminary and
dependent upon the finalization of the valuation of assets acquired and liabilities assumed, including income tax effects. Final determination of
these estimates could result in an adjustment to the preliminary purchase price allocation, with an offsetting adjustment to goodwill.

Acquisition Related Costs

Acquisition related costs, or deal costs, relating to Cadeka are included in the selling, general and administrative line on the condensed
consolidated statement of operations for the six months ended September 29, 2013, and were approximately $0.3 million.




Acquisition of Altior

On March 22, 2013, we completed the acquisition of substantially all of the assets of Altior Inc. (“Altior”), a developer of data
management solutions in Eatontown, New Jersey. Altior’s results of operations and estimated fair value of assets acquired and liabilities
assumed were included in our consolidated financial statements beginning March 23, 2013. The pro forma effects of the portion of the Altior
operations assumed through the transaction on our results of operations during fiscal years 2013 and 2012 were considered immaterial.

Consideration

The purchase consideration includes approximately 358,000 of our shares issued to the shareholders of Altior, a cash payment of $1.0
million (of which $0.25 million was held back temporarily to satisfy potential indemnity claims), and additional purchase price consideration
earn-outs which may be paid in the form of cash, shares or a combination thereof (not to exceed $20.0 million in aggregate) payable over the
next three fiscal years contingent upon achieving certain revenue targets. The $3.7 million worth of shares issued as consideration were
valued on the date of the acquisition, and the fair value of contingent earn-outs was derived using a probability-based approach on various
revenue assumptions. Final determination of the earn-out liability can range from zero to $20.0 million based on the actual achievement of the
revenue targets. Fair value of contingent consideration is subject to periodic revaluation and any change in the fair value of contingent
consideration from the events after the acquisition date, will be recognized in earnings of the period in which the fair value changes. The
probability—based approach used to fair value contingent consideration is based on significant inputs not observed in the market and thus
represents a Level 3 measurement. The significant unobservable inputs include projected revenues, percentage probability of occurrence and a
discount rate to present value the future payments. The summary of the purchase consideration is as follows (in thousands):

Amount
Cash $ 1,000
Equity instruments 3,740
Estimated fair value of earn-out payments 10,138
Total consideration paid $ 14,878

In accordance with ASC 805, Business Combinations, the acquisition of Altior was recorded as a purchase business acquisition since
Altior was considered a business. Under the purchase method of accounting, the fair value of the consideration was allocated to assets and
liabilities assumed at their fair values. The fair value of purchased identifiable intangible assets and contingent earn-outs were derived from
model-based valuations from significant unobservable inputs (“Level 3 inputs”) determined by management. The fair value of purchased
identifiable intangible assets was determined using discounted cash flow models from operating projections prepared by management using
an internal rate of return ranging from 12% to 19%. The fair value of the contingent earn-outs was a probability-based approach that includes
significant unobservable inputs. See Note 4 — “Fair Value,” for additional details of the inputs used to determine the fair value of the
contingent earn-out. The excess of the fair value of consideration paid over the fair values of net assets and liabilities acquired and identifiable
intangible assets resulted in recognition of goodwill of approximately $7.2 million. The goodwill consists largely of expected synergies from
combining the operations of Altior with that of Exar and is deductible over 15 years for tax purposes.

Purchase Price Allocation

The allocation of the purchase price to Altior’s tangible and identifiable intangible assets and liabilities assumed was based on their
estimated fair values at the date of acquisition.
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The fair value allocated to each of the major classes of tangible and identifiable intangible assets acquired and liabilities assumed in the
Altior acquisition was as follows (in thousands):

Amount
Identifiable tangible assets
Inventories $ 126
Property, plant and equipment 140
Other assets 36
Accounts payable and accruals (24)
Other short-term liabilities (51)
Long-term liabilities (61)
Total identifiable tangible assets, net 166
Identifiable intangible assets — existing technology 7,540
Total identifiable assets, net 7,706
Goodwill 7,172
Fair value of total consideration transferred $ 14,878

Acquisition Related Costs

Acquisition related costs, or deal costs, relating to Altior are included in the selling, general and administrative line on the consolidated
statement of operations for fiscal year 2013, were approximately $48,000.

NOTE4. FAIR VALUE

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants on the measurement date. Valuation
techniques used to measure fair value must maximize the use of observable inputs and minimize the use of unobservable inputs. GAAP
describes a fair value hierarchy based on three levels of inputs, of which the first two are considered observable and the last unobservable,
that may be used to measure fair value as follows:

Level 1 — Quoted prices in active markets for identical assets or liabilities.
Level 2 — Inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices for similar assets or liabilities;
quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by observable market data for

substantially the full term of the assets or liabilities.

Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or
liabilities.

Our cash and investment instruments are classified within Level 1 or Level 2 of the fair value hierarchy because they are valued using
quoted market prices, broker or dealer quotations, or alternative pricing sources with reasonable levels of price transparency.

The fair value of contingent consideration arising from the acquisitions of Altior and Cadeka is classified within Level 3 of the fair value
hierarchy since it is based on a probability-based approach that includes significant unobservable inputs.

There were no transfers between Level 1, Level 2, and Level 3 during the fiscal quarter ended September 29, 2013.
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Our investment assets, measured at fair value on a recurring basis, as of the dates indicated below were as follows (in thousands, except
for percentages):

September 29, 2013
Level 1 Level 2 Level 3 Total

Assets:
Money market funds $ 2,428 $ — $ — 2,428 1%
U.S. government and agency

securities 19,333 28,067 — 47,400 27%
State and local government securities — 2,832 — 2,832 2%
Corporate bonds and securities 3 85,387 — 85,390 48%
Asset-backed securities — 28,490 — 28,490 16%
Mortgage-backed securities — 10,750 — 10,750 6%
Total investment assets $ 21,764 $ 155,526 $ — % 177,290 100%
Liabilities:
Acquisition-related contingent

consideration — Altior $ — 3 — 3 7,643 $ 7,643 62%
Acquisition-related contingent

consideration — Cadeka $ —  $ — 3 4,660 $ 4,660 38%
Total liabilities $ — 3 — 3 12,303 $ 12,303 100%

March 31, 2013
Level 1 Level 2 Level 3 Total

Assets:
Money market funds $ 5,042 $ — 3 — 3 5,042 3%
U.S. government and agency

securities 22,460 19,261 — 41,721 21%
State and local government securities — 2,935 — 2,935 1%
Corporate bonds and securities 274 91,955 — 92,229 47%
Asset-backed securities — 30,966 — 30,966 16%
Mortgage-backed securities — 22,736 — 22,736 12%
Total investment assets $ 27,776 $ 167,853 $ — 3 195,629 100%
Liabilities:
Acquisition-related contingent

consideration — Altior $ — 3 — 3 10,138 $ 10,138 100%

Our cash, cash equivalents and short-term marketable securities as of the dates indicated below were as follows (in thousands):

September 29, March 31,
2013 2013
Cash and cash equivalents
Cash at financial institutions $ 7,623 $ 9,676
Cash equivalents
Money market funds 2,428 5,042
Total cash and cash equivalents $ 10,051 $ 14,718
Available-for-sale securities
U.S. government and agency securities $ 47,400 $ 41,721
State and local government securities 2,832 2,935
Corporate bonds and securities 85,390 92,229
Asset-backed securities 28,490 30,966
Mortgage-backed securities 10,750 22,736
Total short-term marketable securities $ 174,862 $ 190,587

Our marketable securities include U.S. government and agency securities, state and local government securities, corporate bonds and
securities, and asset-backed and mortgage-backed securities. We classify investments as available-for-sale at the time of purchase and re-
evaluate such designation as of each balance sheet date. We amortize premiums and accrete discounts to interest income over the life of the
investment. Our available-for-sale securities, which we intend to sell as necessary to meet our liquidity requirements, are classified as cash
equivalents if the maturity date is 90 days or less from the date of purchase and as short-term marketable securities if the maturity date is
greater than 90 days from the date of purchase.
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All marketable securities are reported at fair value based on the estimated or quoted market prices as of each balance sheet date, with
unrealized gains or losses, net of tax effect, recorded in the condensed consolidated statements of other comprehensive income except those
unrealized losses that are deemed to be other than temporary which are reflected in the impairment charges on investments line item on the

condensed consolidated statements of operations.

The fair value of contingent consideration was determined based on a probability-based approach which includes projected revenues,
percentage probability of occurrence and discount rate to present value payments. A significant increase (decrease) in the projected revenue,
discount rate or probability of occurrence in isolation could result in a significantly higher (lower) fair value measurement.

The following table presents quantitative information about the inputs and valuation methodologies used for our fair value
measurements classified in Level 3 of the fair value hierarchy as of September 29, 2013.

Fair Value
(in thousands)

Valuation
Technique

Significant
Unobservable Input

As of September 29, 2013

Acquisition-related contingent
consideration — Altior $

Acquisition-related contingent
consideration — Cadeka $

Revenue and
Probability of

Combination of
income and

7,643 marketable approach ~Achievement

Revenue and
Probability of

Combination of
income and

4,660 marketable approach Achievement

We calculate the fair value of the contingent consideration on a quarterly basis based on additional information as it becomes available.
Any change in the fair value adjustment is recorded in the earnings of that period.

The change in the fair value of our Altior purchase consideration liability is as follows:

As of March 31, 2013
Less: Adjustment to purchase consideration
As of September 29, 2013

September 29,
2013
$ 10,138
(2,495)
$ 7,643

We have focused our resources on developing and marketing our coprocessor products with the Altior software technology
incorporated. These products, when compared to the Altior legacy FPGA-based products, will earn credit under the asset purchase agreement
at a lower rate, resulting in a lower probability of meeting certain near-term earn-out targets. As a result, the fair value of the contingent
consideration for Altior acquisition was reduced by $2.5 million and credited to operating expense for the three months ended September 29,

2013.

Realized gains (losses) on the sale of marketable securities are determined by the specific identification method and are reflected in the
interest income and other net, line item on the condensed consolidated statements of operations.

Our net realized gains (losses) on marketable securities for the periods indicated below were as follows (in thousands):

Gross realized gains
Gross realized losses
Net realized income (losses)

Three Months Ended Six Months Ended

September 29, September 30, September 29, September 30,

2013 2012 2013 2012
$ 164 $ 144 $ 382§ 384
(131) (259) (408) (537)
$ 33 $ 115 $ (26) $ (153)
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The following table summarizes our investments in marketable securities as of the dates indicated below (in thousands):

September 29, 2013
Unrealized Unrealized
Amortized Gross Gross
Cost Gains V) Losses Fair Value
Money market funds $ 2,428 $ — — $ 2,428
U.S. government and agency securities 47,402 15 a7 47,400
State and local government securities 2,837 1 (6) 2,832
Corporate bonds and securities 85,413 58 81) 85,390
Asset-backed securities 28,528 14 (52) 28,490
Mortgage-backed securities 10,797 21 (68) 10,750
Total investments $ 177,405 $ 109 $ (224) $ 177,290
March 31, 2013
Unrealized Unrealized
Amortized Gross Gross
Cost Gains V) Losses () Fair Value
Money market funds $ 5,042 $ — 3 =3 5,042
U.S. government and agency securities 41,694 27 — 41,721
State and local government securities 2,927 10 2) 2,935
Corporate bonds and securities 92,059 215 45) 92,229
Asset-backed securities 30,932 61 27 30,966
Mortgage-backed securities 22,646 194 (104) 22,736
Total investments $ 195,300 $ 507 $ (178) $ 195,629

(1) Gross of tax impact

Our asset-backed securities are comprised primarily of premium tranches of vehicle loans and credit card receivables, while our
mortgage-backed securities are primarily from Federal agencies. We do not own auction rate securities nor do we own securities that are
classified as subprime. As of September 29, 2013, we have sufficient liquidity and do not intend to sell these securities to fund normal
operations or realize any significant losses in the short term; however, these securities are available for use, if needed, for current operations.

Management determines the appropriate classification of cash equivalents or short-term marketable securities at the time of purchase and
reevaluates such classification as of each balance sheet date. The investments are adjusted for amortization of premiums and accretion of
discounts to maturity and such accretion/amortization, which is immaterial for all periods presented, is included in the interest income and
other, net line in the condensed consolidated statements of operations. Cash equivalents and short-term marketable securities are reported at
fair value with the related unrealized gains and losses included in the accumulated other comprehensive losses line in the condensed
consolidated balance sheets. As of September 29, 2013, there was approximately $0.9 million of unrealized losses, net of tax from our Level
1 and Level 2 investments.

We periodically review our investments in unrealized loss positions for other-than-temporary impairments. This evaluation includes, but
is not limited to, significant quantitative and qualitative assessments and estimates regarding credit ratings, collateralized support, the length of
time and significance of a security’s loss position, our intent not to sell the security, and whether it is more likely than not that we will not
have to sell the security before recovery of its cost basis. For the three and six months ended September 29, 2013 and September 30, 2012,
respectively, there were no investments identified with other than temporary declines in value.

The amortized cost and estimated fair value of cash equivalents and marketable securities classified as available-for-sale by expected
maturity as of the dates indicated below were as follows (in thousands):

September 29, 2013 March 31, 2013
Amortized Amortized
Cost Fair Value Cost Fair Value
Less than 1 year $ 57,231 $ 57,215 $ 61,011 $ 61,029
Duein 1 to 5 years 120,174 120,075 134,289 134,600
Total $ 177,405 $ 177,290 $ 195,300 $ 195,629




The following table summarizes the gross unrealized losses and fair values of our investments in an unrealized loss position as of the
dates indicated below, aggregated by investment category and length of time that individual securities have been in a continuous unrealized

loss position (in thousands):

September 29, 2013
Less than 12 months 12 months or greater Total
Gross Gross Gross
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
U.S. government and
agency securities $ 21,759 $ a7 $ — — $ 21,759 $ (17)
State and local government
securities 1,515 5 315 (1) 1,830 (6)
Corporate bonds and
securities 48,977 (80) 758 (1) 49,735 (81)
Asset-backed securities 15,817 (44) 2,143 (8) 17,960 (52)
Mortgage-backed securities 249 2) 7,161 (66) 7,410 (68)
Total $ 88,317 $ (148) $ 10,377 $ (76) $ 98,694 $ (224)
March 31, 2013
Less than 12 months 12 months or greater Total
Gross Gross Gross
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
State and local government
securities $ — % — 404 $ 2 $ 404 $ 2)
Corporate bonds and
securities 29,609 42) 497 3) 30,106 45)
Asset-backed securities 10,008 17) 1,241 (10) 11,249 27)
Mortgage-backed securities 2911 (39) 3,263 (65) 6,174 (104)
Total $ 42,528 $ 98) $ 5,405 $ 80) $ 47933 $ (178)
NOTE 5. GOODWILL AND INTANGIBLE ASSETS

Goodwill

Goodwill represents the excess of the purchase price over the fair value of the net tangible and identifiable intangible assets acquired in a
business combination. We evaluate goodwill for impairment on an annual basis or whenever events and changes in circumstances suggest
that the carrying amount may not be recoverable. We conduct our annual impairment analysis in the fourth quarter of each fiscal year.
Impairment of goodwill is tested at the reporting unit level by comparing the reporting unit’s carrying amount, including goodwill, to the fair
value of the reporting unit. Estimations and assumptions regarding the number of reporting units, future performances, results of our
operations and comparability of our market capitalization and net book value will be used. If the carrying amount of the reporting unit exceeds
its fair value, goodwill is considered impaired and a second step is performed to measure the amount of impairment loss. Because we have
one reporting unit, we utilize an entity-wide approach to assess goodwill for impairment. As of September 29, 2013, no events or changes in
circumstances suggest that the carrying amount for goodwill may not be recoverable and therefore we did not perform an interim goodwill

impairment analysis.

The changes in the carrying amount of goodwill for fiscal years 2014 and 2013 were as follows (in thousands):

Beginning balance
Goodwill additions
Ending balance

September 29, March 31,
2013 2013
$ 10,356 $ 3,184
19,217 7,172
$ 29,573 $ 10,356

The goodwill additions during the six months ended September 29, 2013 consist of $19.2 million residual allocation from the Cadeka
acquisition purchase price accounting. Goodwill additions during the fiscal year ended March 31, 2013 consisted of $7.2 million residual

allocation from the Altior acquisition purchase price accounting.




Intangible Assets

Our purchased intangible assets as of the dates indicated below were as follows (in thousands):

September 29, 2013 March 31, 2013
Net Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Amount Amortization Amount Amount Amortization Amount
Amortized intangible assets:
Existing technology  $ 58,588 $ (33,914) $ 24,674 $ 42,858 $ (30,668) $ 12,190
Patents/Core
technology 3,459 (3,280) 179 3,459 (3,182) 277
Distributor
relationships 1,264 (1,260) 4 1,264 (1,219) 45
Customer
relationships 5,075 (2,351) 2,724 2,905 (2,079) 826
Tradenames 210 17 193 — — —
Total intangible assets
subject to
amortization 68,596 (40,822) 27,774 50,486 (37,148) 13,338
In-process research
and development 2,280 — 2,280 — — —
Total $ 70,876 $ (40,822) $ 30,054 $ 50,486 $ (37,148) $ 13,338

Long-lived assets are amortized on a straight-line basis over their respective estimated useful lives. Existing technology is amortized
over two to nine years. Patents/core technology is amortized over five to six years. Distributor relationships are amortized over six years.
Customer relationships are amortized over five to seven years. Tradenames are amortized over three years. We evaluate the remaining useful
life of our long-lived assets that are being amortized each reporting period to determine whether events and circumstances warrant a revision
to the remaining period of amortization. If the estimate of an intangible asset’s remaining useful life is changed, the remaining carrying
amount of the long-lived asset is amortized prospectively over the remaining useful life. Long-lived assets are evaluated for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. If an indicator of
impairment exists, we compare the carrying value of long-lived assets to our projection of future undiscounted cash flows attributable to such
assets and, in the event that the carrying value exceeds the future undiscounted cash flows, we record an impairment charge equal to the
excess of the carrying value over the asset’s fair value. Although the assumptions used in projecting future revenues and gross margins are
consistent with those used in our annual strategic planning process, intangible asset impairment charges might be required in future periods if
our assumptions are not achieved.

As of September 29, 2013, there were no indicators that required us to perform an intangible assets impairment review.
The aggregate amortization expenses for our purchased intangible assets for the periods indicated below were as follows (in thousands):

Six Months Ended

September 29,
2013

3,674 $

Three Months Ended

September 29, September 30,
2013 2012

2,130 1,048 $

September 30,
2012

2,161

Amortization expense

$ $

The total future amortization expenses for our purchased intangible assets are summarized below (in thousands):

Amortization Expense (by fiscal year)

2014 (6 months remaining) $ 3,982
2015 6,039
2016 4,863
2017 3,449
2018 3,255
2019 and thereafter 6,186
Total future amortization $ 27,774

NOTE 6. LONG-TERM INVESTMENT

Our long-term investment consists of our investment in Skypoint Telecom Fund II (US), L.P. (“Skypoint Fund”). Skypoint Fund is a
venture capital fund that invested primarily in private companies in the telecommunications and/or networking industries. We account for this
non-marketable equity investment under the cost method. We periodically review and determine whether the investment is other-than-
temporarily impaired, in which case the investment is written down to its impaired value.
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As of the dates indicated below, our long-term investment balance, which is included in the “Other non-current assets” line item on the
condensed consolidated balance sheets, consisted of the following (in thousands):

September 29, March 31,
2013 2013
Beginning balance $ 1,288 $ 1,273
Contributions — 15
Ending balance $ 1,288 $ 1,288

The carrying amount of $1.3 million as of September 29, 2013 reflects the net of the capital contributions, capital distributions and
cumulative impairment charges. We have made $4.8 million in capital contributions to Skypoint Fund since we became a limited partner in
July 2001. During the first quarter of fiscal year 2013, we contributed $15,000 to the fund. The Partnership is currently in the dissolution
phase. As of September 29, 2013, we do not have any further capital commitments.

Impairment

We evaluate our long-term investment for impairment whenever events and changes in circumstances suggest that the carrying amount
may not be recoverable. We conduct our annual impairment analysis in the fourth quarter of each fiscal year by comparing the carrying
amount to the fair value of the underlying investments. If the carrying amount exceeds its fair value, long term-investment is considered
impaired and a second step is performed to measure the amount of impairment loss. We analyzed the fair value of the underlying investments
of Skypoint Fund and as a result, no impairment was recorded during the second fiscal quarter of 2014.

NOTE 7. RELATED PARTY TRANSACTIONS

Affiliates of Future Electronics Inc. (“Future”), Alonim Investments Inc. and two of its affiliates (collectively “Alonim”), own
approximately 7.6 million shares, or approximately 16%, of our outstanding common stock as of September 29, 2013. As such, Alonim is
our largest stockholder.

Our sales to Future are made under a distribution agreement that provides protection against price reduction for its inventory of our
products and other sales allowances that are also provided to certain of our other distributor partners. We recognize revenue on sales to Future

when Future sells the products to its end customers. Future has historically accounted for a significant portion of our net sales.

Related party contributions to our total net sales for the periods indicated below were as follows:

Three Months Ended Six Months Ended
September 29, September 30, September 29, September 30,
2013 2012 2013 2012
Future 27% 30% 27% 32%

Related party receivables to our net accounts receivables were as follows as of the dates indicated below:

September 29, March 31,
2013 2013

Future 16% 21%

Related party expenses for marketing promotional materials reimbursed were not significant for the three and six months ended
September 29, 2013 and September 30, 2012, respectively.

We rent our Loveland, Colorado office from an entity, which is partially-owned by one of the founders of Cadeka, who is now one of
our employees. We have recorded $69,000 in related party rent expense for both the three and six months ended September 29, 2013.

17




NOTE 8. RESTRUCTURING CHARGES AND EXIT COSTS
2014 Restructuring Charges and Exit Costs

During the three and six months ended September 29, 2013, we incurred restructuring charges and exit costs of $0.4 million and $1.4
million, respectively. The charges include $1.2 million of severance benefits, net of adjustments in other costs and $0.2 million of costs
related to efforts to sell and market our campus in Fremont, California.

2013 Restructuring Charges and Exit Costs

In the fourth quarter of fiscal year 2013, we recorded $0.3 million restructuring charges and exit costs and released a $0.5 million
liability related to Industrial Research Assistance Program with Canadian governmental agency. In the third, second and first quarters of fiscal
year 2013, we recorded restructuring charges and exit costs of $0.6 million, $0.3 million and $0.9 million, respectively. Of the total
restructuring charges and exit costs recorded in fiscal year 2013, $0.3 million was reflected in cost of sales and $1.3 million was reflected in
operating expenses within our consolidated statements of operations.

Our restructuring liabilities were included in the other current liabilities and other non-current obligations lines within our condensed
consolidated balance sheets. The following table summarizes the activities affecting the liabilities as of the dates indicated below (in
thousands):

September 29, 2013
Beginning Additions/ Non-cash Ending
balance adjustments charges Payments balance
Lease termination costs and others $ 2,860 $ 76) $ ae) $ (183) $ 2,585
Severance 426 1,270 — (1,122) 574
Sale / Leaseback of Exar campus — 226 — (188) 38
Balance at September 29, 2013 $ 3286 $ 1,420 $ (16) $ (1,493) $ 3,197
March 31, 2013
Beginning Additions/ Non-cash Ending
balance adjustments charges Payments balance
Lease termination costs and others $ 5235 $ 6 $ 56) $ (2,325) $ 2,860
Severance 2,806 1,548 — (3,928) 426
Balance at March 31, 2013 $ 8,041 $ 1,554 $ (56) $ (6,253) $ 3,286
NOTE 9. BALANCE SHEET DETAIL
Our inventories consisted of the following as of the dates indicated below (in thousands):
September 29, March 31,
2013 2013
Work-in-process and raw materials $ 11,556 $ 9,981
Finished goods 8,285 9,449
Total inventories $ 19,841 $ 19,430

Our property, plant and equipment consisted of the following as of the dates indicated below (in thousands):

September 29, March 31,
2013 2013
Land $ — 3 6,660
Building 807 16,224
Machinery and equipment 39,628 42,258
Software and licenses 17,350 17,566
Property, plant and equipment, total 57,785 82,708
Accumulated depreciation and amortization (48,632) (58,608)
Total property, plant and equipment, net 9,153 $ 24,100
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Our other current liabilities consisted of the following as of the dates indicated below (in thousands):

September 29, March 31,
2013 2013
Fair value of earn-out liability — short-term $ 3,780 $ 2,599
Short-term lease financing obligations 3,266 3,189
Accrued restructuring charges and exit costs 2,019 2,020
Accrued manufacturing expenses, royalties and licenses 1,761 2,370
Purchase consideration holdback 1,256 250
Accrued legal and professional services 949 746
Accrued sales and marketing expenses 521 576
Accrual for dispute resolution — 2,727
Other 823 738
Total other current liabilities $ 14,375 $ 15,215

Our other non-current obligations consisted of the following (in thousands) as of the dates indicated:

September 29, March 31,
2013 2013
Fair value of earn-out liability — long—term $ 8,523 $ 7,539
Long-term taxes payable 2,215 2,225
Accrued restructuring charges and exit costs 1,178 1,266
Other 634 174
Total other non-current obligations $ 12,550 $ 11,204

NOTE 10. NET INCOME (LOSS) PER SHARE

Basic net income (loss) per share excludes dilution and is computed by dividing net income (loss) by the weighted average number of
common shares outstanding for the applicable period. Diluted earnings per share reflects the potential dilution that would occur if outstanding
stock options or warrants to purchase common stock were exercised for common stock, using the treasury stock method, and the common
stock underlying outstanding restricted stock units (“RSUs”) was issued.

The following table summarizes our net income (loss) per share for the periods indicated below (in thousands, except per share
amounts):

Three Months Ended Six Months Ended
September September September September
29, 30, 29, 30,
2013 2012 2013 2012
Net income (loss) $ 6,482 $ 263 $ 7,288 $ (313)
Shares used in computation of net income (loss) per share:
Basic 47,496 45,720 47,151 45,554
Effect of options and awards 1,654 326 1,496 —
Diluted 49,150 46,046 48,647 45,554
Net income (loss) per share
Basic $ 0.14 §$ 001 $ 0.15 $ (0.01)
Diluted $ 0.13 §$ 001 $ 0.15 $ (0.01)

All outstanding stock options and restricted stock units (“RSUs”) are potentially dilutive securities. In the three and six months ended
September 29, 2013, approximately 1.1 million shares and 0.8 million shares were excluded from the computation of diluted net income per
share because they were determined to be anti-dilutive.

In the three months ended September 30, 2012, approximately 4.1 million shares were excluded from the computation of diluted net
income per share because they were determined to be anti-dilutive. For the six months ended September 30, 2012, all shares attributable to
outstanding options and RSUs were excluded from the computation of diluted net loss per share, as inclusion of such shares would have had
an anti-dilutive effect.
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NOTE 11. COMMON STOCK REPURCHASES

From time to time, we acquire outstanding common stock in the open market to partially offset dilution from our equity award
programs, to increase our return on our invested capital and to bring our cash to a more appropriate level for our organization.

On August 28, 2007, we announced the approval of a share repurchase plan under which we were authorized to repurchase up to
$100.0 million of our common stock.

On July 9, 2013, we announced the approval of a share repurchase program under which we were authorized to repurchase an
additional $50.0 million of our common stock. The repurchase program does not have a termination date, and may be modified, extended or
terminated at any time. We intend to retire all shares repurchased under the stock repurchase plan. The purchase price for the repurchased
shares of Exar is reflected as a reduction of common stock and additional paid-in capital. We may continue to repurchase our common stock
under the repurchase plan, which would reduce our cash, cash equivalents and/or short-term marketable securities available to fund future
operations and to meet other liquidity requirements.

As of September 29, 2013, we had repurchased shares valued at $90.2 million under the August 2007 repurchase. During the three and
six months ended September 29, 2013, we repurchased $2.0 million of our common stock under the July 2013 repurchase program. The
repurchased shares were retired immediately after the quarter end. The remaining authorized amount for the stock repurchase under the
repurchase programs is $59.8 million.

Stock repurchase activities during the six months ended September 29, 2013 were indicated below (in thousands, except per share
amounts):

Average Price

Paid
Total number of Per Share Amount Paid for
Shares Purchased (or Unit) Purchase
Balances, March 31, 2013 9,564 $ 9.22 $ 88,189
Repurchases for six months 153 $ 13.07 1,999
Balances, September 29, 2013 9,717 $ 928 $ 90,188

Note: The average price paid per share is based on the total price paid by Exar, which includes applicable broker fees.
NOTE 12. STOCK-BASED COMPENSATION
Employee Stock Participation Plan (“ESPP”)

Our ESPP permits employees to purchase common stock through payroll deductions at a purchase price that is equal to 95% of our
common stock price on the last trading day of each three-calendar-month offering period. Our ESPP is non-compensatory.

The following table summarizes our ESPP transactions during the fiscal periods presented (in thousands, except per share amounts):

As of
September 29, Six Months Ended
2013 September 29, 2013
Shares of Weighted
Common Shares of Common Average
Stock Stock Price per Share
Authorized to issue 4,500
Reserved for future issuance 1,386
Issued 6 $ 10.34

Equity Incentive Plans

We currently have two equity incentive plans, in which shares are available for future issuance, the Exar Corporation 2006 Equity
Incentive Plan (“2006 Plan”) and the Sipex Corporation (“Sipex”’) 2006 Equity Incentive Plan (“Sipex Plan”), the latter of which was
assumed in connection with the August 2007 acquisition of Sipex.

The 2006 Plan authorizes the issuance of stock options, stock appreciation rights, restricted stock, stock bonuses and other forms of
awards granted or denominated in common stock or units of common stock, as well as cash bonus awards. RSUs granted under the 2006
Plan are counted against authorized shares available for future issuance on a basis of two shares for every RSU issued. The 2006 Plan allows
for performance-based vesting and partial vesting based upon the level of performance. Grants under the Sipex Plan are only available to
former Sipex’s employees or employees of Exar hired after the Sipex acquisition. At our annual meeting on September 15, 2010, our
stockholders approved an amendment to the 2006 Plan to increase the aggregate share limit under the 2006 Plan by an additional 5.5 million
shares to 8.3 million shares. At September 29, 2013, there were 2.5 million shares available for future grant under all our equity incentive



plans.
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Stock Option Activities

Our stock option transactions during the six months ended September 29, 2013 were indicated below:

Balance at March 31, 2013
Granted
Exercised
Forfeited
Cancelled
Balance at September 29, 2013

Vested and expected to vest, September 29,
2013
Vested and exercisable, September 29, 2013

Weighted In-the-money
Weighted Average Aggregate Options
Average Remaining Intrinsic Vested and
Exercise Contractual  Value Exercisable
Price per Term (in (in
QOutstanding  Share (in years) thousands) thousands)
6,212,333 $ 7.48 5.04 $ 19,199 $ 1,481
1,053,500 12.02
(394,025) 7.16
(485,360) 7.85
(6,034) 9.21
— 06380414 3 8.23 5.10 $ 32414 $ 1,974
5,761,712 $ 8.12 5.01 $ 29,891
2,060,228 $ 7.39 3.63 $ 12,204

The aggregate intrinsic values in the table above represent the total pre-tax intrinsic value, which is based on the closing price of our
common stock of $13.30 and $10.50 as September 29, 2013 and March 31, 2013, respectively. These are the values which would have been
received by option holders if all option holders exercised their options on that date.

In January 2012, we granted 480,000 performance-based stock options to our Chief Executive Officer, President and Director
(“CEO”). The options are scheduled to vest in four equal annual installments at the end of fiscal years 2013 through 2016 if certain
predetermined financial measures are met. If the financial measures are not met, each installment will be rolled over to the subsequent fiscal
year for vesting except for the last installment. If the financial measures are not met for two consecutive years, the options will be forfeited
except for the last installment which will be forfeited at the end of fiscal year 2016. We recorded $65,000 and $130,000 of compensation
expense for these options in the three and six months ended September 29, 2013, respectively. We recorded $65,000 and $130,000 of
compensation expense for these options in the three and six months ended September 30, 2012, respectively.

Options exercised for the periods indicated below were as follows (in thousands):

Intrinsic value of options exercised

Three Months Ended Six Months Ended
September September
29, September 30, 29, September 30,
2013 2012 2013 2012
$ 1,072 $ 177 $ 1,894 % 575
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RS U Activities

Our RSU transactions during the six months ended September 29, 2013 are summarized as follows:

Weighted
Weighted Average Aggregate
Average Remaining Intrinsic
Grant- Contractual Value
Date Term (in
Shares Fair Value (in years) thousands)
Unvested at March 31, 2013 732,204 $ 7.73 1.72  $ 7,688
Granted 404,495 11.55
Issued and released (305,738) 9.49
Cancelled (30,666) 9.47
Unvested at September 29, 2013 800,295 $ 8.92 178 $ 10,644
Vested and expected to vest, September 29, 2013 666,299 171 ' $ 8,862

The aggregate intrinsic value of RSUs represents the closing price per share of our stock at the end of the periods presented, multiplied
by the number of unvested RSUs or the number of vested and expected to vest RSUs, as applicable, at the end of each period.

For RSUs, stock-based compensation expense was calculated based on our stock price on the date of grant, multiplied by the number of
RSUs granted. The grant date fair value of RSUs less estimated forfeitures was recognized on a straight-line basis, over the vesting period.

In March 2012, we granted 300,000 performance-based RSUs to our CEO. The RSUs are scheduled to start vesting in three equal
annual installments at the end of fiscal year 2013 through 2015 with three year vesting periods if certain predetermined financial measures are
met. If the financial measures are not met, each installment will be forfeited at the end of its respective fiscal year. In the three and six months
ended September 29, 2013, we recorded $470,000 and $522,000, respectively, of compensation expense for these awards. In the three and
six months ended September 30, 2012, we recorded $112,000 and $224,000, respectively, of compensation expense for these awards.

During fiscal year 2014, we granted 50,000 performance-based RSUs to certain executives. The RSUs are scheduled to start vesting in
the three equal annual installments at the end of fiscal 2014 through 2017 with three year vesting periods if certain predetermined financial
measures are met. In addition, the annual vesting requires continued service through each of the vesting dates. During the three and six
months ended September 29, 2013, we recorded $148,000 of compensation expense for these awards, respectively.

In August 2013, we announced the Fiscal Year 2014 Executive Management Incentive Program (2014 Incentive Program”). Under
this program, each participant’s award is denominated in stock and subject to achievement of certain financial performance goals and the
participant’s annual Management by Objective goals. In the three and six months ended September 29, 2013, we recorded $1.3 million of
stock compensation expense related to the 2014 Incentive Program, respectively.

Stock-Based Compensation Expense

The following table summarizes stock-based compensation expense related to stock options and RSUs during the fiscal periods
presented (in thousands):

Three Months Ended Six Months Ended
September September September September

29, 30, 29, 30,

2013 2012 2013 2012
Cost of sales $ 212 $ 129 $ 354 % 114
Research and development 689 236 829 109
Selling, general and administrative 2,722 982 3,527 1,298
Total Stock-based compensation expense $ 3,623 $ 1,347 $ 4710 $ 1,521

The amount of stock-based compensation cost capitalized in inventory was immaterial for all periods presented.
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Unrecognized Stock-Based Compensation Expense

The following table summarizes unrecognized stock-based compensation expense related to stock options and RSUs for the period
indicated below as follows:

September 29, 2013
Weighted Average
Expected
Amount Remaining
(in thousands) Period (in years)
Options $ 8,244 2.8
RSUs 4,981 2.4
Total Stock-based compensation expense $ 13,225

Valuation Assumptions

We estimate the fair value of stock options on the date of grant using the Black-Scholes option-pricing model. The assumptions used in
calculating the fair value of stock-based compensation represent our estimates, but these estimates involve inherent uncertainties and the
application of management’s judgment which include the expected term of the stock-based awards, stock price volatility and forfeiture rates.
As aresult, if factors change and we use different assumptions, our stock-based compensation expense could be materially different in the
future.

We used the following weighted average assumptions to calculate the fair values of options granted during the fiscal periods presented:

Three Months Ended Six Months Ended
September 29, September 30, September 29, September 30,
2013 2012 2013 2012
Expected term of options (years) 4.44 4.50 440 — 4.44 420 — 4.50
Risk-free interest rate 1.12% 0.5% 0.6% — 1.12% 0.5% — 0.6%
Expected volatility 33% 41% 33% — 35% 41% — 42%
Expected dividend yield - - - -
Weighted average estimated fair value $ 3.70 $ 2.68 $ 3.49 $ 2.72

NOTE 13. LEASE FINANCING OBLIGATIONS

We have acquired engineering design tools (“Design Tools”) under capital leases. We acquired Design Tools of $0.2 million in July
2013 under a 29-month license, $0.9 million in July 2012 under a three-year license, $4.5 million in December 2011 under a three-year
license, $5.8 million in October 2011 under a three-year license, $1.0 million in June 2010 under a three-year license, $1.3 million in
December 2009 under a 28-month license, and $1.1 million in July 2009 under a three-year license, all of which were accounted for as capital
leases and recorded in the property, plant and equipment, net line item in the condensed consolidated balance sheets. The obligations related to
the Design Tools were included in other current liabilities and long-term lease financing obligations in our condensed consolidated balance
sheets as of September 29, 2013 and March 31, 2013, respectively. The effective interest rates for the Design Tools range from 2.0% to
7.25%.

Amortization expense related to the Design Tools, which was recorded using the straight-line method over the remaining useful life for
the periods indicated below was as follows (in thousands):

Three Months Ended Six Months Ended
September 29, September 30, September 29, September 30,
2013 2012 2013 2012
Amortization expense $ 884 $ 946 $ 1,750 $ 1,841

23




Future minimum lease and sublease income payments for the lease financing obligations as of September 29, 2013 are as follows (in

thousands):

Fiscal Years

Design Tools

2014 (6 months remaining)
2015
2016
2017
2018 and thereafter
Total minimum lease payments
Less: amount representing interest
Present value of minimum lease payments
Less: short-term lease financing obligations
Long-term lease financing obligations

$ 2,371
1,456

59

10

6

3,902

180

3,722

3,266
s 45

Interest expense for the lease financing obligation for the periods indicated below was as follows (in thousands):

Interest expense

Three Months Ended Six Months Ended
September 29,  September 30, September 29,  September 30,
2013 2012 2013 2012
$ 39 $ 38 $ 76 $ 72

In the course of our business, we enter into arrangements accounted for as operating leases related to rental of office space. Rent
expenses for all operating leases for the periods indicated below were as follows (in thousands):

Rent expense

Three Months Ended Six Months Ended
September 29, September 30, September 29, September 30,
2013 2012 2013 2012
$ 233 $ 174 $ 429 % 307

Our future minimum lease payments for the lease operating obligations as of September 29, 2013 are as follows (in thousands):

Fiscal Years Facilities
2014 (6 months remaining) $ 395
2015 540
2016 452
2017 141
2018 and thereafter 18
Total minimum lease payments $ 1,546

NOTE 14. COMMITMENTS AND CONTINGENCIES

In 1986, Micro Power Systems Inc. (“MPSI”), a subsidiary that we acquired in June 1994, identified low-level groundwater
contamination at its principal manufacturing site. The area and extent of the contamination appear to have been defined. MPSI previously
reached an agreement with a prior tenant to share in the cost of ongoing site investigations and the operation of remedial systems to remove
subsurface chemicals and well closure activities. In April 2012, the San Francisco Bay Regional Water Quality Control Board approved our
application for low-threat closure and rescinded the previous cleanup order. All monitoring well closure activities on adjacent/neighboring
sites have been completed. Discussions with the current property owner regarding access environmental indemnity and tolling agreements,
and deed restriction covenants are ongoing. Proposed agreements in this regard have been exchanged, approved and are in the process of

being executed by all parties.

Outstanding liabilities for remediation activities, net of payments, consisted of the following as of the dates indicated (in thousands):

Liabilities for remediation activities
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In early 2012, we received correspondences from the California Department of Toxic Substance Control (“DTSC”) regarding its
ongoing investigation of hazardous wastes and hazardous waste constituents at a former regulated treatment facility in San Jose, California. In
1985, MPSI made two separate permitted hazmat deliveries to a licensed and regulated site for treatment. DTSC has requested that
former/current property owners and companies, currently in excess of 50, that had hazardous waste treated at the site participate in further site
assessment and limited remediation activities. We have entered into various agreements with other named generators, former property owners
and DTSC limited to the investigation of the sites’ condition and evaluation, and selection of appropriate remedial measures. The designated
environmental consulting firm has started the process of finalizing arrangements necessary to commence the agreed facility investigation.
Given that this matter is in the early stages of investigation and discussions are ongoing, we are unable to ascertain our exposure, if any.

In a letter dated March 27, 2012, Exar was notified by the Alameda County Water District (“ACWD?) of the recent detection of volatile
organic compounds at a site adjacent to a facility that was previously owned and occupied by Sipex. The letter was also addressed to prior
and current property owners and tenants (collectively “Property Owners”). ACWD requested that the property owners carry out further site
investigation activities to determine if the detected compounds are emanating from the site or simply flowing under it. In June 2012, the
Property Owners filed with ACWD a report of its investigation/characterization activities and analytical data obtained. Accumulated data
suggests that compounds of concern in groundwater appear to be from an offsite source. ACWD is now investigating alternative upgradient
sites. Given that this matter is in the early stages of investigation and discussions are ongoing, we are unable to ascertain our exposure, if any.

We warrant all custom products and application specific products, including cards and boards, against defects in materials and
workmanship for a period of 12 months, and occasionally we may provide an extended warranty from the delivery date. We warrant all of
our standard products against defects in materials and workmanship for a period of 90 days from the date of delivery. Reserve requirements
are recorded in the period of sale and are based on an assessment of the products sold with warranty, historical warranty costs incurred and
customer/product specific circumstances. Our liability is generally limited, at our option, to replacing, repairing, or issuing a credit (if it has
been paid for). Our warranty does not cover damage which results from accident, misuse, abuse, improper line voltage, fire, flood, lightning
or other damage resulting from modifications, repairs or alterations performed other than by us, or resulting from failure to comply with our
written operating and maintenance instructions. Warranty expense has historically been immaterial for our products. The warranty liabilities
related to our product sales as of September 29, 2013 of $1.4 million was established for the return of certain older generation data
compression products shipped in prior years, and warranty liability as of March 31, 2013 was immaterial.

As of the dates indicated below, our warranty reserve balance, which is included in the “Other current liabilities” line item on the
condensed consolidated balance sheets, consisted of the following (in thousands):

September 29, March 31,
2013 2013
Beginning balance $ 50 $ 90
Provisions for warranties issued 1,357 -
Settlements/adjustments - (40)
Ending balance $ 1,407 $ 50

In the ordinary course of business, we may provide for indemnification of varying scope and terms to customers, vendors, lessors,
business partners, purchasers of assets or subsidiaries, and other parties with respect to certain matters, including, but not limited to, losses
arising out of our breach of agreements or representations and warranties made by us, services to be provided by us, intellectual property
infringement claims made by third parties or, matters related to our conduct of the business. In addition, we have entered into indemnification
agreements with our directors and certain of our executive officers that will require us, among other things, to indemnify them against certain
liabilities that may arise by reason of their status or service as directors or executive officers. We maintain director and officer liability
insurance, which may cover certain liabilities arising from our obligation to indemnify our directors and officers, and former directors and
officers of acquired companies, in certain circumstances.

It is not possible to determine the aggregate maximum potential loss under these indemnification agreements due to the unique facts and
circumstances involved in each particular agreement and claims. Such indemnification agreements might not be subject to maximum loss
clauses. Historically, we have not incurred material costs as a result of obligations under these agreements and we have not accrued any
liabilities related to such indemnification obligations in our condensed consolidated financial statements.

NOTE 15. LEGAL PROCEEDINGS

From time to time, we are involved in various claims, legal actions and complaints arising in the normal course of business. Although
the ultimate outcome of the matters discussed below and other matters is not presently determinable, management currently believes that the
resolution of all such pending matters will not have a material adverse effect on our financial position, results of operations or cash flows.

Two former employees of Exar’s French subsidiary have filed claims against that French subsidiary for alleged unfair dismissal in the
French Labor Courts. Those former employees seek damages in the amounts of € 690,830 and € 511,951, respectively. Exar believes that the
former employees were terminated in accordance with the requirements of French law, the former employees’ claims are not supported by
any relevant evidence, and, in any event, the damages sought are disproportionate to any alleged loss incurred by those former employees.
The matters are in the early stages and we intend to vigorously defend our positions.
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NOTE 16. INCOME TAXES

During the three and six months ended September 29, 2013, we recorded an income tax benefit of approximately $6.8 million. The
income tax benefit was primarily due to the impact of the acquisition of Cadeka on Exar’s valuation allowance, the impact of which is
recorded outside of purchase accounting, resulting in a release of the valuation allowance and an income tax benefit of $6.8 million. We
recorded no income tax expense during the three months ended September 30, 2012 and $22,000 during the six months ended September 30,
2012.

During the three and six months ended September 29, 2013, the unrecognized tax benefits decreased by $13,000 and $31,000,
respectively, to $15.4 million. The current unrecognized tax benefit was primarily related to the release of foreign liabilities and interest due to
lapse of statute of limitations and R&D credits. If recognized, $12.9 million of these unrecognized tax benefits (net of federal benefit) would
be recorded as a reduction of future income tax provision before consideration of changes in the valuation allowance for deferred tax assets.

Estimated interest and penalties related to the income taxes are classified as a component of the provision for income taxes in the
condensed consolidated statement of operations. Accrued interest and penalties consisted of the following as of the dates indicated (in
thousands):

September 29, March 31,
2013 2013
Accrued interest and penalties $ 249 $ 228

Our major tax jurisdictions are the United States federal and various states, Canada, China and certain other foreign jurisdictions. The
fiscal years 2003 through 2012 remain open and subject to examinations by the appropriate governmental agencies in the United States and
certain foreign jurisdictions.

On November 6, 2012, California passed Proposition 39, which mandates most taxpayers to apportion their California income by using
a single sales factor and requires all taxpayers to use market-based sourcing for sale receipts for tax years beginning or after January 1, 2013.
The enacted law will impact Exar during fiscal year 2014.

Per the 2012 Tax Relief Act enacted in January 2013, the federal R&D credit is retroactively extended through 2013. No R&D credit
and related reserve is considered in the second quarter of fiscal year 2014 tax provision pending improvement in our future visibility of the
incremental R&D expenses. However, as a full valuation allowance is placed on the deferred tax assets, there is no impact on the statement of
operations.

NOTE 17. SEGMENT AND GEOGRAPHIC INFORMATION

We operate in one reportable segment which is comprised of one operating segment. We design, develop and market high performance
analog mixed-signal integrated circuits and advanced sub-system solutions for the Networking & Storage, Industrial & Embedded Systems,
and Communications Infrastructure markets. Our product portfolio includes power management and connectivity components,

communications products, and data compression and storage solutions.

Our net sales by end market were summarized as follows as of the dates indicated below (in thousands):

Three Months Ended Six Months Ended
September September September September
29, 30, 29, 30,
2013 2012 2013 2012

Industrial & Embedded Systems $ 17,943 $ 15,923 $ 34,441 $ 32,011
Networking & Storage 10,273 7,656 20,180 14,091
Communications Infrastructure 5,697 6,737 11,673 13,465
Other 105 306 351 306
Total net sales $ 34,018 $ 30,622 $ 66,645 $ 59,873

Our foreign operations are conducted primarily through our wholly-owned subsidiaries in Canada, China, France, Germany, Japan,
Malaysia, South Korea, Taiwan and the United Kingdom. Our principal markets include North America, Europe and the Asia Pacific region.
Net sales by geographic areas represent direct sales principally to original equipment manufacturers (“OEM”), or their designated subcontract
manufacturers, and to distributors (affiliated and unaffiliated) who buy our products and resell to their customers.
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Our net sales by geographic area for the periods indicated below were as follows (in thousands):

Three Months Ended Six Months Ended
September September September September
29, 30, 29, 30,
2013 2012 2013 2012

United States $ 11,572 $ 8,083 $ 22,040 $ 14,276
China 11,341 10,720 22,294 20,709
Singapore 3,534 3,280 6,930 7,316
Germany 2,888 3,165 5,668 6,203
Japan 1,613 1,387 2,839 2,868
Europe (excluding Germany) 836 1,438 1,525 2,543
Rest of world 2,234 2,549 5,349 5,958
Total net sales $ 34,018 $ 30,622 $ 66,645 $ 59,873

Substantially all of our long-lived assets at each of September 29, 2013 and March 31, 2013 were located in the United States.

The following distributors and customer accounted for 10% or more of our net sales in the periods indicated:

Three Months Ended Six Months Ended
September September September September
29, 30, 29, 30,
2013 2012 2013 2012
Distributor A 27% 30% 27% 32%
Distributor B 26% 11% 24% 10%
Distributor C 11% 10% 11% 10%

No other distributor or customer accounted for 10% or more of the net sales for the three and six months ended September 29, 2013
and September 30, 2012, respectively.

The following distributors accounted for 10% or more of our net accounts receivable as of the dates indicated:

September 29, March 31,
2013 2013
Distributor A 16% 21%
Distributor B 39% 20%
Distributor D * 11%

*  Accounts receivable for this distributor for this period were less than 10% of total account balance.

No other distributor or customer accounted for 10% or more of the net accounts receivable as of September 29, 2013 and March 31,
2013, respectively.

NOTE 18. ASSETS HELD FOR SALE

During fiscal year 2013, we started actively looking for potential buyers for our Fremont campus. In the first quarter of our fiscal year
2014, we reclassified the related property and land as held for sale as of June 30, 2013, as we have met all criteria to classify these assets as
held for sale. These assets have been recorded at their carrying amount since it is lower than their estimated fair value, less estimated selling
costs (in thousands). As required under current accounting guidance, depreciation of the building ceased upon reclassification as an asset held
for sale.

September 29,
2013
Land $ 6,660
Building 6,423
Total assets held for sale $ 13,083

On July 9, 2013, we entered into a Purchase and Sale Agreement (‘“Purchase Agreement”) with Ellis Partners LLC (“Ellis”). The
Purchase Agreement provided for the sale of Exar’s Fremont campus to Ellis Partners and the leaseback by Exar of the building located at
48760 Kato Road. The Purchase Agreement was anticipated to close by the end of September 2013. Prior to closing, Ellis requested certain
modifications to the Purchase Agreement that Exar deemed unacceptable. As a result, the Purchase Agreement terminated as of September 30,
2013. The Company intends to continue pursuing options to optimize its operating efficiency, including continuing to market the facilities for
sale.
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ITEM2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations, as well as information
contained in “Part II, Item 1A.” below and elsewhere in this Quarterly Report on Form 10-Q, contains forward-looking statements within
the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended.
Forward-looking statements are generally written in the future tense and/or may generally be identified by words such as “will,” “may,”
“should,” “would,” “could,” “expect,” “suggest,” “possible,” “potential,” “target,” “commit,” “continue,” “believe,” “anticipate,”
“intend,” “project,” “projected,” “positioned,” “plan,” or other similar words. Forward-looking statements contained in this Quarterly
Report include, among others, statements made in Part II, Item 7— “Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Executive Summary” and elsewhere regarding (1) our future strategies and target market; (2) our future revenues,
gross profits and margins; (3) our future research and development (“R&D”) efforts and related expenses; (4) our future selling, general
and administrative expenses (“SG&A”); (5) our cash and cash equivalents, short-term marketable securities and cash flows from
operations being sufficient to satisfy working capital requirements and capital equipment needs for at least the next 12 months; (6) our
ability to continue to finance operations with cash flows from operations, existing cash and investment balances, and some combination of
long-term debt and/or lease financing and sales of equity securities; (7) the possibility of future acquisitions and investments; (8) our ability
to accurately estimate our assumptions used in valuing stock-based compensation; (9) our ability to estimate and reconcile distributors’
reported inventories to their activities; (10) our ability to estimate future cash flows associated with long-lived assets; and (11) the volatile
global economic and financial market conditions. These statements reflect our current views with respect to future events and our potential

» o« » o« » o« » o« » o«

financial performance and are subject to risks and uncertainties that could cause our business, operating results and financial condition to
differ materially and adversely from what is projected or implied by any forward- looking statement included in this Quarterly Report.
Factors that could cause actual results to differ materially from those stated herein include, but are not limited to: the information contained
under the caption “Part I, Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “Part II,
Item 1A. Risk Factors,” as well as those risks discussed in our Annual Report on Form 10-K for the fiscal year ended March 31, 2013. We
disclaim any obligation to update information in any forward-looking statement, except as required by law.

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations should be read in conjunction
with the condensed consolidated financial statements and notes thereto, included in this Quarterly Report and our audited consolidated
financial statements included in our Annual Report on Form 10-K for the fiscal year ended March 31, 2013, as filed with the Securities and
Exchange Commission (“SEC” ). Our results of operations for the three and six months ended September 29, 2013 are not necessarily
indicative of results to be expected for any future period.

Business Overview

Exar Corporation (“Exar” or “we”) designs, develops and markets high performance analog mixed-signal integrated circuits and
advanced sub-system solutions for the Networking & Storage, Industrial & Embedded Systems, and Communications Infrastructure markets.
Exar’s product portfolio includes power management and connectivity components, high-performance analog and mixed-signal products,
communications products, and data compression and storage solutions. Our comprehensive knowledge of end-user markets along with the
underlying analog, mixed signal and digital technology has enabled us to provide innovative solutions designed to meet the needs of the
evolving connected world. Applying both analog and digital technologies, our products are deployed in a wide array of applications such as
industrial, instrumentation and medical equipment, networking and telecommunication systems, servers, enterprise storage systems, set top
boxes and digital video recorders. We provide customers with a breadth of component products and sub-system solutions based on advanced
silicon integration.

We market our products worldwide with sales offices and personnel located throughout the Americas, Europe, and Asia. Our products
are sold in the United States through a number of manufacturers’ representatives and distributors. Internationally, our products are sold
primarily through various regional and country specific distributors, as well as some manufacturers representatives. Globally, these channel
partners are assisted and managed by our regional sales teams. In addition to our regional sales teams, we also employ a worldwide team of
field application engineers to work directly with our customers.

Our international sales are denominated in U.S. dollars. Our international related operating expenses expose us to fluctuations in
currency exchange rates because our foreign operating expenses are denominated in foreign currencies while our sales are denominated in
U.S. dollars. Our operating results are subject to fluctuations as a result of several factors that could materially and adversely affect our future
profitability as described in “Part II, Item 1A. Risk Factors—Our Financial Results May Fluctuate Significantly Because Of A Number Of
Factors, Many Of Which Are Beyond Our Control.”
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Our fiscal years consist of 52 or 53 weeks. In a 52-week year, each fiscal quarter consists of 13 weeks. Fiscal years 2014 and 2013
both consist of 52 weeks. The second quarter of fiscal years 2014 and 2013 both consist of 13 weeks. All references to quarterly, three or six
months ended financial results are references to the results of the relevant fiscal period.

Prior to July 29, 2013, our common stock was principally listed and traded on the NASDAQ Global Select Market (the “NASDAQ”)
under the ticker symbol “EXAR”. Our common stock was approved for listing on the New York Stock Exchange (the “NYSE”), and on July
29, 2013, we began trading our common stock on the NYSE. Our common stock has continued to trade on the NYSE under the ticker
symbol “EXAR.” Our common stock ceased trading on the NASDAQ effective at the close of the market on July 26, 2013.

Overview

Quarterly revenues of $34.0 million for the second quarter of fiscal 2014 increased $1.4 million or 4% from the previous quarter’s
revenue of $32.6 million and increased $3.4 million or 11% over $30.6 million reported in the second quarter of fiscal year 2013. Net income
of $6.5 million increased $5.7 million over the first quarter of fiscal year 2014 and increased $6.2 million from the second quarter of fiscal
year 2013. The current fiscal quarter includes a full quarter of the amortization of purchased intangibles and operating expenses of the Altior
and Cadeka acquisitions, and a $6.8 million tax benefit as a result of the reversal of a portion of our valuation on deferred tax assets due to the
assumption of a deferred tax liability in the Cadeka acquisition. Diluted earnings per share of $0.13 per share in the second quarter of fiscal
year 2014 increased $0.11 per share over the first quarter of fiscal year 2014 and increased $0.12 per share over the income reported in the
second quarter of fiscal year 2013.

Critical Accounting Policies and Estimates

There have been no significant changes to our critical accounting policies during the three and six months ended September 29, 2013, as
compared to the previous disclosures in Management’s Discussion and Analysis of Financial Condition and Results of Operations included
in the Company’s Annual Report on Form 10-K for the fiscal year ended March 31, 2013.

Results of Operations

Our Statements of Operations data and percentage of revenue were as follows for the periods presented (in thousands, except
percentages):

Three months
September September

29, 30,
2013 2012 Change

Net Sales $ 34,018 $ 30,622 $ 3,396 11%
Cost of sales:

Cost of sales 12,371 12,054 317 3%

Cost of sales-related party 4,156 4,380 (224) (5)%

Amortization of purchased intangible assets and inventory

step-up 2,098 858 1,240 145%

Warranty Reserve 1,440 — 1,440 —

Restructuring charges and exit costs 24 — 24 —
Total cost of sales 20,089 17,292 2,797 16%
Gross profit 13,929 13,330 599 4%
Operating expenses:

Research and development 7,136 5,773 1,363 24%

Selling, general and administrative 9,520 7,639 1,881 25%

Restructuring charges and exit costs 384 291 93 32%

Net change in fair value of contingent consideration (2,495) — (2,495) —
Total operating expenses 14,545 13,703 842 6%
Loss from operations (616) (373) (243) (63)%

Interest income and other, net 372 674 (302) 45)%

Interest expense “41) (38) 3) @)%
Income (Loss) before income taxes (285) 263 (548) (208)%
(Benefit from) Provision for income taxes (6,767) — (6,767) —
Net income (loss) $ 6,482 $ 263 $ 6,219 2,365%
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Six months
September September

29, 30,
2013 2012 Change

Net Sales $ 66,645 $ 59,873 $ 6,772 11%
Cost of sales:

Cost of sales 24,183 22,924 1,259 5%

Cost of sales-related party 8,063 8,892 (829) 9%

Amortization of purchased intangible assets and inventory

step-up 3,448 1,777 1,671 94%

Warranty Reserve 1,440 — 1,440 —

Restructuring charges and exit costs 105 81 24 30%
Total cost of sales 37,239 33,674 3,565 11%
Gross profit 29,406 26,199 3,207 12%
Operating expenses:

Research and development 13,334 11,222 2,112 19%

Selling, general and administrative 17,321 15,421 1,900 12%

Restructuring charges and exit costs 1,315 1,095 220 20%

Net change in fair value of contingent consideration (2,495) — (2,495) —
Total operating expenses 29,475 27,738 1,737 6%
Loss from operations (69) (1,539) 1,470 96%

Interest income and other, net 659 1,320 (661) (50)%

Interest expense (78) (72 (6) ®)%
Income (Loss) before income taxes 512 (291) 803 276%
(Benefit from) Provision for income taxes (6,776) 22 (6,798) (30,900)%
Net income (loss) $ 7,288 $ (313) $ 7,601 2,428%
Revenue

Our net sales by end market in dollars and as a percentage of net sales were as follows for the periods presented (in thousands, except
percentages):

Three Months Ended Six Months Ended
September 29, September 30, September 29, September 30,
2013 2012 Change 2013 2012 Change
Net Sales:

Industrial &

Embedded

Systems $ 17,943 53% $ 15,923 52% 13% $ 34,441 52% $ 32,011 53% 8%
Networking &

Storage 10,273 30% 7,656 25%  34% 20,180 30% 14,091 24%  43%
Communications

Infrastructure 5,697 17% 6,737 22% (15)% 11,673 17% 13,465 22%  (13)%
Other 105 — 306 1% (66)% 351 1% 306 1% 15%

Total $ 34,018 100% $ 30,622 100% $ 66,645 100% $ 59,873 100%

Geographically, our net sales in dollars and as a percentage of total net sales were as follows for the periods presented (in thousands,
except percentages):

Three Months Ended Six Months Ended
September 29, September 30, September 29, September 30,
2013 2012 Change 2013 2012 Change
Net Sales:
Asia $ 18,535 54% $ 17,754 58% 4% $ 36,985 55% $ 36,541 61% 1%
Americas 11,760 35% 8,265 27%  42% 22,468 34% 14,586 24% 54%
Europe 3,723 11% 4,603 15%  (19%) 7,192 11% 8,746 15%  (18%)
Total $ 34,018 100% $ 30,622 100% $ 66,645 100% $ 59,873 100%

Revenue for the three and six months ended September 29, 2013 increased $3.4 million and $6.8 million, respectively, as compared to
the same period a year ago. The increase was primarily due to overall demand increase from customers and distributors in our major end
markets, with the exception of the Communication Infrastructure end market. The revenue decrease in Communication Infrastructure market
was primarily due to a combination of a decrease in average selling prices and reduced shipment volume.
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Revenue from Americas for the three and six months ended September 29, 2013 increased $3.5 million and $7.9 million, respectively,
as compared to the same period a year ago. The increase was primarily due to increased shipment volume in the Network & Storage market.

Gross Profit

Gross profit as a percentage of net sales for the three and six months ended September 29, 2013 decreased by approximately 3% and
remained consistent, respectively, as compared to the same period a year ago. The decrease in gross profit percentage was primarily due a
warranty reserve recorded during the three months ended September 29, 2013. The warranty reserve was established for the return of certain
older generation data compression products shipped in prior years.

We believe that gross profit will fluctuate as a percentage of net sales and in absolute dollars due to, among other factors, the inclusion
of the amortization of the costs of acquired intangibles, product and manufacturing costs, warranty costs related to our product sales,
provision for excess and obsolete inventory, our ability to leverage fixed operational costs, shipment volumes, competitive pricing pressure
on our products, and currency fluctuations.

Research and Development (“R&D”)

R&D expenses for the three and six months ended September 29, 2013 increased $1.4 million and $2.1 million, respectively, as
compared to the same period a year ago. The increase was primarily a result of the inclusion of the former Altior and Cadeka operations.

We have a contractual agreement under which certain of our R&D costs are eligible for reimbursement. Reimbursements under this
arrangement are offset against R&D expenses. For both the second quarter of fiscal years 2014 and 2013, we offset $0.5 million of R&D
expenses in connection with this agreement, respectively. For both the six months of fiscal years 2014 and 2013, we offset $1.0 million of
R&D expenses in connection with this agreement.

We believe that R&D expenses will slightly increase in absolute dollars due to, among other factors, the inclusion of costs associated
with acquired operations, increased investment in software development, variable compensation, incentives, annual merit increases and
fluctuations in reimbursements under a research and development contract.

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

SG&A expenses for the three and six months ended September 29, 2013 each increased $1.9 million, compared with the same period a

year ago mainly due to $2.5 million decrease in the fair value of Altior earn-out liability offset by the inclusion of the former Altior and

Cadeka operations.

We believe that SG&A expenses will slightly increase in absolute dollars due to, among other factors, the inclusion of costs associated
with acquired operations, variable commissions, legal costs, variable compensation, incentives and annual merit increases.

Restructuring Charges and Exit Costs
Restructuring charges and exit costs for the six months ended September 29, 2013 increased $0.2 million due to efforts to sell and
market our campus in Fremont, California, as compared to the same period a year ago. See “Note 8 — Restructuring Charges and Exit
Costs.”

Interest Income and Other, Net

Interest income and other, net primarily consists of interest income; foreign exchange gains or losses; and realized gains or losses on
marketable securities.

The decrease in interest income and other, net during the three and six months ended September 29, 2013, as compared to the same

period a year ago was primarily attributable to the decrease in interest income as a result of lower yield related to our cash and short-term
investments.
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Interest Expense

We have acquired engineering design tools (“Design Tools”) under capital leases recorded in the property, plant and equipment, net line
item in the condensed consolidated balance sheets. The obligations related to the Design Tools were included in other current liabilities and
long-term lease financing obligations in our condensed consolidated balance sheets. The effective interest rates for the Design Tools range
from 2.0% to 7.25%. See “Note 13 — Lease Financing Obligations.”

Interest expenses recorded for the Design Tools capital lease obligations were $39,000 and $76,000 for the three and six months ended
September 29, 2013, respectively. Interest expenses recorded for the Design Tools capital lease obligations were $38,000 and $72,000 for the
three and six months ended September 30, 2012, respectively.

Provision for Income Taxes
During both the three and six months ended September 29, 2013, we recorded an income tax benefit of approximately $6.8 million. The
income tax benefit was primarily due to the impact of the acquisition of Cadeka on Exar’s valuation allowance, the impact of which is
recorded outside of purchase accounting, resulting in a release of the valuation allowance and an income tax benefit of $6.8 million. We
recorded no income tax expense during the three months ended September 30, 2012 and $22,000 during the six months ended September 30,
2012.
Liquidity and Capital Resources

Six Months Ended

September 29, September 30,
2013 2012
(dollars in thousands)

Cash and cash equivalents $ 10,051 $ 10,423
Short-term investments 174,862 187,629
Total cash, cash equivalents and short-term investments $ 184,913 $ 198,052
Percentage of total assets 59% 73%
Net cash provided by operating activities $ 4552 $ 43
Net cash used in investing activities (8,117) (878)
Net cash provided by (used) in financing activities (1,102) 2,544
Net increase (decrease) in cash and cash equivalents $ 4,667) $ 1,709

Fiscal Year 2014

Our net income was approximately $7.3 million for the six months ended September 29, 2013. After adjustments for non-cash items
and changes in working capital, we generated $4.6 million of cash from operating activities.

Significant non-cash charges included:
@ depreciation and amortization expenses of $6.2 million;
@ stock-based compensation expense of $4.7 million;
@ release of deferred tax valuation of $6.8 million; and
@ net change in fair value of contingent consideration for Altior acquisition of $2.5 million.
Working capital changes included:
@ a $4.2 million increase in accounts receivable primarily due to the increase in shipments in the latter part of the quarter;
® 2 $1.3 million decrease in inventory due to an increase in shipments; and

® 2 $3.3 million decrease in other current and non-current liabilities due to full payment of a $3.0 million dispute resolution liability,
$1.7 million payment for mask costs and paydown of liabilities relating to manufacturing expenses, royalties and licenses.

32




In the six months ended September 29, 2013, net cash used in investing activities was $8.1 million. Proceeds of $132.2 million from
sales and maturities of investments and $0.1 million from sale of intellectual property were offset by $116.6 million purchase of investments,
$23.1 million acquisition of Cadeka and $0.7 million used for purchases of property, plant and equipment and intellectual property.

In the six months ended September 29, 2013, net cash used in financing activities reflects $1.9 million of net proceeds received from our
employee stock plans offset by $2.0 million repurchased of our common stocks and $1.0 million repayment of lease financing obligations.

Fiscal Year 2013

Our net loss was approximately $0.3 million for the six months ended September 30, 2012. After adjustments for non-cash items and
changes in working capital, we generated $43,000 of cash from operating activities.

Significant non-cash charges included:
@ depreciation and amortization expenses of $5.9 million; and
@ stock-based compensation expense of $1.5 million.
Working capital changes included:
® 2 $5.4 million increase in accounts receivable primarily due to an increase in revenue and the timing of shipments;
® 2 3$2.3 million decrease in inventory due to an increase in shipments; and
® 2 $3.2 million decrease in accrued restructuring charges and exit costs, primarily due to payments made.

In the six months ended September 30, 2012, net cash provided by investing activities reflects net proceeds from sales and maturities of
short-term marketable securities of $0.1 million offset by $1.1 million in purchases of property, plant and equipment and intellectual property.

In the six months ended September 30, 2012, net cash provided by financing activities reflects $3.2 million of proceeds associated with
our employee stock plans partially offset by the $0.6 million repayment of lease financing obligations.

To date, inflation has not had a significant impact on our operating results.
We anticipate that we will continue to finance our operations with cash flows from operations, existing cash and investment balances.

We believe that our cash and cash equivalents, short-term marketable securities and expected cash flows from operations will be
sufficient to satisfy working capital requirements, capital equipment, intellectual property, and stock repurchase needs for at least the next 12
months. However, should the demand for our products decrease in the future, the availability of cash flows from operations may be limited,
which could have a material adverse effect on our financial condition and results of operations. From time to time, we evaluate potential
acquisitions, strategic arrangements and equity investments that we believe are complementary to our design expertise and market strategy. To
the extent that we pursue or position ourselves to pursue these transactions, we could consume a significant portion of our capital resources
or choose to seek additional equity or debt financing. Additional financing may not be available on terms acceptable to us or at all. The sale of
additional equity or convertible debt could result in dilution to our stockholders.

Recent Accounting Pronouncements

Please refer to “Part I, Item 1. Financial Statements” and “Notes to Condensed Consolidated Financial Statements, Note 2 — Recent
Accounting Pronouncements.”
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Off-Balance Sheet Arrangements

We have not utilized special purpose entities to facilitate off-balance sheet financing arrangements. However, we have, in the normal
course of business, entered into agreements which impose warranty obligations with respect to our products or which obligate us to provide
indemnification of varying scope and terms to customers, vendors, lessors and business partners, our directors and executive officers,
purchasers of assets or subsidiaries, and other parties with respect to certain matters. These arrangements may constitute “off-balance sheet
transactions” as defined in Section 303(a)(4) of Regulation S-K. Please see “Note 14—Commitments and Contingencies” to the condensed
consolidated financial statements for further discussion of our product warranty liabilities and indemnification obligations.

As discussed in “Note 14—Commitments and Contingencies,” during the normal course of business, we make certain indemnities and
commitments under which we may be required to make payments in relation to certain transactions. These indemnities include non-
infringement of patents and intellectual property, indemnities to our customers in connection with the delivery, design, manufacture and sale
of our products, indemnities to our directors and officers in connection with legal proceedings, indemnities to various lessors in connection
with facility leases for certain claims arising from such facility or lease and indemnities to other parties to certain acquisition agreements. The
duration of these indemnities and commitments varies, and in certain cases, is indefinite. We believe that substantially all of our indemnities
and commitments provide for limitations on the maximum potential future payments we could be obligated to make. However, we are unable
to estimate the maximum amount of liability related to our indemnities and commitments because such liabilities are contingent upon the
occurrence of events which are not reasonably determinable.

Contractual Obligations and Commitments

Our contractual obligations and commitments at September 29, 2013 were as follows (in thousands):

Payments due by period
Less than 1-3 3-5 More than
Contractual Obligations Total 1 year years years 5 years
Purchase commitments (1) $ 22,088 $ 22,088 $ — 3 — 3 —
Lease financing obligations (2) 5,292 1,009 1,498 754 2,031
Total $ 27,380 $ 23,097 $ 1,498 $ 754 $ 2,031

(1) We place purchase orders with wafer foundries, back end suppliers and other vendors as part of our normal course of business.
We expect to receive and pay for wafers, capital equipment and various service contracts over the next 12 months from our
existing cash balances.

(2) Operating lease payments including some of our worldwide offices.

Other commitments

As of September 29, 2013, our unrecognized tax benefits were $15.4 million, of which $2.2 million was classified as other non-current
obligations. We believe that it is reasonably possible that the amount of gross unrecognized tax benefits related to the resolution of income tax
matters could be reduced by approximately $1.3 million as the statute of limitations expires. See “Note 16 — Income Taxes.”

ITEM3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Foreign Currency Fluctuations. We are exposed to foreign currency fluctuations primarily through our foreign operations. This
exposure is the result of foreign operating expenses being denominated in foreign currency. Operational currency requirements are typically
forecasted for a one-month period. If there is a need to hedge this risk, we may enter into transactions to purchase currency in the open market
or enter into forward currency exchange contracts.

If our foreign operations forecasts are overstated or understated during periods of currency volatility, we could experience unanticipated

currency gains or losses. At September 29, 2013 and September 30, 2012, we did not have significant foreign currency denominated net
assets or net liabilities positions and had no foreign currency contracts outstanding.
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Investment Risk and Interest Rate Sensitivity. We maintain investment portfolio holdings of various issuers, types, and maturity dates
with two professional management institutions. The fair value of these investments on any given day during the investment term may vary as
a result of market interest rate fluctuations. Our investment portfolio consisted of cash equivalents, money market funds and fixed income
securities of $177.3 million as September 29, 2013 and $195.6 million as of March 31, 2013. These securities, like all fixed income
instruments, are subject to interest rate risk and will vary in value as market interest rates fluctuate. If market interest rates were to increase or
decline immediately and uniformly by 10% or less from levels as of September 29, 2013, the increase or decline in the fair value of the
portfolio would not be material. At September 29, 2013, the difference between the fair value and the underlying cost of the investments
portfolio was an unrealized loss of $0.9 million, net of taxes.

Our short-term investments are classified as “available-for-sale” securities and the cost of securities sold is based on the specific
identification method. At September 29, 2013, short-term investments consisted of corporate bonds and securities, asset and mortgage-backed
securities, U.S. government agency securities, U.S. Treasury securities and state and local government securities of $174.9 million.

ITEM4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures (‘“Disclosure Controls”)

Disclosure Controls, as defined in Rule 13a-15(e) and 15d-15(e) of the Securities Exchange Act of 1934, as amended (“Exchange
Act”), are controls and procedures designed to ensure that information required to be disclosed in the reports filed or submitted under the
Exchange Act, is recorded, processed, summarized and reported within the time periods as specified in the SEC’s rules and forms. In
addition, Disclosure Controls are designed to ensure the accumulation and communication of information required to be disclosed in reports
filed or submitted under the Exchange Act to our management, including the Chief Executive Officer (our principal executive officer)
(“CEO”) and Chief Financial Officer (our principal financial officer) (“CFO”), to allow timely decisions regarding required disclosure.

We evaluated the effectiveness of the design and operation of our Disclosure Controls, as defined by the rules and regulations of the
SEC (“Evaluation”), as of the end of the period covered by this Quarterly Report on Form 10-Q. This Evaluation was performed under the
supervision and with the participation of management, including our CEO, as principal executive officer, and CFO, as principal financial
officer.

Attached as Exhibits 31.1 and 31.2 of this Quarterly Report on Form 10-Q are the certifications of the CEO and the CFO, respectively,
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (“Certifications”). This section of the Quarterly Report on Form 10-Q provides

information concerning the Evaluation referred to in the Certifications and should be read in conjunction with the Certifications.

Based on the Evaluation, our CEO and CFO have concluded that our Disclosure Controls are effective at the reasonable assurance level
as of September 29, 2013.

Inherent Limitations on the Effectiveness of Disclosure Controls

Our management, including the CEO and CFO, does not expect that our Disclosure Controls will prevent all errors and all fraud.
Disclosure Controls, no matter how well conceived, managed, utilized and monitored, can provide only reasonable assurance that the
objectives of such controls are met. Therefore, because of the inherent limitation of Disclosure Controls, no evaluation of such controls can
provide absolute assurance that all control issues and instances of fraud, if any, within our company have been detected.

Changes in Internal Control over Financial Reporting

There has been no change in our internal control over financial reporting that occurred during the period covered by this Quarterly
Report on Form 10-Q that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

PART II - OTHER INFORMATION
ITEM1. LEGAL PROCEEDINGS

The disclosure in “Notes to Condensed Consolidated Financial Statements, Note 15— Legal Proceedings” contained in “Part I, Item 1.
Financial Statements” is hereby incorporated by reference.
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ITEM1A. RISKFACTORS

We are subject to the following risks, as well as others, that could materially and adversely affect our business, results of operations and
financial condition. The following risk factors and other information included in this Quarterly Report on Form 10-Q and in our Annual
Report on Form 10-K for our fiscal year ended March 31, 2013 should be carefully considered. The risks and uncertainties described below,
in the Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2013 and in our Annual Report on Form 10-K for our fiscal year
ended March 31, 2013 are not the only ones we face. Additional risks and uncertainties not presently known to us or that we currently deem
immaterial also may impair our business operations if circumstances change. If any of the following risks occur, our business, financial
condition, operating results and cash flows could be materially adversely affected.

Our financial results may fluctuate significantly because of a number of factors, many of which are beyond our control.

Our financial results may fluctuate significantly as a result of a number of factors, many of which are difficult or impossible to control
or predict, which include:

. the continuing effects of economic uncertainty;
. the cyclical nature of the general economy and the semiconductor industry;
. difficulty in predicting revenues and ordering the correct mix of components from suppliers due to limited visibility into

customers and channel partners;

. changes in the mix of product sales as our margins vary by product;

. fluctuations in the capitalization and amortization of unabsorbed manufacturing costs;

. the impact of our revenue recognition policies on reported results and warranty costs related to our product sales;

. the reduction, rescheduling, cancellation or timing of orders by our customers, distributors and channel partners due to, among

others, the following factors:

. management of customer, subcontractor, logistic provider and/or channel inventory;

. delays in shipments from our foundries and subcontractors causing supply shortages;

. inability of our foundries and subcontractors to provide quality products, in adequate quantities and in a timely manner;

. dependency on a single product with a single customer and/or distributor;

. volatility of demand for equipment sold by our large customers, which in turn, introduces demand volatility for our
products;

. demand disruption if customers change or modify their complex subcontract manufacturing supply chain;

. demand disruption in customer demand due to technical or quality issues with our devices or components in their
system;

. the inability of our customers to obtain components from their other suppliers;

. disruption in sales or distribution channels;

. our ability to maintain and expand distributor relationships;

. changes in sales and implementation cycles for our products;

. the ability of our suppliers and customers to remain solvent, obtain financing or fund capital expenditures as a result of

the recent global economic slowdown;

3 risks associated with entering new markets;
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the announcement or introduction of products by our existing competitors or new competitors;
loss of market share by our customers;

competitive pressures on selling prices or product availability;

pressures on selling prices overseas due to foreign currency exchange fluctuations;

erosion of average selling prices coupled with the inability to sell newer products with higher average selling prices,
resulting in lower overall revenue and margins;

delays in product releases;

market and/or customer acceptance of our products;

consolidation among our competitors, our customers and/or our customers’ customers;

changes in our customers’ end user concentration or requirements;

loss of one or more major customers;

significant changes in ordering pattern by major customers;

our or our channel partners’ or logistic providers’ ability to maintain and manage appropriate inventory levels;

the availability and cost of materials, services or processing capabilities, including foundry, assembly and test capacity,
needed by us from our foundries and other manufacturing suppliers;

disruptions in our or our customers’ supply chain due to natural disasters, fire, outbreak of communicable diseases,
labor disputes, civil unrest or other reasons;

delays in successful transfer of manufacturing processes to our subcontractors;
fluctuations in the manufacturing output, yields, and capacity of our suppliers;

fluctuation in suppliers’ capacity due to reorganization, relocation or shift in business focus, financial constraints, or
other reasons;

problems, costs, or delays that we may face in shifting our products to smaller geometry process technologies and in
achieving higher levels of design and device integration;

our ability to successfully introduce and transfer into production new products and/or integrate new technologies;

excess inventory levels or unanticipated inventory write-downs if expected orders fail to materialize or inventory
becomes obsolete;

increased manufacturing costs;

higher mask tooling costs associated with advanced technologies; and/or

the amount and timing of our investment in research and development;
costs and business disruptions associated with stockholder or regulatory issues;
the timing and amount of employer payroll tax to be paid on our employees’ gains on exercise of stock options;
an inability to generate profits to utilize net operating losses;

increased costs and time associated with compliance with new accounting rules or new regulatory requirements;
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. changes in accounting or other regulatory rules, such as the requirement to record assets and liabilities at fair value;

. write-off of some or all of our goodwill and other intangible assets;

o fluctuations in interest rates and/or market values of our marketable securities;

. litigation costs associated with the defense of suits brought or complaints made against us or enforcement of our rights;
. change in fair value of contingent consideration; and/or

. changes in or continuation of certain tax provisions.

If we are unable to grow or secure and convert a significant portion of our design wins into revenue, our business, financial condition
and results of operations would be materially and adversely impacted.

We continue to secure design wins for new and existing products. Such design wins are necessary for revenue growth. However, many
of our design wins may never generate revenues if end-customer projects are unsuccessful in the market place, the end-customer terminates
the project, which may occur for a variety of reasons or the end-customer selects a competitive solution. Mergers, consolidations, changing
market requirements and cost reduction activities among our customers may lead to termination of certain projects before the associated
design win generates revenue. If design wins do generate revenue, the time lag between the design win and meaningful revenue is typically
between six months to longer than 18 months. If we fail to grow and convert a significant portion of our design wins into substantial revenue,
our business, financial condition and results of operations could be materially and adversely impacted. Under continued uncertain global
economic conditions, our design wins could be delayed even longer than the typical lag period and our eventual revenue could be less than
anticipated from products that were introduced within the last eighteen to thirty-six months, which would likely materially and adversely
affect our business, financial condition and results of operations.

Global capital, credit market, employment, and general economic and political conditions, and resulting declines in consumer confidence
and spending, could have a material adverse effect on our business, operating results and financial condition.

Because our customers, suppliers and other business partners are in many countries around the world, we must monitor general global
conditions for impact on our business. Economies throughout global regions continue to be volatile and, in many countries, inconsistent with
trends in the U.S. or other stable economies. In Europe uncertainty continues regarding the ability of certain countries to service their level of
debt. In recent quarters in China and certain other Asian countries growth has continued but at a slower pace than earlier in the recovery.
Political conditions in individual countries or across regions can also impact our business.

We cannot predict the timing, severity or duration of any economic slowdown or recovery or the impact of any such events on our
vendors, customers or us. If the economy or markets in which we operate deteriorate from current levels, many related factors could have a
material adverse effect on our business, operating results, and financial condition, including the following:

. slower spending by our target markets and economic fluctuations may result in reduced demand for our products, reduced
orders for our products, order cancellations, lower revenues, increased inventories, and lower gross margins;

. if recent restructuring activities insufficiently lower our operating expense or we fail to execute on our growth strategy, our
restructuring efforts may not be successful and we may not be able to realize the cost savings and other anticipated benefits;

. if we further reduce our workforce or curtail or redirect research and development efforts, it may adversely impact our ability
to respond rapidly to product development or growth opportunities;

. we may be unable to predict the strength or duration of market conditions or the effects of consolidation of our customers or
competitors in their industries, which may result in project delays or cancellations;

. we may be unable to find suitable investments that are safe or liquid, or that provide a reasonable return resulting in lower

interest income or longer investment horizons, and disruptions to capital markets or the banking system may also impair the
value of investments or bank deposits we currently consider safe or liquid;
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. the failure of financial institution counterparties to honor their obligations to us under credit instruments could jeopardize our
ability to rely on and benefit from those instruments, and our ability to replace those instruments on the same or similar terms
may be limited under poor market conditions;

. continued volatility in the markets and prices for commodities, such as gold, and raw materials we use in our products and in
our supply chain, could have a material adverse effect on our costs, gross margins, and profitability;

. if distributors of our products experience declining revenues, experience difficulty obtaining financing in the capital and credit
markets to purchase our products or experience severe financial difficulty, it could result in insolvency, reduced orders for our
products, order cancellations, inability to timely meet payment obligations to us, extended payment terms, higher accounts
receivable, reduced cash flows, greater expenses associated with collection efforts and increased bad debt expenses;

. if contract manufacturers or foundries of our products or other participants in our supply chain experience difficulty obtaining
financing in the capital and credit markets to purchase raw materials or to finance general working capital needs, it may result
in delays or non-delivery of shipments of our products;

. potential shutdowns or over capacity constraints by our third-party foundry, assembly and test subcontractors could result in
longer lead-times, higher buffer inventory levels and degraded on-time delivery performance; and/or

. the current macroeconomic environment also limits our visibility into future purchases by our customers and renewals of
existing agreements, which may necessitate changes to our business model.

If we fail to develop, introduce or enhance products that meet evolving needs or which are necessitated by technological advances, or we
are unable to grow revenue in our served markets, then our business, financial condition and results of operations could be materially

and adversely impacted.

The markets for our products are characterized by a number of factors, some of which are listed below:

. changing or disruptive technologies;

. evolving and competing industry standards;

. changing customer requirements;

. increasing price pressure from lower priced solutions;

. increasing product development costs;

o finite market windows for product introductions;

. design-to-production cycles;

. increasing functional integration;

. competitive solutions, stronger customer engagement or broader product offering;
. fluctuations in capital equipment spending levels and/or deployment;

. rapid adjustments in customer demand and inventory;

o moderate to slow growth;

. frequent product introductions and enhancements; and/or

. changing competitive landscape (due to consolidation, financial viability, etc.).
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Our growth depends in large part on our continued development and timely release of new products for our core markets. We must:
(1) anticipate customer and market requirements and changes in technology and industry standards; (2) properly define, develop and
introduce new products on a timely basis; (3) gain access to and use technologies in a cost-effective manner; (4) have suppliers produce
quality products consistent with our requirements; (5) continue to expand and retain our technical and design expertise; (6) introduce and
cost-effectively deliver new products in line with our customer product introduction requirements; (7) differentiate our products from our
competitors’ offerings; and (8) gain customer acceptance of our products. In addition, we must continue to have our products designed into
our customers’ future products and maintain close working relationships with key customers to define and develop new products that meet
their evolving needs. Moreover, we must respond in a rapid and cost-effective manner to shifts in market demands to increased functional
integration and other changes. Migration from older products to newer products may result in earnings volatility as revenues from older
products decline and revenues from newer products begin to grow.

Products for our customers’ applications are subject to continually evolving industry standards and new technologies. Our ability to
compete will depend in part on our ability to identify and ensure compliance with these industry standards. The emergence of new standards
could render our products incompatible with other products that meet those standards. We could be required to invest significant time, effort
and expense to develop and qualify new products to ensure compliance with industry standards.

The process of developing and supporting new products is complex, expensive and uncertain, and if we fail to accurately predict,
understand and execute to our customers’ changing needs and emerging technological trends, our business, financial condition and results of
operations may be harmed. In addition, we may make significant investments to define new products according to input from our customers
who may choose a competitor’s or an internal solution or cancel their projects. We may not be able to identify new product opportunities
successfully, develop and bring to market new products, achieve design wins, ensure when and which design wins actually get released to
production, or respond effectively to technological changes or product announcements by our competitors. In addition, we may not be
successful in developing or using new technologies or may incorrectly anticipate market demand and develop products that achieve little or no
market acceptance. Our pursuit of technological advances may require substantial time and expense and may ultimately prove unsuccessful.
Failure in any of these areas may materially and adversely harm our business, financial condition and results of operations.

We derive a substantial portion of our revenues from distributors, especially from our two primary distributors, Future Electronics Inc.
(“Future”), a related party, and Arrow Electronics, Inc. (“Arrow”). Our revenues would likely decline significantly if our primary
distributors elected not to or we were unable to effectively promote or sell our products or if they elected to cancel, reduce or defer
purchases of our products.

Future and Arrow have historically accounted for a significant portion of our revenues and they are our two primary distributors
worldwide. We anticipate that sales of our products to these distributors will continue to account for a significant portion of our revenues. The
loss of either Future or Arrow as a distributor, for any reason, or a significant reduction in orders from either of them would materially and
adversely affect our business, financial condition and results of operations.

Sales to Future and Arrow are made under agreements that provide protection against price reduction for their inventory of our
products. As such, we could be exposed to significant liability if the inventory value of the products held by Future and Arrow declined
dramatically. Our distributor agreements with Future and Arrow do not contain minimum purchase commitments. As a result, Future and
Arrow could cease purchasing our products with short notice or cease distributing our products. In addition, they may defer or cancel orders
without penalty, which would likely cause our revenues to decline and materially and adversely impact our business, financial condition and
results of operations.

We depend on third-party subcontractors to manufacture our products. We utilize wafer foundries for processing our wafers and
assembly and test subcontractors for manufacturing and testing our integrated circuit products and board assembly subcontractors for
our board-level products. Any disruption in or loss of our subcontractors’ capacity to manufacture and test our products subjects us to
a number of risks, including the potential for an inadequate supply of products and higher materials costs. These risks may lead to
delayed product delivery or increased costs, which could materially and adversely impact our business, financial condition and results of
operations.

We do not own or operate a semiconductor fabrication facility or a foundry. We utilize various foundries for different processes. Our
products are based on complementary metal oxide semiconductor (“CMOS”) processes, bipolar processes and bipolar-CMOS (“BiCMOS”)
processes. Our foundries produce semiconductors for many other companies (many of which have greater volume requirements than us), and
therefore, we may not have access on a timely basis to sufficient capacity or certain process technologies and we have from time to time,
experienced extended lead times on some products. In addition, we rely on our foundries’ continued financial health and ability to continue to
invest in smaller geometry manufacturing processes and additional wafer processing capacity.
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Many of our new products are designed to take advantage of smaller geometry manufacturing processes. Due to the complexity and
increased cost of migrating to smaller geometries, as well as process changes, we could experience interruptions in production or significantly
reduced yields causing product introduction or delivery delays. If such delays occur, our products may have delayed market acceptance or
customers may select our competitors’ products during the design process.

New and current process technologies or products can be subject to wide variations in manufacturing yields and efficiency. Our
foundries or the foundries of our suppliers may experience unfavorable yield variances or other manufacturing problems that result in product
introduction or delivery delays. Further, if the products manufactured by our foundries contain production defects, reliability issues or quality
or compatibility problems that are significant to our customers, our reputation may be damaged and customers may cancel orders or be
reluctant to continue to buy our products, which could adversely affect our ability to retain and attract new customers. In addition, these
defects or bugs could interrupt or delay sales of affected products, which could materially and adversely affect our business, financial
condition and results of operations.

Our foundries and test and assembly subcontractors manufacture our products on a purchase order basis. We provide our foundries
with rolling forecasts of our production requirements; however, the ability of our foundries to provide wafers is limited by the foundries’
available capacity. Our third-party foundries may not allocate sufficient capacity to satisfy our requirements. In addition, we may not continue
to do business with our foundries on terms as favorable as our current terms.

Furthermore, any reduction or elimination of any primary source or sources of fully processed wafers could result in a material delay in
the shipment of our products, lost sales opportunities, and increased costs. Any delays or shortages would likely materially and adversely
impact our business, financial condition and results of operations. In particular, the products produced from the wafers manufactured by our
supplier in Hangzhou, China currently constitute a significant part of our total revenue, and so any delay, reduction or elimination of our
ability to obtain wafers from this supplier could materially and adversely impact our business, financial condition and results of operations.

Our reliance on our wafer foundries, assembly and test subcontractors and board assembly subcontractors involves the following risks,
among others:

. a manufacturing disruption or reduction or elimination of any existing source(s) of semiconductor manufacturing materials or
processes, which might include the potential closure, product and /or process discontinuation, change of ownership, change in

business conditions or relationships, change of management or consolidation by one of our foundries;

. disruption of manufacturing or assembly or test services due to vendor transition, relocation or limited capacity of the
foundries or subcontractors;

. inability to obtain, develop or ensure the continuation of technologies needed to manufacture our products;

. extended time required to identify, qualify and transfer to alternative manufacturing sources for existing or new products or
the possible inability to obtain an adequate alternative;

. failure of our foundries or subcontractors to obtain raw materials and equipment;

. increasing cost of commodities, such as gold, raw materials and energy resulting in higher wafer or package costs;

. long-term financial and operating stability of the foundries or their suppliers or subcontractors and their ability to invest in
new capabilities and expand capacity to meet increasing demand, to remain solvent or to obtain financing in tight credit
markets;

. continuing measures taken by our suppliers such as reductions in force, pay reductions, forced time off or shut down of
production for extended periods of time to reduce and/or control operating expenses in response to weakened customer
demand;

. subcontractors’ inability to transition to smaller package types or new package compositions;

o a sudden, sharp increase in demand for semiconductor devices, which could strain the foundries’ or subcontractors’

manufacturing resources and cause delays in manufacturing and shipment of our products;

. manufacturing quality control or process control issues, including reduced control over manufacturing yields, production
schedules and product quality;
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. potential misappropriation of our intellectual property;

. disruption of transportation to and from Asia where most of our foundries and subcontractors are located;
o political, civil, labor or economic instability;
. embargoes or other regulatory limitations affecting the availability of raw materials, equipment or changes in tax laws, tariffs,

services and freight rates; and/or
. compliance with U.S., local or international regulatory requirements.

Other additional risks associated with subcontractors include:

. subcontractors imposing higher minimum order quantities for substrates;
. potential increase in assembly and test costs;
. our board level product volume may not be attractive to preferred manufacturing partners, which could result in higher pricing,

extended lead times or having to qualify an alternative vendor;

. difficulties in selecting, qualifying and integrating new subcontractors;

. inventory and delivery management issues relating to hub arrangements;

. entry into “take-or-pay” agreements; and/or

. limited warranties from our subcontractors for products assembled and tested for us.

If we are unable to accurately forecast demand for our products, we may be unable to efficiently manage our inventory.

Due to the absence of substantial non-cancelable backlog, we typically plan our production and inventory levels based on customer
forecasts, internal evaluation of customer demand and current backlog, which can fluctuate substantially. Due to a number of factors such as
customer changes in delivery schedules and quantities actually purchased, cancellation of orders, distributor returns or price reductions, our
backlog at any particular date is not necessarily indicative of actual sales for any succeeding period. The still unsettled, uncertain and weak
economy may increase the risk of purchase order cancellations or delays, product returns and price reductions. We may not be able to meet
our expected revenue levels or results of operations if there is a reduction in our order backlog for any particular period and we are unable to
replace those anticipated sales during the same period. Our forecast accuracy can be adversely affected by a number of factors, including
inaccurate forecasting by our customers, changes in market conditions, new part introductions by our competitors, loss of previous design
wins, adverse changes in our scheduled product order mix and demand for our customers’ products or models. As a consequence of these
factors and other inaccuracies inherent in forecasting, inventory imbalances periodically occur that result in surplus amounts of some of our
products and shortages of others. Such shortages can adversely impact customer relations and surpluses can result in larger-than-desired
inventory levels, either of which can materially and adversely impact our business, financial condition and results of operations. Due to the
unpredictability of global economic conditions and increased difficulty in forecasting demand for our products, we could experience an
increase in inventory levels.

In instances where we have hub agreements with certain vendors, the inability of our partners to provide accurate and timely
information regarding inventory and related shipments of the inventory may impact our ability to maintain the proper amount of inventory at
the hubs, forecast usage of the inventory and record accurate revenue recognition which could materially and adversely impact our business,
financial conditions and the results of operations.
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If our distributors or sales representatives stop selling or fail to successfully promote our products, our business, financial condition
and results of operations could be materially and adversely impacted.

We sell many of our products through sales representatives and distributors, many of which sell directly to OEMs, contract
manufacturers and end customers. Our non-exclusive distributors and sales representatives may carry our competitors’ products, which could
adversely impact or limit sales of our products. Additionally, they could reduce or discontinue sales of our products or may not devote the
resources necessary to sell our products in the volumes and within the time frames that we expect. Our agreements with distributors contain
limited provisions for return of our products, including stock rotations whereby distributors may return a percentage of their purchases from
us based upon a percentage of their most recent three or six months of shipments. In addition, in certain circumstances upon termination of
the distributor relationship, distributors may return some portion of their prior purchases. The loss of business from any of our significant
distributors or the delay of significant orders from any of them, even if only temporary, could materially and adversely impact our business,
financial conditions and results of operations.

Moreover, we depend on the continued viability and financial resources of these distributors and sales representatives, some of which
are small organizations with limited working capital. In turn, these distributors and sales representatives are subject to general economic and
semiconductor industry conditions. We believe that our success will continue to depend on these distributors and sales representatives. If
some or all of our distributors and sales representatives experience financial difficulties, or otherwise become unable or unwilling to promote
and sell our products, our business, financial condition and results of operations could be materially and adversely impacted.

Certain of our distributors may rely heavily on the availability of short-term capital at reasonable rates to fund their ongoing operations.
If this capital is not available, or is only available on onerous terms, certain distributors may not be able to pay for inventory received or we
may experience a reduction in orders from these distributors, which would likely cause our revenue to decline and materially and adversely
impact our business, financial condition and results of operations.

We depend in part on the continued service of our key engineering and executive management personnel and our ability to identify,
hire, incentivize and retain qualified personnel. If we lose key employees or fail to identify, hire, incentivize and retain these individuals,
our business, financial condition and results of operations could be materially and adversely impacted.

Our future success depends, in part, on the continued service of our key design, engineering, technical, sales, marketing and executive
personnel and our ability to identify, hire, motivate and retain such qualified personnel, as well as effectively and quickly replace key
personnel with qualified successors with competitive incentive compensation packages.

Under certain circumstances, including a company acquisition, significant restructuring or business downturn, current and prospective
employees may experience uncertainty about their future roles with us. Volatility or lack of positive performance in our stock price and the
ability or willingness to offer meaningful competitive equity compensation and incentive plans or in amounts consistent with market practices
may also adversely affect our ability to retain and incentivize key employees. In addition, competitors may recruit our employees, as is
common in the high tech sector. If we are unable to retain personnel that are critical to our future operations, we could face disruptions in
operations, loss of existing customers, loss of key information, expertise or know-how, unanticipated additional recruiting and training costs,
and potentially higher compensation costs.

Competition for skilled employees having specialized technical capabilities and industry-specific expertise is intense and continues to be
a considerable risk inherent in the markets in which we compete. At times, competition for such employees has been particularly notable in
California and People’s Republic of China (“PRC”). Further, the PRC historically has different managing principles from Western style
management and financial reporting concepts and practices, as well as different banking, computer and other control systems, making the
successful identification and employment of qualified personnel particularly important, and hiring and retaining a sufficient number of such
qualified employees may be difficult. As a result of these factors, we may experience difficulty in establishing and maintaining management,
legal and financial controls, collecting financial data, books of account and records and instituting business practices that meet Western
standards and regulations, which could materially and adversely impact our business, financial condition and results of operations.

Our employees are employed “at-will”, which means that they can terminate their employment at any time. Our international locations
are subject to local labor laws, which are often significantly different from U.S. labor laws and which may under certain conditions, result in
large separation costs upon termination. Further, employing individuals in international locations is subject to other risks inherent in
international operations, such as those discussed with respect to international sales below, among others. The failure to recruit and retain, as
necessary, key design engineers and technical, sales, marketing and executive personnel could materially and adversely impact our business,
financial condition and results of operations.
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Stock-based awards are critical to our ability to recruit, retain and motivate highly skilled talent. In making employment decisions,
particularly in the semiconductor industry and the geographies where our employees are located, a key consideration of current and potential
employees is the value of the equity awards they receive in connection with their employment. If we are unable to offer employment packages
with a competitive equity award component, our ability to attract highly skilled employees would be harmed. In addition, volatility in our
stock price could result in a stock option’s exercise price exceeding the market value of our common stock or a deterioration in the value of
restricted stock units granted, thus lessening the effectiveness of stock-based awards for retaining and motivating employees. Similarly,
decreases in the number of unvested in-the-money stock options held by existing employees, whether because our stock price has declined,
options have vested, or because the size of follow-on option grants has decreased, may make it more difficult to retain and motivate
employees. Consequently, we may not continue to successfully attract and retain key employees, which could have an adverse effect on our
business, financial condition and results of operations.

We have made, and in the future may make, acquisitions and significant strategic equity investments, which may involve a number of
risks. If we are unable to address these risks successfully, such acquisitions and investments could have a material adverse effect on
our business, financial condition and results of operations.

We have undertaken a number of strategic acquisitions, have made strategic investments in the past, and may make further strategic
acquisitions and investments from time to time in the future. The risks involved with these acquisitions and investments include:

. the possibility that we may not receive a favorable return on our investment or incur losses from our investment or the original
investment may become impaired;

. revenues or synergies could fall below projections or fail to materialize as assumed;
. failure to satisfy or set effective strategic objectives;
. the possibility of litigation arising from or in connection with these acquisitions;
. our assumption of known or unknown liabilities or other unanticipated events or circumstances; and/or
. the diversion of management’s attention from day-to-day operations of the business and the resulting potential disruptions to

the ongoing business.

Additional risks involved with acquisitions include:

. difficulties in integrating and managing various functional areas such as sales, engineering, marketing, and operations;

. difficulties in incorporating or leveraging acquired technologies and intellectual property rights in new products;

. difficulties or delays in the transfer of product manufacturing flows and supply chains of acquired businesses;

. failure to retain and integrate key personnel;

. failure to retain and maintain relationships with existing customers, distributors, channel partners and other parties;

. failure to manage and operate multiple geographic locations both effectively and efficiently;

. failure to coordinate research and development activities to enhance and develop new products and services in a timely manner

that optimize the assets and resources of the combined company;

. difficulties in creating uniform standards, controls (including internal control over financial reporting), procedures, policies
and information systems;

. unexpected capital equipment outlays and continuing expenses related to technical and operational integration;

. difficulties in entering markets or retaining current markets in which we have limited or no direct prior experience or where
competitors in such markets may have stronger market positions;

. insufficient revenues to offset increased expenses associated with acquisitions;

. under-performance problems with an acquired company;
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. issuance of common stock that would dilute our current stockholders’ percentage ownership;
. reduction in liquidity and interest income on lower cash balances;

. recording of goodwill and intangible assets that will be subject to periodic impairment testing and potential impairment charges
against our future earnings;

. incurring amortization expenses related to certain intangible assets; and/or
. incurring large and immediate write-offs of assets.

Strategic equity investments also involve risks associated with third parties managing the funds and the risk of poor strategic choices or
execution of strategic or operating plans.

We may not address these risks successfully without substantial expense, delay or other operational or financial problems, or at all. Any
delays or other such operations or financial problems could materially and adversely impact our business, financial condition and results of
operations.

Our business may be materially and adversely impacted if we fail to effectively utilize and incorporate acquired technologies.

We have acquired and may in the future acquire intellectual property in order to expand our serviceable markets, accelerate our time to
market, and to accelerate to gain market share for new and existing products. Acquisitions of intellectual property may involve risks relating
to, among other things, valuation of innovative capabilities, successful technical integration into new products, loss of key technical
personnel, compliance with contractual obligations, market acceptance of new product features or capabilities, and achievement of planned
return on investment. Successful technical integration in particular requires a variety of capabilities that we may not currently have, such as
available technical staff with sufficient time to devote to integration, the requisite skills to understand the acquired technology and the
necessary support tools to effectively utilize the technology. The timely and efficient integration of acquired technology may be adversely
impacted by inherent design deficiencies or application requirements. The potential failure of or delay in product introduction utilizing
acquired intellectual property could lead to an impairment of capitalized intellectual property acquisition costs, which could materially and
adversely impact our business, financial condition and results of operations.

Because a significant portion of our total assets were, and may again be with future potential acquisitions, represented by goodwill and
other intangible assets, which are subject to mandatory annual impairment evaluations, we could be required to write-off some or all of
our goodwill and other intangible assets, which could materially and adversely impact our business, financial condition and results of
operations.

A significant portion of the purchase price for any business combination may be allocated to identifiable tangible and intangible assets
and assumed liabilities based on estimated fair values at the date of consummation. As required by U.S. Generally Accepted Accounting
Principles (“GAAP”), the excess purchase price, if any, over the fair value of these assets less liabilities typically would be allocated to
goodwill. We evaluate goodwill for impairment on an annual basis or whenever events and changes in circumstances suggest that the carrying
amount may not be recoverable. We typically conduct our annual analysis of our goodwill at the reporting unit level in the fourth quarter of
our fiscal year.

The assessment of goodwill and other intangible assets impairment is a subjective process. Estimations and assumptions regarding the
number of reporting units, future performance, results of our operations and comparability of our market capitalization and net book value
will be used. Changes in estimates and assumptions could impact fair value resulting in an impairment, which could materially and adversely
impact our business, financial condition and results of operations.

Because some of our integrated circuit and board level products have lengthy sales cycles, we may experience substantial delays between
incurring expenses related to product development and the revenue derived from these products.

A portion of our revenue is derived from selling integrated circuits and board level products to end customer equipment vendors. Due to
their product development cycle, we have typically experienced at least an eighteen-month time lapse between our initial contact with a
customer and realizing volume shipments. In such instances, we first work with customers to achieve a design win, which may take six
months or longer. Our customers then complete their design, test and evaluation process and begin to ramp-up production, a period which
typically lasts an additional six months. The customers of equipment manufacturers may also require a period of time for testing and
evaluation, which may cause further delays. As a result, a significant period of time may elapse between our research and development efforts
and realization of revenue, if any, from volume purchasing of our products by our customers. Due to the length of the end customer
equipment vendors’ product development cycle, the risks of project cancellation by our customers, price erosion or volume reduction are
common aspects of such engagements.

45




The complexity of our products may lead to errors, defects and bugs, which could subject us to significant costs or damages and
adversely affect market acceptance of our products.

Although we, our customers and our suppliers rigorously test our products, they may contain undetected errors, performance
weaknesses, defects or bugs when first introduced, as new versions are released when manufacturing or process changes are made. If any of
our products contain design or production defects, or reliability issues, quality or compatibility problems that are significant to our customers,
our reputation may be damaged and customers may be reluctant to continue to design in or buy our products, which could adversely affect
our ability to retain and attract new customers. In addition, these defects or bugs could interrupt or delay sales of affected products, which
could materially and adversely affect our business, financial condition and results of operations.

If defects or bugs are discovered after commencement of commercial production, we may be required to make significant expenditures
of capital and other resources to resolve the problems. This could result in significant additional development costs and the diversion of
technical and other resources from our other business development efforts. We could also incur significant costs to repair or replace defective
products or may agree to be liable for certain damages incurred. These costs or damages could have a material adverse effect on our business,
financial condition and results of operations.

If we are unable to compete effectively with existing or new competitors, we will experience fewer customer orders, reduced revenues,
reduced gross margins and lost market share.

We compete in markets that are intensely competitive, and which are subject to both rapid technological change, continued price erosion
and changing business terms with regard to risk allocation. Our competitors include many large domestic and foreign companies that may
have substantially greater financial, market share, technical and management resources, name recognition and leverage than we have. As a
result, they may be able to adapt more quickly to new or emerging technologies and changes in customer requirements or to devote greater
resources to promote the sale of their products.

We have experienced increased competition at the design stage, where customers evaluate alternative solutions based on a number of
factors, including price, performance, product features, technologies, and availability of long-term product supply and/or roadmap guarantee.
Additionally, we experience, and may in the future experience, in some cases, severe pressure on pricing from competitors or on-going cost
reduction expectations from customers. Such circumstances may make some of our products unattractive due to price or performance
measures and result in the loss of our design opportunities or a decrease in our revenue and margins.

Also, competition from new companies, including those from emerging economy countries, with significantly lower costs could affect
our selling price and gross margins. In addition, if competitors in Asia continue to reduce prices on commodity products, it would adversely
affect our ability to compete effectively in that region. Specifically, we have licensed rights to a supplier in China to market our commodity
connectivity products, which could reduce our sales in the future should they become a meaningful competitor. Loss of competitive position
could result in price reductions, fewer customer orders, reduced revenues, reduced gross margins and loss of market share, any of which
would adversely affect our operating results and financial condition.

Furthermore, many of our existing and potential customers internally develop solutions which attempt to perform all or a portion of the
functions performed by our products. To remain competitive, we continue to evaluate our manufacturing operations for opportunities for
additional cost savings and technological improvements. If we or our contract partners are unable to successfully implement new process
technologies and to achieve volume production of new products at acceptable yields, our business, financial condition and results of
operations may be materially and adversely affected.

Our stock price is volatile.

The market price of our common stock has fluctuated significantly at times. In the future, the market price of our common stock could
be subject to significant fluctuations due to, among other reasons:

. our anticipated or actual operating results;

. announcements or introductions of new products by us or our competitors;
. technological innovations by us or our competitors;

. investor perception of the semiconductor sector;

. loss of or changes to key executives;
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. product delays or setbacks by us, our customers or our competitors;

. potential supply disruptions;

o sales channel interruptions;

o concentration of sales among a small number of customers;

o conditions in our customers’ markets and the semiconductor markets;

o the commencement and/or results of litigation;

. changes in estimates of our performance by securities analysts;

. decreases in the value of our investments or long-lived assets, thereby requiring an asset impairment charge against earnings;
. repurchasing shares of our common stock;

. announcements of merger or acquisition transactions; and/or

. general global economic and capital market conditions.

In the past, securities and class action litigation has been brought against companies following periods of volatility in the market prices
of their securities. We may be the target of one or more of these class action suits, which could result in significant costs and divert
management’s attention, thereby materially and adversely impacting our business, financial condition and results of operations.

In addition, at times the stock market has experienced extreme price, volume and value fluctuations that affect the market prices of the
stock of many high technology companies, including semiconductor companies, that are unrelated or disproportionate to the operating
performance of those companies. Any such fluctuations may harm the market price of our common stock.

Occasionally, we enter into agreements that expose us to potential damages that exceed the value of the agreement.

We have given certain customers increased indemnification protection for product deficiencies or intellectual property infringement that
is in excess of our standard limited warranty and indemnification provisions and could result in costs that are in excess of the original contract
value. In an attempt to limit this liability, we have purchased insurance coverage to partially offset some of these potential additional costs;
however, our insurance coverage could be insufficient in terms of amount and/or coverage to prevent us from suffering material losses if the
indemnification amounts are large enough or if there are coverage issues.

As of September 29, 2013, affiliates of Future, Alonim Investments Inc. and two of its affiliates (collectively “Alonim”), beneficially own
approximately 16% of our common stock and Soros Fund Management LLC, as principal investment manager for Quantum Partners
LP (“Soros”), beneficially owns approximately 13% of our common stock. As such, Alonim and Soros are our largest stockholders.
These substantial ownership positions provide the opportunity for Alonim and Soros to significantly influence matters requiring
stockholder approval, which may or may not be in our best interests or the interest of our other stockholders. In addition, Alonim is an
affiliate of Future and an executive officer of Future is on our board of directors, which could lead to actual or perceived influence
Jfrom Future.

Alonim and Soros each own a significant percentage of our outstanding shares. Due to such ownership, Alonim and Soros, acting
independently or jointly, have not in the past, but may in the future, exert strong influence over actions requiring the approval of our
stockholders, including the election of directors, many types of change of control transactions and amendments to our charter documents.
Further, if one of these stockholders were to sell or even propose to sell a large number of their shares, the market price of our common stock
could decline significantly.

Although we have no reason to believe it to be the case, the interests of these significant stockholders could conflict with our best
interests or the interests of the other stockholders. For example, the significant ownership percentages of these two stockholders could have
the effect of delaying or preventing a change of control or otherwise discouraging a potential acquirer from obtaining control of us, regardless
of whether the change of control is supported by us and our other stockholders. Conversely, by virtue of their percentage ownership of our
stock, Alonim and/or Soros could facilitate a takeover transaction that our board of directors and/or other stockholders did not approve.
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Further, Alonim is an affiliate of Future, our largest distributor, and Pierre Guilbault, executive vice president and chief financial officer
of Future, is a member of our board of directors. These relationships could also result in actual or perceived attempts to influence management
or take actions beneficial to Future which may or may not be beneficial to us or in our best interests. Future could attempt to obtain terms and
conditions more favorable than those we would typically provide to other distributors because of its relationship with us. Any such actual or
perceived preferential treatment could materially and adversely affect our business, financial condition and results of operations.

Earthquakes and other natural disasters, may damage our facilities or those of our suppliers and customers.

The occurrence of natural disasters in certain regions, such as the recent natural disasters in Asia, could adversely impact our
manufacturing and supply chain, our ability to deliver products on a timely basis (or at all) to our customers and the cost of or demand for our
products. Our corporate headquarters in Fremont, California is located near major earthquake faults that have experienced seismic activity and
is approximately 170 miles from a nuclear power plant. In addition, some of our other offices, customers and suppliers are in locations, which
may be subject to similar natural disasters. In the event of a major earthquake or other natural disaster near our offices, our operations could
be disrupted. Similarly, a major earthquake or other natural disaster, such as the earthquakes in Japan or flooding in Thailand, affecting one or
more of our major customers or suppliers could adversely impact the operations of those affected, which could disrupt the supply or sales of
our products and harm our business, financial condition and results of operations.

Any error in our sell-through revenue recognition judgment or estimates could lead to inaccurate reporting of our net sales, gross
profit, deferred income and allowances on sales to distributors and net income.

Sell-through revenue recognition is highly dependent on receiving pertinent and accurate data from our distributors in a timely fashion.
Distributors provide us periodic data regarding the product, price, quantity, and end customer when products are resold as well as the
quantities of our products they still have in stock. We must use estimates and apply judgment to reconcile distributors’ reported inventories to
their activities. Any error in our judgment could lead to inaccurate reporting of our net sales, gross profit, deferred income and allowances on
sales to distributors and net income, which could have an adverse effect on our business, financial condition and results of operations.

We may be unable to protect our intellectual property rights, which could harm our competitive position.

Our ability to compete is affected by our ability to protect our intellectual property rights. We rely on a combination of patents,
trademarks, copyrights, mask work registrations, trade secrets, confidentiality procedures and non-disclosure and licensing arrangements to
protect our intellectual property rights. Despite these efforts, we may be unable to protect our proprietary information. Such intellectual
property rights may not be recognized or if recognized, may not be commercially feasible to enforce. Moreover, our competitors may
independently develop technology that is substantially similar or superior to our technology.

More specifically, our pending patent applications or any future applications may not be approved, and any issued patents may not
provide us with competitive advantages or may be challenged by third parties. If challenged, our patents may be found to be invalid or
unenforceable, and the patents of others may have an adverse effect on our ability to do business. Furthermore, others may independently
develop similar products or processes, duplicate our products or processes or design around any patents that may be issued to us.

We could be required to pay substantial damages or could be subject to various equitable remedies if it were proven that we infringed the
intellectual property rights of others.

As a general matter, semiconductor companies may from time to time become involved with ongoing litigation regarding patents and
other intellectual property rights. If a third party were to prove that our technology infringed its intellectual property rights, we could be
required to pay substantial damages for past infringement and could be required to pay license fees or royalties on future sales of our
products. If we were required to pay such license fees whenever we sold our products, such fees could exceed our revenue. In addition, if it
was proven that we willfully infringed a third party’s proprietary rights, we could be held liable for three times the amount of the damages
that we would otherwise have to pay. Such intellectual property litigation could also require us to:

. stop selling, incorporating or using our products that use the infringed intellectual property;

. obtain a license to make, sell or use the relevant technology from the owner of the infringed intellectual property, which
license may not be available on commercially reasonable terms, if at all; and/or

. redesign our products so as not to use the infringed intellectual property, which may not be technically or commercially
feasible.
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The defense of infringement claims and lawsuits, regardless of their outcome, would likely be expensive and could require a significant
portion of management’s time. In addition, rather than litigating an infringement matter, we may determine that it is in our best interests to
settle the matter. Terms of a settlement may include the payment of damages and our agreement to license technology in exchange for a license
fee and ongoing royalties. These fees could be substantial. If we were required to pay damages or otherwise became subject to equitable
remedies, our business, financial condition and results of operations would suffer. Similarly, if we were required to pay license fees to third
parties based on a successful infringement claim brought against us, such fees could exceed our revenue.

Our results of operations could vary as a result of the methods, estimations and judgments we use in applying our accounting policies.

The methods, estimates and judgments we use in applying our accounting policies have a significant impact on our results of operations.
Such methods, estimates and judgments are, by their nature, subject to substantial risks, uncertainties, assumptions and changes in rulemaking
by regulatory bodies; and factors may arise over time that lead us to change our methods, estimates, and judgments. Changes in those
methods, estimates and judgments could materially and adversely impact our business, financial condition and results of operations.

Our revenue reporting is highly dependent on receiving pertinent and accurate data from our distributors in a timely fashion.
Distributors provide us periodic data regarding the product, price, quantity and end customer when products are resold as well as the
quantities of our products they still have in stock. We must use estimates and apply judgment to reconcile distributors’ reported inventories to
their activities. Any error in our judgment could lead to inaccurate reporting of our net sales, gross profit, deferred income and allowances on
sales to distributors and net income.

We estimate the fair value of stock options on the date of grant using the Black-Scholes option-pricing model. The assumptions used in
calculating the fair value of stock-based compensation represent our estimates, but these estimates involve inherent uncertainties and the
application of management judgments, which include the expected term of the stock-based awards, stock price volatility and forfeiture rates.
As aresult, if factors change and we use different assumptions, our stock-based compensation expense could be materially different in the
future.

On an on-going basis, we use estimates and judgment to evaluate valuation of inventories, income taxes, goodwill and long-lived assets
in preparing our condensed consolidated financial statements. Actual results could differ from these estimates and material effects on

operating results and financial position may result.

The final determination of our income tax liability may be materially different from our income tax provision, which could have an
adverse effect on our results of operations.

Our future effective tax rates may be adversely affected by a number of factors including:

. the jurisdictions in which profits are determined to be earned and taxed;

o the resolution of issues arising from tax audits with various tax authorities;

o changes in the valuation of our deferred tax assets and liabilities;

. adjustments to estimated taxes upon finalization of various tax returns;

. increases in expenses not deductible for tax purposes, including write-offs of acquired in-process research and development

and impairment of goodwill in connection with acquisitions;

o changes in available tax credits;

. changes in stock-based compensation expense;

. changes in tax laws or the interpretation of such tax laws and changes in generally accepted accounting principles; and/or
. the repatriation of non-U.S. earnings for which we have not previously provided for U.S. taxes.
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Any significant increase in our future effective tax rates could adversely impact net income for future periods. In addition, the U.S.
Internal Revenue Service (“IRS”) and other tax authorities regularly examine our income tax returns. Our business, financial condition and
results of operations could be materially and adversely impacted if these assessments or any other assessments resulting from the examination
of our income tax returns by the IRS or other taxing authorities are not resolved in our favor.

We have acquired significant Net Operating Loss (“NOL”) carryforwards as a result of our acquisitions. The utilization of acquired
NOL carryforwards is subject to the IRS’s complex limitation rules that carry significant burdens of proof. Limitations include certain levels
of a change in ownership. As a publicly traded company, such change in ownership may be out of our control. Our eventual ability to utilize
our estimated NOL carryforwards is subject to IRS scrutiny and our future results may not benefit as a result of potential unfavorable IRS
rulings.

Our engagement with foreign customers could cause fluctuations in our operating results, which could materially and adversely impact
our business, financial condition and results of operations.

International sales have accounted for, and will likely continue to account for a significant portion of our revenues, which subjects us to
the following risks, among others:

. changes in or compliance with regulatory requirements;

o tariffs, embargoes, directives and other trade barriers which impact our or our customers’ business operations;
. timing and availability of export or import licenses;

o disruption of services due to political, civil, labor or economic instability;

o disruption of services due to natural disasters outside the United States;

. disruptions to customer operations outside the United States due to the outbreak of communicable diseases;
o difficulties in accounts receivable collections;

. difficulties in staffing and managing foreign subsidiary and branch operations;

. difficulties in managing sales channel partners;

. difficulties in obtaining governmental approvals for our products;

. limited intellectual property protection;

. foreign currency exchange fluctuations;

. the burden of complying with foreign laws and treaties;

. contractual or indemnity issues that are materially different from our standard sales terms; and/or

. potentially adverse tax consequences.

In addition, because sales of our products have been denominated primarily in U.S. dollars, increases in the value of the U.S. dollar as
compared with local currencies could make our products more expensive to customers in the local currency of a particular country resulting in
pricing pressures on our products. Increased international activity in the future may result in foreign currency denominated sales.
Furthermore, because some of our customers’ purchase orders and agreements are governed by foreign laws, we may be limited in our
ability, or it may be too costly for us, to enforce our rights under these agreements and to collect damages, if awarded.

We may be exposed to additional credit risk as a result of the addition of significant direct customers through acquisitions.
From time to time one of our customers has contributed more than 10% of our quarterly net sales. A number of our customers are
OEMs, or the manufacturing subcontractors of OEMs, which might result in an increase in concentrated credit risk with respect to our trade

receivables and therefore, if a large customer were to be unable to pay, it could materially and adversely impact our business, financial
condition and results of operations.
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Compliance with new regulations regarding the use of conflict minerals could adversely impact the supply and cost of certain metals
used in manufacturing our products.

In August 2012, the U.S. Securities and Exchange Commission (“SEC”) issued final rules for compliance with Section 1502 of the
Dodd-Frank Act, and outlined what publicly-traded companies in the U.S. have to disclose regarding their use of conflict minerals in their
products. According to the rule, companies that utilize any of the 3TG (tin, tantalum, tungsten and gold) minerals in their products need to
conduct a reasonable country of origin inquiry to determine if the minerals are coming from the conflict zones in and around the Democratic
Republic of Congo. The first filings are due May 31, 2014 for calendar year 2013. The implementation of these new regulations may limit the
sourcing and availability of some metals used in the manufacture of our products and may affect our ability to obtain products in sufficient
quantities or at competitive prices.

ITEM 6. EXHIBITS
(a) Exhibits required by Item 601 of Regulation S-K

See the Exhibit Index, which follows the signature page to this Quarterly Report on Form 10-Q.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Quarterly Report on Form 10-
Q of Exar Corporation to be signed on its behalf by the undersigned thereunto duly authorized.
EXAR CORPORATION

(Registrant)

November 7, 2013 By /s/Ryan A. Benton

Ryan A. Benton

Senior Vice President and Chief Financial Officer

(On the Registrant’s Behalf and as Principal Financial and
Accounting Officer)
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INDEX TO EXHIBITS

Exhibit Incorporated by Reference
Number Form File No. Exhibit  Filing Date  Filed
Exhibit Herewith
3.1 Restated Certificate of Incorporation of Exar
Corporation 8-K 0-14225 33 9/17/2010
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EMPEOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (this “Agreement”) is made ond entered into as of
September 27, 2013 (the 4 day 8K filing date will slart), by and between Exar Corporation, a
Delaware corporation (the “Company™), and Ryan A. Benton, an individual {the “Exceutive™}.

RECTTALS

- A.'The Company desires that the Executive continue to be employed by the Company &s its
Chicf Financial Officer to carry out the dnties and respansibilities described below, all on the
terms and conditions hereinafter set forth, etfective as of September 27, 2013 {the “Effective

Date™).

B. The Execirive desires to continue snch emplayment on such tertns and conditions.

C. This Agreement shall govern the employment relationship between the Executive and the
Company from and after the Effective Date and supersedes and negates all previous agreements

with respect 10 such relatonship.

D. The Compensation Commitiee end the Board of Directors of the Company have spproved
this Agresmeant,

NOW, THEREFOQRE, in consideration of the above recitals incorporated hersin and the
muneal covenanis and promises contained herein and other good and valnable consideration, the
receipt and sulficiency of which are hereby expressty ackuowledged, the parties agree as
foliows:

1. Retantion and Duties.

1.1 Retemtion. As of the Effactive Date, the Clompany does hereby engage and employ the
Executive for the Period of Employment {as defined in Section 2) on the terms and condirfons
expressly set forth in this Agreement, As of the Effective Date, the Executive does hereby accept
and agres to such, engagement and employment, on the terms and conditions expressly set forth

in this Agreement,

1.2 Duties. During the Period of Employment, the Executive shall serve the Company as its
Chief Financizl Officer and shall have the powers, duties and obligations of management usually
vested in the office of the chief financial officer of a corporation, subject to the divectives of and
reporiing directly to the Compeny’s President and Chief Executive Officer. The Executive shall
. comply with the corporate policies of the Clompany as they are in affect from time to time

throughout the Period of Employment (including, withowt limitation, the Company’s employee
handbook, personnel policies, and business conduct and ethics policies, as they may change from
time to time),

1.3 No Other Employment; Minimwmn Time Commitment. During the Period of
Enmployment, the Executive shall both (i} devole substantially all of the Executive's business
time, energy and skill to the performanee of the Executive’s duties for the Company, and

Exhibit 3.3
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{ii) Lold no other employment or directoiship without the prior written consent of the Company.
Nothing in this Section 1.3 shall ba construed as preventing the Fxecutive from engaging in the
investment of his persomal asses. In addition, the Executive shull avoid all activities and other
actions that might conflict with, or that might reasonably appear to conflict with, the intzrests of
the Company.

1.4 No Breach of Contract. The Executive héreby represents to the Company that: (i) the
execution and delivery of this Agreement by the Executive and the Comparty and the
performence by the Executive of the Executive’s duties hereunder shall not constitute a breach
of, or otherwise contravene, the terms of any other agreement or policy to which the Exccutive is
a panty or otherwise bound; (1) the Executive has no information (including, without limitation,
confidential information and trade secrets) refating to any other person or entity which would
prevent, o be violated by, the Excentive entering into this Agreement or carrying out his duties
herennder; and {i71) that, except as set forth on Exthibit A hereto, the Executive, acting on his own
behall, is nol bound by any confidentiality, trade secret or similar agreement with any other

person or entity.

1.5 Loeation, The Executive acknowledges that the Company’s principal executive offices
are currently located in Fremont, California. The Executive’s principal place of employment
shall be the Company s principal executive offices, The Executive agrees thai he will be
regularly present at the Compary’s principal exeentive offices. The Executive acknowledges that
he may be required to trave! from time to time in the course of performing his duties for the

Company.

1.6 Indemnifieation Agreement. On December 13, 2012 the Company and the Executive
lave executed and deliverad the Indemnuification Agrecment attached hereto as Exhibit B (the

“Indemnification Agreement™).

2. Period of Employment. The “Period of Employment” shall be 4 peried off lour {4) years
commencing on the Effective Datz and ending at the close of business on the four-year
anniversary ofthe Effective Date, subject to earlier termination in accordance with the provisions
of Section 5 below (the “Termination Datz™).

3. Compensation.

3.1 Base Salary. The Executive’s base salary (the “Base Salary™) shall be paid in
accordance with the Company’s regular payroll practices in effect fromn time to time, but not lass
frequently than in monthly instaliments. Effective retroactively to September 9, 2013 the
FExecutive’s Base Salary shall be at an annualized rate of Three Hundred Thirty-five 'thousand
Dollars ($335,000). The CEO will review the [xecutive's Base Salary at least annually and may
recommend to the Compensation Commitiee any adjustment. The Compensation Connnittee in
ils sule discretion may approve any edjustment to the Exccutive’s Base Salary fiom the rate then
in effect based on such review; provided that the Executive’s Base Salary shall not be less than
the Base Salary set forth herein without the Executive’s consent.

3.2 Incentive Bonus. During the Period of Employment the Execittive shall be eligible to
receive an annual incentive honus (“Incentive Bonus™), The Executive’s target Inventive Bonus
amount for the fiscal years during the Period of Employment, commencing with the Company’s
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2014 fisecal wear, shall be 50% of the Executive™s Base Salary, unlass the Board or the
Corpenzation Committes of the Beard (the “Compensation Committee™) sets a higher target
Incentive Bonus for those years. The Executive’s Incentive Bonus for the Company’s 2014 fiscal
year shall be payable per the terms of the Fiscal Year 2014 Management Incentive Program, with
the target mumber of RSUs subject to such award {the “Target RSUs™) to be determined by
dividing {i) §285,000 by (ii) the closing price of a share of the Company’s common determined
by the Management Inceniive Flan. The Tarpot RSUs shall be eligible to vest on the date that
the Compensation Committes detsrmines the vesting of RSU awards granted to the Company”s
sermior executives generally under the Company®s Fiscal Year 2014 Management Tneentive
Program (the “Determination Date™) in accordance with the Company”s Fiscal Year 2014
Management Incentive Program (subject to the Executive’s continued employment with the
Company through the Determinslion Daie) such that if the Compensation Commities delermines
that awards granted under the program shall vest basad on Company performance az to a
percentage of the target munber of units subject to such awards that is greater than one hundred
percent {100%) (The “Incentive Plan Vesting Percentage™), the Executive shall vest in an
additional number of R8s on the Determination Date so that the total number of the
Execntive’s vested REUs under the awsard shall equal the Target RSUs multiplied by the
Incentive Plan Vesting Percertage. All pavments shall be made promptly and in accordance
with the terms of the fiscal year 2014 Management Incentrve Program and in all events within
sixty days after the applicable vesting date. Any Targel RSUs thal are outstanding on the
Determination Date and not vested after giving cffect to the foregoing provisiops shall terminate
on the Determination Bate. Foreach fiscal year during the Period of Employvraent afier the 2014
fiscal year, the Executive’s Incentive Bonus shall be in an amount recommended by the CEQ and
approved by the Compensation Comumittee in iis sole discrefion. The Executive may participatz
in recommending his individuai performance goals and any corporate goals upon which his
Tncentive Bomus is based for each fiscal year, provided that the CEO will set such geals with the
approval of the Compensation Committee. Excepl as olherwise provided i any anmial ineentive
program adepted by the Compensation Commiliee in which the Executive participates, any
Incentive Bonus shall be paid, subject 10 applicable withboldings and auwthorized deductions, as
goon a5 practicable after the end of such fiscal year {and in all events within the applicable period
prescribed for the payment of “short-term defervals™ as provided in Treasiry Regulation

Section 1.409A-1(5)(4)).

If the Company files an accournting restatement due to a material misstatement related
to any fiscal period during the Executive’s entployment with the Company, as a result of willful
misconduct (whether or nat by the Executive), with any financial reporting requirement vneder
the ULS. securities laws, the Company may require the Executive to reimburse the Company for
any bomus or other incentive-based or equity-based compensalion received by the Executive
from the Company duwring the 12-month period following the first public issuance or filing with
the U.8. Securities and Exchange Commission (whichever first oceurs} of the financial decument
cinbodying such roaterial misstatement and any profiis realized from ihe sale of secuities of the
Company during that 12-month period by the Executive. The provision in the immediately
preceding sentence is intended to follow Section 304 of the Sarbanes-Oxley Act of 2002, and to
the extent such Section 304 is hereafter armnended or modified (whether by legislative, judicial or
administrative action) w0 provide for reduced obligations of the Executive thereunder, the
immediately preceding sentence shall be automatically similarly amended or medifled, without
the need of 2 written amcendment hereof. In addition to the forcgoing, any incentive
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compensation paid 1o the Executive shall be subject to the terms of any recoupment, claw-back
or similar policy adopted by the Company as it may be in effect from time to time, as well as any
similar provisions of applicable Taw.

3.3 Equity Awards.

{(a) Stock Opiion.  As approved by the Compensation Committee, the Company has
grinled 1o the Execulive an oplion (the “Oplion™} lo purchuse 100,000 shares of the Company’s
Cormmon Stock, such Option to be effective on the Effective Dute. The exercise price per share
fot the Option will be equal to the closing price ot a share of the Comman Stock on Qcwber 1,
2013. Except as expressly sel forth herein, the Option will vest as follows:

The Option will vest as to 25,000 of such shares on the first anmiversary of the Grant Datc, and
s to 1/36th of the remaining 75,000, shares underlying the Option each month thereafter on the
same day of the month as the Grand Date, subject in each case o the Executive’s active and
continuous service to the Company through the applicable vesting date, such that the Executive
shall be fully vested in such portion of the Option shares atter four years of aciive and
continrous service to the Company from the Grant Date, The Option will be granted under the
Company’s 2006 Equity Incentive Plan {the “Plan™) and shall be subject to such further terms
and conditions as set forth in a writien award agreement to be entered into by the Company emd
the Executive to evidence the award.

(b) Performance-RSU Award.  As anthorized by the Compensation Committee, the
Company has granted to the Execntive an award of 60,000 performance R8Us (the “RSU
Award™. The RSU Award shall consist of three equal iranches of 20,000 R8Us (cach, a
“Tranche™}, and will vest ower three (3) vears in each case as follows:

(i) Wi'ith respect to the first 1runche, the Execwive must be actively and
continuously employed through the cnd of the 2017 fiscal yoar in order to vest ens hundred
percent (100%) (Hence 33.3% per year Tov {iscal 2015, 2016 and 2017) and the Company s
Earnings Before Interest and Taxes determined on a non-GAA* basis as the Company has
historically reported such amounts o investors during earnings calls (“EBIT™) most meet or
exceed 5% of the Company’s Aonual Operating Plan Revenue level lor the 2014 fiscal year;

(ii) With respect to the second Tranche, the Executive must be actively and
continyously employed through the end of the 2018 fiscal year in order to vest ome hundred
percent (100%) (Henee 33.3% per year for fiscal 2016, 2017 and 2018) and (A} the Company s

. .- .. "EBIT for the 2015 fiscal year must be positive and equal to or greater than fon
percent {10%) of the Company s Armual Operating Plan revenues (“ADP Revenue™) level tor
the 2015 fiscal vear and (B) the Company’s revenue s determined in accordance with GAAP
and as reported in the Compary's financial statements (“Revenue™) for the 2015 fiscal year must
be equal to or greater than 103% of the Company's Revenue for fiscal year 2014;

(iii) With respect to the third Tranche, Execitive musl be actively and centinuously
employed through the end af the 2019 fiscal year in order tn vest one hundred percent (1 00%)
{Henve 33.3% per year lor fiscal 2017, 2018 and 2019) and (A) the Company’s EBIT [or the
2016 fiscal year must be positive and equal to or preater than fifteen pereent {135%) of the
Company’s AOP Revenue level for the 2016 fiscal year; and (B) the Company’s Revenue for the
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2016 fiscal year must be equal to or greater than 103% of the Company’s Revenus Tor fiscal year
2014, :

In each case, the Company’s EBIT [evel, Revenue fevel and the vesting of any Tranche shall
be determined by the Compensation Committes, [f the performance goals for a particular fiscal
vear set forth above are not achieved, the Tranche of R8Us applicable to thai fiscal veat shall
terminate as of the last day of that fiscal year. The RSU Award shall be granted under the Plan
and shall he subject to snch further terms and conditions as set forth in & written award
apreerncol lo be entered into by the Company and the Executive to evidence the award.

‘4, Benefits,

4.1 Retivement, Welfsre and Fringe Benefits. During the Period of Employment, the
Executive shall be entitled to participate in all employee pension and welfare benefit plans and
programs, and fringe benefit plans and programs, made available by the Company to the
Company’s employees generally, in accordance with the eligibility and participation provisions
of such plans and as such plans or programs may be in effect from time to time; provided,
however, fhat the Executive shall aol be endtled to a duplication of benefits or payments
provided to the Executive pursnant to this Agreemet,

4.2 Reimbursement of Business Expenses. The Company shall reimburse the Executive
for all reasonable buginess expenses that the Fxecutive incurs during the Period of Employment
in conneetion with carrying owt the Executive’s duties for the Company, subject to the
Company’s expense reimbursement policies (including submission of any docomrentation of such
expenses required by such policies) in effect from time 1o #me and provided thal in all evenis
any such reimbursement shali be made not later than the end of the ealendar year following the
year in which the related expense was incrured.

4.3 Vacations and Other Leave. During the Period of Employment, the Executive shall
accrue and be entitled to take paid vacation in accordance with the Comparny”s vacation policies
in effect from time to time. The Executive shall also be entiiled to all other holiday and leave pay
generalty avallable to other executives of the Company,

5. Termination.

5.1 Termination by the Company. The Exccutive’s employment by the Company, and the
Pertod of Bimployment, may be terminared at any time by the Company: (i) with Cause (as
defined in Section 5.5), or (i) with no less than thirty (30) days advance notice to the Exceutive,
without Cause, or (il} in the evenl of the Executive™s death (which shall oecur automatically
upon such death), or {iv) in the event that the Board determines in good faith that the Fxecntive
has a Disability {as defined in Section 5.5).

5.2 Termination by the Executive, The Executive’s employment by the Company, and the
Period of Employment, may be terminated by the Executive with no less than sixty (60) days
advance notice to the Company; provided, however, that in the case of a termination for Good
Reason, the Executive may provide immediafe written notice upon the Company failing to cure
the event that constitates Good Reason after the lixecutive has provided the Company writien
notice of the event constituting Good Reason and st least a thirty (30)-day petiod to cure.
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53 Bunefits Upon Termination. T the Executive®s emplovment by the Company is
terminatad during the Period of Employment for any reason by the Company or by the
Executtve, or upon of following the expiration of the Period of Employment (in any case, the
date that the Executive’s employment by the Company terminates is referred to herein 2s the
“Severance Date™), the Company shall have no further abligation to make or provide to the
Executive, and the Fxecutive shall have no further right to receive or obtain from the Company,
any payments or benefits sxcept as follows:

(a) Tiwe Cornpany shall pay the Executive (or, in the event of his death, the Bxecutives
¢state) any Accrued Obligations (as defined in Section 5.5);

(b) If, during ihe Period of Employment, the Executive’s employment with the
Company terminates as a result of an Involontary Termination {as defined in Section 3.5), and
subject to the Executive signing, delivering end not revoking @ general release as set forth in
Section 5.4, the Cempany shall provide the following severance benefits to the Execwiva:

(i) The Company shall pay the Executive (in addition to the Accrued Obligations) an
amount equal o 100%0 of the Execurive’s Base Salary at the annuel rate in effect on the
Severance Date. Subjeet to Section 24.2, the Company shall pay such amount to the Executive
in twelve (12) equal monthly instaliments, less tax withholdings and other muthorized
deductions, over a period of twelve (12) consecutive moiths, with the first insiallment payable
in the month following the month it which the Executive’s Separation from Service {as such
tern ia defined in Section 5.33 occurs.

(ii} The Company shall pay to Exceutive a pre rata portion of the Incentive Bonuys that
Execntive wonid have been entitied o receive had he remained employed through the end of the
fizcal vear in which he was terminated in accordance with (e terms of Section 3.2 above (the
“Pro Rata Bonus™). The Pro Rata Bonus will be caiculated in the same manner and paid at the
same time that the Incentive Bonus would have besn paid in accordance with Section 3.2 above,
provided, however, that the Pre Rata Bonus shal| be determined by muliiplying the Incentive
Bonus that would have been paid to the Executive by a fraclion in which he numeraior is the
number of days thar Executive was actively employed by the Company durmg the applicable
Lscal yeur and the denominator is 365.

(i1i) The Compuny shall pay the cost of the Executive’s preminms charged to continue
medical coverage pursuant to the Consolidated Cmmnibus Budget Reconciliation Act
(“COBEA™), at the same or reasonably equivalent medical coverage for Executive (and, if
applicable, Exccutive's eligible dependents) as in effect hnmediately prior to the Severance
Date, for a petiod commencing on the Severance Date and ending on the earlier to ocour of
{A} the date the Executive becomes eligible for medical coverage with another employer and
{B} the 12-month armiversary of the Scverance Date. To the cxtent that the pavment of any
COBRA premitms pursuant to this Section 3.3(b)ii) are taxable to Executive, uny payment due
10 Executive pursuant to this section shall be paid to the Executive on or before the last day of
the Cxecutive’s taxable vear following the taxable vear in which the related expense was
incurred. The Executive’s right to payment of such premiums is not subject to liguidation or
exchange for another benefit and the amount of such benefits that the Executive receives in one
taxable year shall not affeet the amount of snch benefits that the Executive raccives in any other
tuxable year.




CONFIDENTILAL

(iv} As to each then-outstanding equity award then held by the Executive that vests
based solely on the Fxccutive™s contitued service with the Company, the Execulive shall vest in
any portion of such award in which the Executive would have vested thereunder if the
Executive’s enmployment with ihe Company had continued for tweive (12) months after the date
of such termination. As to each then-nutstanding equily award held by the Executive that is
subjeed Lo performance-based vesting requirements, the vesting of such award will continue to
be governed by its terms, provided that for purposes of any service-based vesting requirement
under such award, the Executive’s employmenl with the Company will be deemed to have
continued for twelve (12) months after the date of such termination.

(v} In the event that Executive’s employment with the Company terminates as a result
of an Involuntary Termination within twelve (123 inonths following a Change of Control, the
Company shall, in addition to the amounts in (i) and (ii) of this Scction 3.3(b}, (A) pay the
Executive an amount equal 10 a pro-rated portion of the Executive’s target Incentive Bonus for
the fiscal year in which the termination oceurs (such payment to be made, subject to
Section 24.2 and less tax withholdings and cther autherized deductions, In a ump sum in the
mosith following the month in which the Executive’s Separation from Service ocowrs); and
(B) the Executive shall fully vest in any unvested shares subject to any option, restricted stock,
restricted stock unit or any other form of equity award granted by the Company to the Executive
fand all future awards shall include vesting acceleration provisions consistent with this
Section 3.3(b)(v).

For purposes of clarity, in the event the Executive's employment terminates upon the
expiration of the Period of Employment, the Executive’s oulslanding options shall continue io be
governed in accordance with their terms (including, without limitation, the terms applicable to a
termination of the Executive’s employinent),

Notwithstanding the foregoing provisions of this Section 3.3, if the Execntive materially
breaches his obligations under the Confidentiality Agteement and/or Section 7 ar B of this
Agreemeni at any time, from and after the date of such breach, (x} the Executive will no longer
be entitled to, and the Company will no longer be obligated 1o puy, any remaining unpaid portion
of any benefits provided in Section 3.3(k), and {¥) the Executive will no longer be entiiled o,
and the Company will no lenger be abligated to make available to the Execntive or the
Executive’s spouse or dependents any group health, life er other similar insurance plans or any
payment in respect of such plans; provided, however, that if the Executive provides the relense
contemplated by Section 5.4, the Executive shall only be eatitled to 55,000, which amount the
pariies agree is good and adequate consideration, in and of itself, for the Exceutive’s release
contemplated by Saction 5.4.

The foregoing provisions of this Section 5.3 shall not affeci: (i) the Executive’s receipt of
benefits otherwise due terminated emplayees under group insurance coverage consistent. with the
terrns of the applicable Company welfare benefit plan; (i) the Executive’s rights under COBRA
to continue participation in medical, dertal, hospitalization and life insurance coverage; or
({#ii) the Executives receipt of benefits otherwise due in accordence with the terms of the
Company’s 401(k) plan (if any}. In no event shall the Company’s obligations 1o the Executive
exceed the sum of the Accrued Obligaiions, the benefits provided in Section 3.3(), if applicable,
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and the benefits contemplated by (his paragraph, regardless of the manner of the Executive’s
termination.

5.4 Beleascs; Exclasive Remedy,

(a) This Section 5.4 shall apply notwithgtanding aything else contained in this
Agresment or any sfock option, restricted stock or other equity-based award agreement o the
contrary, As a condition precedent to any Company obligadon to the Excentive pursuant to
Section 5.3(b) or any obligation to accelerate vesting of any equity-based award in connection
with the termination of the Executive’s employment (including with respect to the Option), the
Fxecutive shall, upon or within tweniy-one (213 days following his last day of employment with
the Company, provide the Company with a valid, executed general ielease agreement in a foum
attached hereto as Exhibii C (with such changes as may be reasonably required to such form 1o
belp ensure its enforceability in light of any chinges in applicable law) , und such reiease
agrzement shall have not been revoked by the Executive pursuant to any revocation rights
afforded by applicable law. The Company shall have no obligation to make any payment to the
Executive pursuant to Section 5.3(b) (or otherwise accelerste the vesting of any equity-based
award in the circumstances as otherwise ceniemplated by the applicable award agreethent) unless
and umtil the release agreement contemplated by this Secton 5.4 becomes itrevocable by the
Executive in accordance with all applicable laws, niles and regolations.

{b) The Exceutive agrees that the gencral release agreement described in Section 5.4(n)
will require that the Executive acknowledge, as a condition to the payment of any benefits under
Section 5.3(h), as applcable, that the payments comemplated by Section 5,3 (and any applicable
aceeleration of vesting of an equity-based award in accordance with the terms of such award in,
connection with the termination of the Executive’s employment) shall constitule the exclusive
and sole remedy for any terminatinn of his employment, and the FExecutive will be required to
covengnl, vs 4 condition o receiving any such paynent (and any such accelerated vesting), not to
assert or pursue any other remedies, at law or in aquity, with respeet to his employment or the
termination of hiz employmeni. The Company and Executive acknowladge and agree that there
is no duty of the Executive to mitigate damages under this Agreement. All amonnts paid fo the
Executive pursuant to Section 5.3 shall be paid without regard o whether the Execurive has
taken or takes actions o mitigatc damages.

3.5 Certain Defined Terms.
{a) As used herein, “Accrued Obligations™ means:
(i} Any Base Salary that had scerued but had not been paid (including accrued and
unpaid vacation time) on or betore the Severance Date; and

{il) Any reimbuorsement due to the Executive pursuant to Section 4.2 [or expenses
incurred by the Cxecutive on or before the Beverance Date.

(b} As used herein, “Caunse” shall mean, as reasonably determined by the Board
(excluding the Executive, if he is then a member of the Board), {i) any 4ct of personal dishonesty
taken by the Executive in connection with his responsibilities as an employee or director of the
Company which is imtended to result in substantial personal earickunent of the Executive or is
reasonably likely to result in material herm to the Company, (ii} the Executive’s conviction of a
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felony or any other crime which the Board reasonably believes bas had or will have a material
detrimental effect on the Company’s reputation or business, (i} a willful act by the Execuiive
which constitutes misconduct and is materially injurious to the Company, {iv) Execative’s
unsatisfactory performance of his duties hereunder pfter receiving written notice from the Board
and an cpportunity o cure sush performence deficiencies within 30 days of receiving such

natice, or (V) continued wiliful violations by the Exccutive of the Exceutive’s obligations to the
Company after there has been delivered o the Executive a written demand for performance from
the Company which describes the basis for the Company’s belief that the Executive has willfully
violated his obligations to the Company and ut least thirty (30) days following delivery of such
notice to cure auy suchk violations if such violation Is reasonably susceptible of cure,

(e) Asused herein, “Chenge of Control” shall mean (i} any merger or censolidation of
the Company in which the stockholders of the Company immediately prior to the transaction do
not own more than fifty percent (30%} of the ouistanding voting power of the Company (or its
successor) immediately after such transaction, (il) the sale of 21l or substantially all of the assets
of the Company, or {iii) any person or relsted group of persons (other than the Company or a
petson that ditectly or indirectly controls, is controlied by, of is under conumon contral with, the
Company) directly or indirectly acqnires benzficial ovmership (within the meaning of Rule 13d-3
of the Securities Exchange Act 0f 1934, as amended) of scourities possessing more than fifty
pereent (50%) of the total combined voling power of the Company’s omstanding securitics
pursuant to a tender or exchenge offer made directly to the Company’s stockholders.

(d} As used herein, “Disability™ shall mean a physical or mental impairment which, as
determined it good faith by the Board, renders the Executive unable ta perform the essential
functions of his employment with the Company, taking into consideralion any reasimable
accommodation that does not impose an undue hardship on the Company, for more than 120
days in any twelve (12)-month period, unfess a longer period is required by federal or state iaw,
in which casge that longer period would apply,

(e} As used herein, “Good Reason” shall mean the occurrence of, without Executive’s
express written consent, a material reduction of the Executive’s duties, position or
responsibilities relative to the Execuiive’s duties, position or responsibilitics in effect
immediately prior to such reduction or a material breach of this Agreement by the Company.

() As uzsed herein, “Tovoluntary Termination” shall mean a termination of the
Exceulive’s employment by the Company withoul Cause or a resignation by the Bxecutive for
Good Reason within sixty days of the ocourrence of the event constituting Good Reason (and
after giving effect to the notice and cure periods provided under Section 5.2,

{£) As used herein, a “Separation from Service™ oceurs when the Exccurive dies,
retires, or otherwise has a termination of employment with the Company that constitates
“separation from serviec™ within the meaning of Treasury Regulation Section 1.409A-1(h)(13,
without regard io the optional alternative definftions available thereander.

5.6 Notice of Termination. Any termination of the Executive’s employment under this
Aoreement shall be comnnmicated by written notice of termination from the terminating party to
the other party, The potice of terminaiion shall ndicate the specific prowsmu(s} of this
Agreerent relied upon in effecting the termination.
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5.7 Limitativn oo Benefiis,

{(2) Nolwithstamding snything contgined in s Agreement W the contrary, o Lhe extent
that the payments and benefits provided under this Agreement and beneffis provided to, or for
the benefit of, the Executive undst any other Company plan or agreemsnt (such payments or
benefits are collectively referred to as the “Benefits™) would be subject to the cxcise tax (the
“Excige Tax™) imposed undar Section 4959 of the Cods, the Batefitg shall be reduced (but not
below zero) if and to the extent that 4 reduction in the Benafits would result in the Executive
retaining a larger amount, on an after-tax basis (taking inte account federal, state and local
income taxes and the Excise Tax), than if the Exeentive received all of the Benefits (such
reduced amount if referred to hereinatter as the “Limited Benefit Amount™. Unless the
Exceutive ghall have given prior writicn notice (to the extent such a notice does not result in any
tax liability under Section 409A of the Code) specifving a different order to the Company to
effectuate the Limited Benefit Amount, the Company shall reduce or eliminate the Benefits by
first reducing or eliminating those payments or henefits which are not payahle in cash and then
by raducing or eliminating cash payments, in each case in reverse order beginning with paymenls
or henefits which are ta be paid the farthest in time from the Determination {as hereinafier
delined). Any noljice piven by the Execulive pursuanl (o the preceding senience shall 1ake
precedence over the provisions of any other plan, arrangement or agreement governing the
Executive’s rights and entitlements te any beneflis or compensation.

(b} A determnination as t0 whether the Benefits shall be reduced io the Limited Benefit
Amount pursuant to this Agreement and the smount of such Limited Benefit Amount shall be
made by the Compaty”s indapendsot public accountants or another certified public accounting
firma of nationsl reputation designated by the Company (the “Accounting Firm™) at the
Company’'s expense. Tha Acconmting Firm shall provide its determination (the “Determination™),
together with detailed supporting caiculations and docwmentation to the Company and the
Executive within five [5) days of the date of termination of the Hxecutive’s employment, if
applicable, or such other time as requested by the Company or the Exceutive (provided the
Executive reasonably believes that any of the Benefits muay be subject to the Excise Tax), and if
the Accounting Firm determines that no Cxeise Tax is payable by the Lxecutive with respect o
any Benefits, it shall furnish the Executive with an apinion reasonably accepiable to the
Exzecutive that ne Excise Tax will be imposad with respect to any such Benefits. Tnless the
Execotive provides wiitten notice to the Company within ten (10} days af the delivery of the
Deternrination io the Execulive that he disputes such Determination, the Detertninalion shall be
binding, final and eonclusive upon the Company and the Executive. '

6. Proprietary Information and Confidentiality Agreement. The Executive has executed and
delivered the Proprietary Information apd Contidentiality Agreement attached hereto as Exhibit
D {the “Confidentiality Agreement™), and shail comply with its terms.

7. Confidentiality. The [xecutive shall not st any time {whether during or after the Execntive’s
emplayment with the Company), direetly or indirectly, other than in the course of the
Execuiive's dulies hereunder, dizclose or make available to any person, firm, corporation,
association or other enrity for any reason or purpose whatsoever, any Confidential Tnformation
(as defined in the Confidentiality Agreement). The Executive agrees thal, upun lermination of
the Executive's emplovment with the Company, all Confidential Information in the Executive’s
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pussession Unal Is in wrilken, diglial or in clher langible form (logether with all copics or
duplicates thereof, including any computer or electronically siored files, including but not limited
o emails, power point presentations, PDF documents, excel spread sheets and other documents)
shall be returnad to the Company and shall not be retined by the Executive or furnished to any
third party, in any form; provided, however, that the Executive shall noet be ebligated to treat as
confidential, or retirn te the Company copies of any Confidential Information that (a) was
publicly known at the time of disclosure to the Executive, (b) becomes publicly knowa or
available thereafter oiher than by any means in vielafion of this Agreement or any other duty
owed to the Company by eny person or entity, or (¢) is lawfully disclosed to the Execntive by a

third party. :

8. Anti-Solicitation,

8.1 Business Relationships, Thaing the Period of Employmient and for a period of one
{1) year thereafter, the Executive shall not, direcily or indirectly, individually or as a consultant
Ly, or as an employes, oflicer, slockholder, direclor ot olher owner or participant in aiy business,
use or disclose the Company’s confidential or proprietary information to influence or atiempt to
influence customers, vendors, suppliers, joint vertures, associates, consultants, egents, or
partners of the Company or any of its affiliates (collectively, the “Company Group™), to divert
theit business away from the Company Group, to any individual, partnership, firm, corporation
or other entity then in competition with the business of any entity within the Company Group,
and he will not otherwise nsc or disclose the Company’s confidential or proprietary information
to materially interfere with auy business relationship of any entity within the Company Group.

.2 Employees and Consultants, Dyring the Period of Employment and for a petied of one
{1} vear thereafter, the Executive shall not, directly or indirectly, individually or as a consultant
to, or as an employee, officer, stockholder, diregior or other owner of or perticipant {n any
business, salicit {or assist in soliciting) any person who is then, or at any time within six
(6} months prior thereto, an employee or consultant of an entity within the Company Group who
earned annuzlly $25,000 or more as an employee or consultant o such entity during the last six
{(6) months of his or her ovwn employment to work for (as an emploves, consultant or otherwise)
any hasiness. individual, partrership, firm, corporation, or other entity whether or not engaged in
competitive business with any entity in the Company Group.

9. Withholding Taxes. Notwithstanding anything elsc herein to the contrary, the Company may
withhold (or cause there to be withheld, as the case may be} from any amounts otherwise due or
payable under or pursuant to this Agreement sizch federal, state and loca] income, employment,
o other taxes as may be required to be withheld pursuant to any applicable law or regulation.

10, Litigation/Audit Cooperation. Following the termination of the Executive’s employmeni
with the Company for any reason, the Lixecutive shall reasonably cooperate with the Company in
connection with (a) any intcrnal or povernmental invostigation or administrative, regulatory,
arbitral or judicial proceeding involving any member of the Company Group with respect to
matters relating to the Executive’s employment with o1 service as a member of the board of
directors of any member of the Company Group (collectively, “Titigation™) or (h) any andit of
the financial staternents ofuny member of the Company Group with respect to the period of
Executive’s emplovment with the Compeny (*Audit™). The Executive acknowledges that such
cooperation may include, but shall not be limited to, the Exaculive making himself available

Il
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the Company Group (er their respective altorneys or auditors) upon reasongble notice for:
{i) interviews, factual investigations, and providing declarations or affidavits that provide truthfiul
information in connection with any Litigation or Audit; (if) appearing at the request of any
member of the Company Group to give testimony withowt regaiving service of & subpoena or
other legal process; (ifi) volunieering to any member of the Company Group pertinent
information relaied to any Litigation or Audit; (iv) providing information and legal
represeniations to the auditors of any member ot the Company Group in a form and within a
timeframe requested by the Board, with respecet to the financial statements for the period in
which the Executive was emploved by the Company; and (v) trning over fo the Company
Crroup any documents relevant fo any Litigation or Audit that are or may come into the
Executive's possession. The Compaty Group shall relmburse the Fxecutive for reasonzble travel
expenses incwrred in connection with providing the services under this Section 10, including
Indging and meals, upon the Executive's submission of receipts.

11. Assignment. This Agreement is personal in ifs nature and neither of the parties hereto shall, !
without the consent of the other, assign or transfer this Apreement or any rights or ablipations :
hereunder; provided, however, thai in the event of a merger, consolidation, or transfer or sale of
all or substantially all of the assets of the Company with or to any other individual{s} or entity, i
this Agreement shall, snbject to the provisions hereof, be birxling wpon and inure to the benefit of P
such successor and sueh successor shall discharge and perform all the promises, covenants,
duties, and obligations of the Comparny hereunder.

12. Number and Gender. Where the context requires, the singular shall include the plural, the
plurat shall mehude the singular, and any gender shall include all other genders.

13. Section Headings. The section headings of, and titles of paragraphs and sobparagraphs
contained in, this Agreement are for the purpose of convenience only, and they neither form =
part of this Agreement nor are they to be ussd in the constiuction or imterpretation thereof, i

14. Governing Law. This Apresment, and all questions relating to its validity, interpretation,
performance and enforcement, as well as the legal relafions hereby created between the parties
hereto, shali be governed by and construed under, and interpreted and enforeed in accordance
with, the laws ot the State of California, notwithstanding any California or other contlict of law
provision to the contrary.

15. Severability. If any provision of this Agreement or the application thereof is held invalid, the
invalidily shall nod alfect oither provisions or applications of this Apreement which can be piven i
effect without the invalid provisions or applications and to this end the provisions of this :
Agreement are declared to be severable.

16. Entire Agreement. This Agreement, together with the Confidentiality Agreement, the
Indemmification Agreement and all award agreemenis related fo equity awards grantad to the
Exceutive by the Company, cmbodics the entire agreement of the partics hereto respecting the P
matters within its scope. This Agrecment supersedes all prior and contermpotaneous agreemetits i
of the parties hereto that direcily or indirectly bears upon the subject matter hercof from and aftor ;
the Effective Date. Any prior nepotiations, carrespondcnce, agreements, proposals or
understandings relating to the subject matter hereof shail be be merged into this Agreement, and
0 the extent inennsistent herewith, such negotiatinns, correspondence, agreements, proposals, or
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understandings shall be deemied to be of no force or effect. There are no representafions,
warranties, or agreements, whether express or implied, or oral or weitten, with respect to the
ubject matter hereof, cxcept as expressly set forth herein,

17, Modifieations. This Agreement may not be amended, modified or changed (in whole or in
part), except by a formal, definitive written agreement expressly referring to this Agreement,
which agresment is execured by both of the pardes herero.

18. Waiver. Ncither the failure nor any dslay on the part of & party to exercise sy right, remedy,
porwer or privilege under this Agreement shall operate as a waiver thereof, nor shall any single or
pantial exercise of any right, remedy, power or privilege preclude any other or further excrcise of
the same o of any right, remedy, power or privilepe, nor shall any waiver of any righs, remedy,
power of privilege with tespect to any ocomrence be construed as a waiver of such tight, remedy,
power or privilege with respect to any ather oceurrence, No waiver shall he effective unless it is
In wriling and is signed by the party asserted to have ganted such waiver,

19. Arbitration. Any coniroversy atising out of or relating 1o the Execulive’s empleyment
{whether or not before or after the expiration of the Period of Employment), any termination of
the Executive’s employraent, this Apreement, the Confidentiality Agreement, any corrently in
effect equity award agreements between Fxecutive and the Company, the Indemmification
Agreement, the enforcement or interpretation of any of such agreements, or becauvsa of an
alleged breach, default, or misrepresentation in connection with any of the provisiens of any such
agreement, inciuding (without limitation) any state or federal statutory ¢laims, shall be subraitted
to arbitration in Alameda County, California, before a sole arbitrator selected from Judicial
Arbitration and Mediation Services, Inc. or its successor (“TANMS™}, or if JAMS iz no longer able
lo supply the arbitrator, such arbitrator shall be sclected from the American Arbitration
Asgsocigtion; provided, however, that provisional injunctive relief may, but need not, be sought in
a court of law while arbitration proceedings are pending, and any provisional infunetive relicf
granted by such court shall remain effective until the matter is (inally detetmined by the
arbitrator. The arbitration shall be admintstered by JAMS pursuant to its Comprehensive
Arhitration Rules and Procedures. Tudgment on the award may be entered in any court having
Jurisdiclion.
The parties acknowledge and agree ihat they are hereby waiving any rights to trial by jury in
any action, proceeding or counterclaim brought by either of the parties against the other in
connection with any matter whatsoever arising out ef or in any way commected with any of tha ;
matters referenced in the first sentence of the first parapgraph of this Section 19.

The partica agree that the Company shall be responsible for payment of the forum costs of
any arbitration herennder, including the arbitrator’s fze. Lhe parfies forther agree thal in any
proceeding with respect to such matters, the prevailing party will be cntitled to recover its
reasonable attorney’s fees and costs from the nom-prevailing party (other than forum costs
associated with the arbitraiion which in aty event shall be paid by the Company).

Without limiting the remedies available to the parties and notwithstanding the forzgoing
provisions of this Section 19, the Executive and the Company acknowledge that any breach of
any of the covenants or provisions contained in Secticn 7 or 8 of this Agreement or in the
Confidentiality Agreement could result in ivreparable injury to either of the parties hereto for
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which there might be o adequate remedy at law, and that, in the event of such a breach or threat
thereof, the non-breaching party shall be entitled to seek a temporary restraining order and/or a
preliminary injunciion and a pcrmanent injunciion resiraining {he other party hereto from
engaging in eny activities prohibited by any covenant or provision in Section 7 or 8 of this
Agreement of in the Confidentiality Agreement or soch other equitable relief’ a3 may be required
to cnforec specificaily any of such covenants or provisions,

20. Insurance. The Company shall have the right at 1ts own cost and expense o apply for and to
secure 1n its own name, or otherwise, Kie, health or secident insurance or uny or all of them
covering the Executive, and the Execulive agrees to submit to any usnal and customary medical
examination and ctherwise cooperate with the Company in eonnection with the procurement of
any such insurance and any claims thereunder.

21. Notices.

21.1 All notices, vequests, demands, consents and other communications required or
permiited wnder this Agreetnent shall be in writing and shall be desmed to have been duly given
and made if (i) delivered by hand, {ii) otherwise delivered against receipt therefor, or (i) sent by
registered or certified mail, postage prepaid, ratirn receipt requested. Any anch notice, request,
demand, consent or other communication by the Board shall be made based on o resolution duly
adopted by the Boerd {or an authorized committee thereof) and made to the Executive by the
then serving Chairman of the Board or any other person authorized by the Board (or such
committea) o make such eommunication. Any notice shall be duly addressed 1o the parties as
follows:

{a) Iftc the Compary:

Exer Corporgtion

48720 Kato Road
Fremont, CA 94538
Aitm: Board of Directors

With a copy to:

Exar Corporation
48720 Kaio Road
Fremont, CA 94538
Attn: Law Department

{b) IT e the Execulive, lo the address most recenily on file in he payroll records of the
Company.

21.2 Any party may alter the address o which communications or copies are to be sent by
giving notice of such change of sddress in conformity with the provisions of this Section 21 for
tha piving of noiice. Any communication shall be eftective when delivered by hand, when
otherwise delivered against reecipt therefor, or five (3) business days aftcr being mailed in
agcordance with the foregoing.

22. Cesnierparts. This Agreement may be executed in any number of counatparts, each which
ghall be deemed an original as against any party whose sipnature appesrs thereon, and all of
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which together shall constitge one and the same instrument. This Agreemeni shall becoine
binding when one or more counterparts hereof, individually or taken together, shall bear the
gignafiwes of all of the parties reflectad herson as the signatories. Photogrephic copies of such
signed connterpartz may be used in liew of the originals for any purposc.

23, Legal Counsel; Mutnal Drafting. Fach party recognizes that this is a legally hinding
coutract and acknowledges and agrees thal they have had the uppottunily o comsull with legsl
counsel of their choice. Each party has sooperated in the drafting, negotiation and preparation of
this Agreement. Hence, in any consiruction to be made of this Agreerent, the same shall not be
construed against elither party on the hasis of that party being the drafter of such lanpuage. The
Executive agrees and acknowledges that he has read and understands this Agreement, is eniering
into it freely and voluntarily, and has been advised to seck connscl prior to entering into this
Agreemerit ard tas had ample opportunity to do so. The partes agrea and acknowledge that

O helveny & Myers LLP represents the Company {and nat the Executive) in connection with
this Agreement.

24, Code Section 4094

24.1 [i 1s intended that any amounis payeble under this Agreement snd the Comparry’s and
the Executive’s exercise of authority or discretion hereunder shall comply with Section 4084 of i
the Code (including the Treasury regulations and other published guidance relating thereto) :
{"Code Section 409A™) s0 as not to subject the Executive to payment of any interest or additional
tax imposed under Code Section 409A. To the exient that any amount payable under this
Agreement would trigger the additional tax imposed by Code Section 4094, the Agresmoeni shall
be construed and interpreted in a manner 1o avold such additional tax yet preserve (to the nearest
extent reasonably possible) the intended benefit payable to the Executive.

24.2 Notwithstanding any provision of this Agreement to the conteary, if the Executive is 4
“specified eraployes™ within the meaning of Treaswy Regulation Section 1.409A-1(1} as of the
date of the Executive’s Beparation from Service, to the extent any payment under Section 5.3(b}
is deemed to be deterred compensation within the meaning of Section 409A of the Code thal is
pavable as a result of a Separation from Service, then the Exeputive shall not be entitled to any
pavment or benefit pursuant to Section 5.3(b) until the earlier of (i) the date which is six
{6) months aficr Exceulive’s Soparation from Service for any reason other than death, or (1i) the
date of the Executive’s death, Any amounts otherwise payable to the Execotive upon or in the six
(6) month period following the Executive’s Separation from Service that are not so paid by
reason of this Section 24.2 shall be paid (without interesf) as soon as ywacticable (and in all
events within thirty (30) days) after the date that is six (6) months after the Execntive’s
Separation from Service (or, if earlier, as soon as practicablz, and in all events within thirty
{30} days, aller the date of (he Executive’s deeth), The provisions of this Section 24.2 shali only
apply if, and to the extent, required to avoid the impurtation of any tax, penalty or interest
pursuant to Section 409A of the Code.

24.3 To the extent that any benefits pursuant to Section 5.3(b)ii} or reimbursements
pursuant to Section 3.6 or Section 4.2 are taxable to the Executive, any reimbursement payment
duc 1o the Excoutive pursuant to any such provision shall be paid to the Executive on or before
the last day of the Executive’s taxable year following the taxable yeat in which the related
expense was ingurred. The benefits and reimbursements pursuant to such provisions arc not
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subject to liquidation or exchange for another benefit and the amount of such benefits anid
reimburserments that the Executive receives in one taxable vear shall not affect the anount of
such benefits or reimbursements that the Executive receives in any other taxable year.

[Signature Page Follows)

:
;
k
I
I
i
|
i
:
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IN WITNESS WHEREOQF, the Company and the Executive have executed this
Agreemenl as of the date first written above.

“COMPANY™

Exar Corporation.
a Delavare corporation

By:
Name: Louis DiNardo
Title: President and CEO

“EXECUTIVE™

Ryan A, Benton
Chief Financial Officer
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Exhibit A

SoloPower, Inc.
Synapsense Corporation
Intraop Medical Corporation




EXHIBIT B

[Indernification Agraement]|
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EXHIBIT C

[Form of Releasz Agresment]
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EXHIBIT D

[Confidentiality Agreement}



Exhibit 3.4

EXAR CORPORATION
2006 EQUITY INCENTIVE PLAN
DIRECTOR NONQUALIFIED STOCK OPTION AGREEMENT

THIS DIRECTOR NONQUALIFIED STOCK OPTION AGREEMENT (this “Option Agreement”) dated

by and between EXAR CORPORATION, a Delaware corporation (the “Corporation”), and

(the “Director”) evidences the nonqualified stock option (the “Option”’) granted by the Corporation to the
Director as to the number of shares of the Corporation’s Common Stock first set forth below.

Number of Shares of Common Stock:' Award Date:
[Exercise Price per Share:! Expiration Date: 1.2

Vestingl’2 [Subject to Section 1.2 of the Terms and Conditions of Director Nonqualified Stock Option (the
“Terms”) attached to this Option Agreement, the Option shall become vested upon the earlier to occur of (i) the
fourth anniversary of the Award Date or (ii) the annual meeting of the Corporation’s stockholders that occurs
in the fourth year following such Award Date.]

The Option is granted under the Exar Corporation 2006 Equity Incentive Plan (the “Plan”) and subject to the Terms attached to this
Option Agreement (incorporated herein by this reference) and to the Plan. The Option has been granted to the Director in addition to, and not
in lieu of, any other form of compensation otherwise payable or to be paid to the Director. Capitalized terms are defined in the Plan if not
defined herein. The parties agree to the terms of the Option set forth herein. The Director acknowledges receipt of a copy of the Terms, the
Plan and the Prospectus for the Plan.

“DIRECTOR” EXAR CORPORATION
a Delaware corporation
By:
Signature Print Name:
Title:
Print Name
CONSENT OF SPOUSE

In consideration of the Corporation’s execution of this Option Agreement, the undersigned spouse of the Director agrees to be
bound by all of the terms and provisions hereof and of the Plan.

Signature of Spouse Date

1 Subject to adjustment under Section 7.1 of the Plan.

2 Subject to early termination under Section 4 of the Terms and Section 7.2 of the Plan.




TERMS AND CONDITIONS OF DIRECTOR NONQUALIFIED STOCK OPTION

1. Vesting; Limits on Exercise; Incentive Stock Option Status.

1.1 Vesting in General. Subject to Section 1.2 below, the Option shall vest and become exercisable in percentage installments of
the aggregate number of shares subject to the Option as set forth on the cover page of this Option Agreement. The Option may be exercised
only to the extent the Option is vested and exercisable.

1.2 Change in Control Event. Notwithstanding any other provision to the contrary contained herein or in the Plan, (i) upon the
occurrence of a Change in Control Event (as defined in Exhibit A attached hereto), the portion of the Option, and the portion of any other
stock option previously granted by the Corporation to the Director, that is outstanding and unvested immediately prior to the Change in
Control Event shall accelerate and become fully vested and exercisable as of (or, as may be necessary to effectuate the purposes of this
acceleration, immediately prior to) the date of the Change in Control Event; and (ii) if a Business Combination (as defined in Exhibit A
hereto) that does not constitute a Change in Control Event occurs and, as a result of such Business Combination, the Director does not
continue as a member of the Board (or as a member of the board of directors of the successor or resulting entity) immediately following such
Business Combination (because he is removed or not re-elected to the Board, or resigns from the Board at the request of the Corporation or
the holders of a majority of the Outstanding Company Voting Securities (as defined in Exhibit A hereto)), the portion of the Option, and the
portion of any other outstanding stock option previously granted by the Corporation to the Director (each, a “Prior Option”), that is
outstanding and unvested immediately prior to such Business Combination shall accelerate and be vested and exercisable as of (or, as may be
necessary to effectuate the purposes of this acceleration, immediately prior to) the date of such Business Combination with respect to (x) one
hundred percent (100%) of such portion if the Director has served on the Board for at least five (5) years as of the date of such Business
Combination, and (y) fifty percent (50%) of such portion if the Director has served on the Board for less than five (5) years as of the date of
such Business Combination (and the portion of the Option that remains unvested after giving effect to this clause (y) shall terminate as
provided in Section 4.2 or similar provision of any option agreement applicable to a Prior Option). This Section 1.2 amends each option
agreement evidencing a Prior Option to effect the accelerated vesting of the Prior Option in the circumstances contemplated hereby. The other
terms and conditions of such other option agreements continue in effect as to the Prior Options.

1.3 Limits on Exercise; Incentive Stock Option Status. The following limits shall apply with respect to the Option:
@® Cumulative Exercisability. To the extent that the Option is vested and exercisable, the Director has the right to exercise the
Option (to the extent not previously exercised), and such right shall continue, until the expiration or earlier termination of the

Option.

@® No Fractional Shares. Fractional share interests shall be disregarded, but may be cumulated.

® Nongqualified Stock Option. The Option is a nonqualified stock option and is not, and shall not be, an incentive stock option
within the meaning of Section 422 of the Code.




2. Continuance of Service Required; No Service Commitment.

The vesting schedule requires continued service through each applicable vesting date as a condition to the vesting of the applicable
installment of the Option and the rights and benefits under this Option Agreement. Service for only a portion of the vesting period, even if a
substantial portion, will not entitle the Director to any proportionate vesting or avoid or mitigate a termination of rights and benefits upon or
following a termination of services as provided in Section 4 below or under the Plan. Nothing contained in this Option Agreement or the Plan
constitutes a continued service commitment by the Corporation or interferes with the right of the Corporation to increase or decrease the
compensation of the Director from the rate in existence at any time.

3. Method of Exercise of Option.

The Option shall be exercisable by the delivery to the Secretary of the Corporation (or such other person as the Administrator may
require pursuant to such administrative exercise procedures as the Administrator may implement from time to time) of:

@ a written notice stating the number of shares of Common Stock to be purchased pursuant to the Option or by the completion of
such other administrative exercise procedures as the Administrator may require from time to time,

@® payment in full for the Exercise Price of the shares to be purchased in cash, check or by electronic funds transfer to the
Corporation, or (subject to compliance with all applicable laws, rules, regulations and listing requirements and further subject to
such rules as the Administrator may adopt as to any non-cash payment) in shares of Common Stock already owned by the
Director, valued at their Fair Market Value on the exercise date;

@ any written statements or agreements required pursuant to Section 8.1 of the Plan; and

@ satisfaction of the tax withholding provisions of Section 8.5 of the Plan.

The Administrator also may, but is not required to, authorize a non-cash payment alternative by notice and third party payment in such
manner as may be authorized by the Administrator, or, subject to such procedures as the Administrator may adopt, authorize a “cashless

exercise” with a third party who provides simultaneous financing for the purposes of (or who otherwise facilitates) the exercise of the Option.

4. Early Termination of Option.

4.1 Possible Termination of Option upon Change in Control. The Option is subject to termination in connection with certain
corporate transactions as provided in Section 7.2 of the Plan.




4.2 Termination of Option upon a Termination of Director’s Services. Subject to earlier termination on the Expiration Date
of the Option or pursuant to Section 4.1 above, if the Director ceases to be a member of the Board, the following rules shall apply (the last
day that the Director is a member of the Board, except as otherwise provided below, is referred to as the Director’s “Severance Date”):

@ other than as expressly provided below in this Section 4.2, (a) the Director will have until the date that is 3 months after his or
her Severance Date to exercise the Option (or portion thereof) to the extent that it was vested on the Severance Date, (b) the
Option, to the extent not vested on the Severance Date, shall terminate on the Severance Date, and (c) the Option, to the extent
exercisable for the 3-month period following the Severance Date and not exercised during such period, shall terminate at the
close of business on the last day of the 3-month period;

@ if the Director ceases to be a member of the Board due to the Director’s death or Total Disability, (a) the Director (or his
beneficiary or personal representative, as the case may be) will have until the date that is 12 months after the Director’s
Severance Date to exercise the Option, (b) the Option, to the extent not vested on the Severance Date, shall terminate on the
Severance Date, and (c) the Option, to the extent exercisable for the 12-month period following the Severance Date and not
exercised during such period, shall terminate at the close of business on the last day of the 12-month period.

For purposes of the Option, “Total Disability” means a “permanent and total disability” (within the meaning of Section 22(e)(3) of
the Code or as otherwise determined by the Administrator).

In all events the Option is subject to earlier termination on the Expiration Date of the Option or as contemplated by Section 4.1. A
termination of services will not have occurred until the last day that the Director either or both (1) is employed by and/or (2) renders services
to the Corporation or a Subsidiary. Pursuant to Section 6.1 of the Plan, if the Director is not an employee of the Corporation or a Subsidiary
or a member of the Board, the Administrator shall be the sole judge of whether the Director continues to render services for purposes of this
Option Agreement.

5. Non-Transferability.

The Option and any other rights of the Director under this Option Agreement or the Plan are nontransferable and exercisable only by
the Director, except as set forth in Section 5.7 of the Plan.

6. Notices.

Any notice to be given under the terms of this Option Agreement shall be in writing and addressed to the Corporation at its principal
office to the attention of the Secretary, and to the Director at the address last reflected on the Corporation’s payroll records, or at such other
address as either party may hereafter designate in writing to the other. Any such notice shall be delivered in person or shall be enclosed in a
properly sealed envelope addressed as aforesaid, registered or certified, and deposited (postage and registry or certification fee prepaid) in a
post office or branch post office regularly maintained by the United States Government. Any such notice shall be given only when received,
but if the Director is no longer a member of the Board, shall be deemed to have been duly given five business days after the date mailed in
accordance with the foregoing provisions of this Section 6.




7. Plan.

The Option and all rights of the Director under this Option Agreement are subject to the terms and conditions of the Plan,
incorporated herein by this reference. The Director agrees to be bound by the terms of the Plan and this Option Agreement (including these
Terms). The Director acknowledges having read and understanding the Plan, the Prospectus for the Plan, and this Option Agreement. Unless
otherwise expressly provided in other sections of this Option Agreement, provisions of the Plan that confer discretionary authority on the
Board or the Administrator do not and shall not be deemed to create any rights in the Director unless such rights are expressly set forth herein
or are otherwise in the sole discretion of the Board or the Administrator so conferred by appropriate action of the Board or the Administrator
under the Plan after the date hereof.

8. Entire Agreement.

This Option Agreement (including these Terms) and the Plan together constitute the entire agreement and supersede all prior
understandings and agreements, written or oral, of the parties hereto with respect to the subject matter hereof. The Plan and this Option
Agreement may be amended pursuant to Section 8.6 of the Plan. Such amendment must be in writing and signed by the Corporation. The
Corporation may, however, unilaterally waive any provision hereof in writing to the extent such waiver does not adversely affect the interests
of the Director hereunder, but no such waiver shall operate as or be construed to be a subsequent waiver of the same provision or a waiver of
any other provision hereof.

9. Governing Law.

This Option Agreement shall be governed by and construed and enforced in accordance with the laws of the State of Delaware
without regard to conflict of law principles thereunder.

10. Effect of this Agreement.

Subject to the Corporation’s right to terminate the Option pursuant to Section 7.2 of the Plan, this Option Agreement shall be
assumed by, be binding upon and inure to the benefit of any successor or successors to the Corporation.

11. Counterparts.

This Option Agreement may be executed simultaneously in any number of counterparts, each of which shall be deemed an original
but all of which together shall constitute one and the same instrument.




12. Section Headings.

The section headings of this Option Agreement are for convenience of reference only and shall not be deemed to alter or affect any
provision hereof.




EXHIBIT A

DEFINITION OF CHANGE IN CONTROL EVENT

For purposes of this Option Agreement, “Change in Control Event” means the occurrence of any of the following after the Effective Date:

(a)

(b)

©

(d)

The acquisition by any individual, entity or group (within the meaning of Section 13(d)(3) or 14(d)(2) of the Exchange Act (a
“Person”)) of beneficial ownership (within the meaning of Rule 13d-3 promulgated under the Exchange Act) of more than 30%
of either (1) the then-outstanding shares of Common Stock (the “Outstanding Company Common Stock”) or (2) the
combined voting power of the then-outstanding voting securities of the Corporation entitled to vote generally in the election of
directors (the “Outstanding Company Voting Securities”); provided, however, that, for purposes of this clause (a), the
following acquisitions shall not constitute a Change in Control Event; (A) any acquisition directly from the Corporation, (B) any
acquisition by the Corporation, (C) any acquisition by any employee benefit plan (or related trust) sponsored or maintained by
the Corporation or any affiliate of the Corporation or a successor, (D) any acquisition by any entity pursuant to a transaction that
complies with clauses (c)(1), (2) and (3) below, and (E) any acquisition by a Person who owned more than 30% of either the
Outstanding Company Common Stock or the Outstanding Company Voting Securities as of the Effective Date or an affiliate of
any such Person;

A change in the Board or its members such that individuals who, as of the later of the Effective Date or the date that is two years
prior to such change (the later of such two dates is referred to as the “Measurement Date”), constitute the Board (the
“Incumbent Board”) cease for any reason to constitute at least a majority of the Board; provided, however, that any individual
becoming a director subsequent to the Measurement Date whose election, or nomination for election by the Corporation’s
stockholders, was approved by a vote of at least two-thirds of the directors then comprising the Incumbent Board (including for
these purposes, the new members whose election or nomination was so approved, without counting the member and his
predecessor twice) shall be considered as though such individual were a member of the Incumbent Board, but excluding, for
this purpose, any such individual whose initial assumption of office occurs as a result of an actual or threatened election contest
with respect to the election or removal of directors or other actual or threatened solicitation of proxies or consents by or on
behalf of a Person other than the Board;

Consummation of a reorganization, merger, statutory share exchange or consolidation or similar corporate transaction involving
the Corporation or any of its Subsidiaries, a sale or other disposition of all or substantially all of the assets of the Corporation,
or the acquisition of assets or stock of another entity by the Corporation or any of its Subsidiaries (each, a “Business
Combination”), in each case unless, following such Business Combination, (1) all or substantially all of the individuals and
entities that were the beneficial owners of the Outstanding Company Common Stock and the Outstanding Company Voting
Securities immediately prior to such Business Combination beneficially own, directly or indirectly, more than 50% of the then-
outstanding shares of common stock and the combined voting power of the then-outstanding voting securities entitled to vote
generally in the election of directors, as the case may be, of the entity resulting from such Business Combination (including,
without limitation, an entity that, as a result of such transaction, owns the Corporation or all or substantially all of the
Corporation's assets directly or through one or more subsidiaries (a “Parent”)) in substantially the same proportions as their
ownership immediately prior to such Business Combination of the Outstanding Company Common Stock and the Outstanding
Company Voting Securities, as the case may be, (2) no Person (excluding any entity resulting from such Business Combination
or a Parent or any employee benefit plan (or related trust) of the Corporation or such entity resulting from such Business
Combination or Parent) beneficially owns, directly or indirectly, more than 30% of, respectively, the then-outstanding shares of
common stock of the entity resulting from such Business Combination or the combined voting power of the then-outstanding
voting securities of such entity, except to the extent that the ownership in excess of 30% existed prior to the Business
Combination, and (3) at least a majority of the members of the board of directors or trustees of the entity resulting from such
Business Combination or a Parent were members of the Incumbent Board (determined pursuant to clause (b) above using the
date that is the later of the Effective Date or the date that is two years prior to the Business Combination as the Measurement
Date) at the time of the execution of the initial agreement or of the action of the Board providing for such Business
Combination; or

Approval by the stockholders of the Corporation of a complete liquidation or dissolution of the Corporation other than in the
context of a transaction that does not constitute a Change in Control Event under clause (c) above.



Exhibit 3.5

EXAR CORPORATION
2006 EQUITY INCENTIVE PLAN
DIRECTOR RESTRICTED STOCK UNIT AWARD AGREEMENT

THIS DIRECTOR RESTRICTED STOCK UNIT AWARD AGREEMENT (this “Agreement”) is dated as of
[ ] by and between Exar Corporation, a Delaware corporation (the “Corporation”), and [ ] (the
“Director”).

WITNESSETH

WHEREAS, pursuant to the Exar Corporation 2006 Equity Incentive Plan (the “Plan”), the Corporation has granted to the Director
effective as of the date hereof (the “Award Date”), a credit of restricted stock units under the Plan (the “Award”), upon the terms and
conditions set forth herein and in the Plan.

NOW THEREFORE, in consideration of services rendered and to be rendered by the Director, and the mutual promises made
herein and the mutual benefits to be derived therefrom, the parties agree as follows:

1. Defined Terms. Capitalized terms used herein and not otherwise defined herein shall have the meaning assigned to such terms
in the Plan.

2. Grant. Subject to the terms of this Agreement, the Corporation hereby grants to the Director an Award with respect to an
aggregate of [ ] stock units (subject to adjustment as provided in Section 7.1 of the Plan) (the “Stock Units”). As used herein, the term
“stock unit” shall mean a non-voting unit of measurement which is deemed for bookkeeping purposes to be equivalent to one outstanding
share of the Corporation’s Common Stock (subject to adjustment as provided in Section 7.1 of the Plan) solely for purposes of the Plan and
this Agreement. The Stock Units shall be used solely as a device for the determination of the payment to eventually be made to the Director if
such Stock Units vest pursuant to Section 3. The Stock Units shall not be treated as property or as a trust fund of any kind.

3. Vesting.

(a) Vesting in General. [Subject to Sections 3(b) and 8 below, the Award shall vest and become nonforfeitable upon the
earlier to occur of (i) the fourth anniversary of the Award Date or (ii) the annual meeting of the Corporation’s stockholders that occurs in the
fourth year following such Award Date.]

(b) Change in Control Event. Notwithstanding any other provision to the contrary contained herein or in the Plan, (i)
upon the occurrence of a Change in Control Event (as defined in Exhibit A attached hereto), the portion of the Award, and the portion of any
other award of stock units previously granted by the Corporation to the Director, that is outstanding and unvested immediately prior to the
Change in Control Event shall accelerate and become fully vested and nonforfeitable as of (or, as may be necessary to effectuate the purposes
of this acceleration, immediately prior to) the date of the Change in Control Event; and (ii) if a Business Combination (as defined in Exhibit A
hereto) that does not constitute a Change in Control Event occurs and, as a result of such Business Combination, the Director does not
continue as a member of the Board (or as a member of the board of directors of the successor or resulting entity) immediately following such
Business Combination (because he is removed or not re-elected to the Board, or resigns from the Board at the request of the Corporation or
the holders of a majority of the Outstanding Company Voting Securities (as defined in Exhibit A hereto)), the portion of the Award, and the
portion of any other outstanding award of stock units previously granted by the Corporation to the Director (each, a “Prior Award”), that is
outstanding and unvested immediately prior to such Business Combination shall accelerate and be vested and nonforfeitable as of (or, as may
be necessary to effectuate the purposes of this acceleration, immediately prior to) the date of such Business Combination with respect to (x)
one hundred percent (100%) of such portion if the Director has served on the Board for at least five (5) years as of the date of such Business
Combination, and (y) fifty percent (50%) of such portion if the Director has served on the Board for less than five (5) years as of the date of
such Business Combination (and the portion of the Award that remains unvested after giving effect to this clause (y) shall terminate as
provided in Section 8 or similar provision of any award agreement applicable to a Prior Award). This Section 3(b) amends each award
agreement evidencing a Prior Award to effect the accelerated vesting of the Prior Award in the circumstances contemplated hereby. The other
terms and conditions of such other award agreements continue in effect as to the Prior Awards.).




4. Continuance of Services. The vesting schedule requires continued service through each applicable vesting date as a condition
to the vesting of the applicable installment of the Award and the rights and benefits under this Agreement. Partial service, even if substantial,
during any vesting period will not entitle the Director to any proportionate vesting or avoid or mitigate a termination of rights and benefits
upon or following a termination of services as provided in Section 8 below or under the Plan. Nothing contained in this Agreement or the
Plan constitutes a continued service commitment by the Corporation or interferes with the right of the Corporation to increase or decrease the
compensation of the Director from the rate in existence at any time.

5. Dividend and Voting Rights.

(a Limitations on Rights Associated with Units. The Director shall have no rights as a stockholder of the
Corporation, no dividend rights (except as expressly provided in Section 5(b) with respect to Dividend Equivalent Rights) and no voting
rights, with respect to the Stock Units and any shares of Common Stock underlying or issuable in respect of such Stock Units until such
shares of Common Stock are actually issued to and held of record by the Director. No adjustments will be made for dividends or other rights
of a holder for which the record date is prior to the date of issuance of the stock certificate.

(b) Dividend Equivalent Rights. As of any date that the Corporation pays an ordinary cash dividend on its
Common Stock, the Corporation shall credit the Director with an additional number of Stock Units equal to (i) the per share cash dividend
paid by the Corporation on its Common Stock on such date, multiplied by (ii) the total number of Stock Units (including any dividend
equivalents previously credited hereunder) (with such total number adjusted pursuant to Section 7.1 of the Plan) subject to the Award as of
the related dividend payment record date, divided by (iii) the fair market value of a share of Common Stock on the date of payment of such
dividend. Any Stock Units credited pursuant to the foregoing provisions of this Section 5(b) shall be subject to the same vesting, payment
and other terms, conditions and restrictions as the original Stock Units to which they relate. No crediting of Stock Units shall be made
pursuant to this Section 5(b) with respect to any Stock Units which, as of such record date, have either been paid pursuant to Section 7 or
terminated pursuant to Section 8.




6. Restrictions on Transfer. Neither the Award, nor any interest therein or amount or shares payable in respect thereof may be
sold, assigned, transferred, pledged or otherwise disposed of, alienated or encumbered, either voluntarily or involuntarily. The transfer
restrictions in the preceding sentence shall not apply to (a) transfers to the Corporation, or (b) transfers by will or the laws of descent and
distribution.

7. Timing and Manner of Payment of Stock Units. On or as soon as administratively practical following vesting of the Award
pursuant to Section 3 or Section 7 of the Plan (and in all events not later than two and one-half months after the applicable vesting date), the
Corporation shall deliver to the Director a number of shares of Common Stock (either by delivering one or more certificates for such shares
or by entering such shares in book entry form, as determined by the Corporation in its discretion) equal to the number of Stock Units subject
to this Award that vest on the applicable vesting date, unless such Stock Units terminate prior to the given vesting date pursuant to Section 8.
The Corporation’s obligation to deliver shares of Common Stock or otherwise make payment with respect to vested Stock Units is subject to
the condition precedent that the Director or other person entitled under the Plan to receive any shares with respect to the vested Stock Units
deliver to the Corporation any representations or other documents or assurances required pursuant to Section 8.1 of the Plan. The Director
shall have no further rights with respect to any Stock Units that are paid or that terminate pursuant to Section 8.

8. Effect of Termination of Service. The Director’s Stock Units shall terminate to the extent such units have not become vested
prior to the first date the Director is no longer a member of the Board, regardless of the reason for the termination of the Director’s service as
Board member (whether voluntarily or involuntarily, including a termination due to death or disability). If any unvested Stock Units are
terminated hereunder, such Stock Units shall automatically terminate and be cancelled as of the applicable termination date without payment of
any consideration by the Corporation and without any other action by the Director, or the Director’s beneficiary or personal representative, as
the case may be.

9. Adjustments Upon Specified Events. Upon the occurrence of certain events relating to the Corporation’s stock contemplated
by Section 7.1 of the Plan (including, without limitation, an extraordinary cash dividend on such stock), the Administrator shall make
adjustments if appropriate in the number of Stock Units then outstanding and the number and kind of securities that may be issued in respect
of the Award. No such adjustment shall be made with respect to any ordinary cash dividend for which Dividend Equivalent Rights may be
credited pursuant to Section 5(b).

10. Tax Withholding. Subject to Section 8.1 of the Plan, upon any distribution of shares of Common Stock in respect of the
Stock Units, the Corporation shall automatically reduce the number of shares to be delivered by (or otherwise reacquire) the appropriate
number of whole shares, valued at their then fair market value (with the “fair market value” of such shares determined in accordance with the
applicable provisions of the Plan), to satisfy any withholding obligations of the Corporation with respect to such distribution of shares at the
minimum applicable withholding rates. In the event that the Corporation cannot legally satisfy such withholding obligations by such reduction
of shares, or in the event of a cash payment or any other withholding event in respect of the Stock Units, the Corporation shall be entitled to
require a cash payment by or on behalf of the Director and/or to deduct from other compensation payable to the Director any sums required
by federal, state or local tax law to be withheld with respect to such distribution or payment.




11. Notices. Any notice to be given under the terms of this Agreement shall be in writing and addressed to the Corporation at its
principal office to the attention of the Secretary, and to the Director at the Director’s last address reflected on the Corporation’s records, or at
such other address as either party may hereafter designate in writing to the other. Any such notice shall be given only when received, but if
the Director is no longer a member of the Board, shall be deemed to have been duly given by the Corporation when enclosed in a properly
sealed envelope addressed as aforesaid, registered or certified, and deposited (postage and registry or certification fee prepaid) in a post office
or branch post office regularly maintained by the United States Government.

12. Plan. The Award and all rights of the Director under this Agreement are subject to, and the Director agrees to be bound by, all
of the terms and conditions of the provisions of the Plan, incorporated herein by reference. In the event of a conflict or inconsistency between
the terms and conditions of this Agreement and of the Plan, the terms and conditions of the Plan shall govern. The Director agrees to be
bound by the terms of the Plan and this Agreement. The Director acknowledges having read and understanding the Plan, the Prospectus for
the Plan, and this Agreement. Unless otherwise expressly provided in other sections of this Agreement, provisions of the Plan that confer
discretionary authority on the Administrator do not (and shall not be deemed to) create any rights in the Director unless such rights are
expressly set forth herein or are otherwise in the sole discretion of the Administrator so conferred by appropriate action of the Administrator
under the Plan after the date hereof.

13. Entire Agreement. This Agreement and the Plan together constitute the entire agreement and supersede all prior
understandings and agreements, written or oral, of the parties hereto with respect to the subject matter hereof. The Plan and this Agreement
may be amended pursuant to Section 8.6 of the Plan. Such amendment must be in writing and signed by the Corporation. The Corporation
may, however, unilaterally waive any provision hereof in writing to the extent such waiver does not adversely affect the interests of the
Director hereunder, but no such waiver shall operate as or be construed to be a subsequent waiver of the same provision or a waiver of any
other provision hereof.

14. Limitation on Director’s Rights. Participation in the Plan confers no rights or interests other than as herein provided. This
Agreement creates only a contractual obligation on the part of the Corporation as to amounts payable and shall not be construed as creating a
trust. Neither the Plan nor any underlying program, in and of itself, has any assets. The Director shall have only the rights of a general
unsecured creditor of the Corporation with respect to amounts credited and benefits payable, if any, with respect to the Stock Units, and rights
no greater than the right to receive the Common Stock as a general unsecured creditor with respect to Stock Units, as and when payable
hereunder.




15. Counterparts. This Agreement may be executed simultaneously in any number of counterparts, each of which shall be
deemed an original but all of which together shall constitute one and the same instrument.

16. Section Headings. The section headings of this Agreement are for convenience of reference only and shall not be deemed to
alter or affect any provision hereof.

17. Governing Law. This Agreement shall be governed by and construed and enforced in accordance with the laws of the State
of Delaware without regard to conflict of law principles thereunder.

18. Construction. It is intended that the terms of the Award will not result in the imposition of any tax liability pursuant to
Section 409A of the Code. This Agreement shall be construed and interpreted consistent with that intent.

[Remainder of page intentionally left blank]




IN WITNESS WHEREOF, the Corporation has caused this Agreement to be executed on its behalf by a duly authorized
officer and the Director has hereunto set his or her hand as of the date and year first above written.

EXAR CORPORATION, DIRECTOR
a Delaware corporation

By:

Signature
Print Name:

Its:

Print Name




CONSENT OF SPOUSE

In consideration of the execution of the foregoing Director Restricted Stock Unit Award Agreement by Exar Corporation,
L , the spouse of the Director therein named, do hereby join with my spouse in executing the foregoing
Director Restricted Stock Unit Award Agreement and do hereby agree to be bound by all of the terms and provisions thereof and of the Plan.

Dated:

Signature of Spouse

Print Name




EXHIBIT A

DEFINITION OF CHANGE IN CONTROL EVENT

For purposes of this Agreement, “Change in Control Event” means the occurrence of any of the following after the Effective Date:

(a)

(b)

©

The acquisition by any individual, entity or group (within the meaning of Section 13(d)(3) or 14(d)(2) of the Exchange Act (a
“Person”)) of beneficial ownership (within the meaning of Rule 13d-3 promulgated under the Exchange Act) of more than 30%
of either (1) the then-outstanding shares of Common Stock (the “Outstanding Company Common Stock”) or (2) the
combined voting power of the then-outstanding voting securities of the Corporation entitled to vote generally in the election of
directors (the “Outstanding Company Voting Securities”); provided, however, that, for purposes of this clause (a), the
following acquisitions shall not constitute a Change in Control Event; (A) any acquisition directly from the Corporation, (B) any
acquisition by the Corporation, (C) any acquisition by any employee benefit plan (or related trust) sponsored or maintained by
the Corporation or any affiliate of the Corporation or a successor, (D) any acquisition by any entity pursuant to a transaction that
complies with clauses (c)(1), (2) and (3) below, and (E) any acquisition by a Person who owned more than 30% of either the
Outstanding Company Common Stock or the Outstanding Company Voting Securities as of the Effective Date or an affiliate of
any such Person;

A change in the Board or its members such that individuals who, as of the later of the Effective Date or the date that is two years
prior to such change (the later of such two dates is referred to as the “Measurement Date”), constitute the Board (the
“Incumbent Board”) cease for any reason to constitute at least a majority of the Board; provided, however, that any individual
becoming a director subsequent to the Measurement Date whose election, or nomination for election by the Corporation’s
stockholders, was approved by a vote of at least two-thirds of the directors then comprising the Incumbent Board (including for
these purposes, the new members whose election or nomination was so approved, without counting the member and his
predecessor twice) shall be considered as though such individual were a member of the Incumbent Board, but excluding, for
this purpose, any such individual whose initial assumption of office occurs as a result of an actual or threatened election contest
with respect to the election or removal of directors or other actual or threatened solicitation of proxies or consents by or on
behalf of a Person other than the Board;

Consummation of a reorganization, merger, statutory share exchange or consolidation or similar corporate transaction involving
the Corporation or any of its Subsidiaries, a sale or other disposition of all or substantially all of the assets of the Corporation,
or the acquisition of assets or stock of another entity by the Corporation or any of its Subsidiaries (each, a “Business
Combination”), in each case unless, following such Business Combination, (1) all or substantially all of the individuals and
entities that were the beneficial owners of the Outstanding Company Common Stock and the Outstanding Company Voting
Securities immediately prior to such Business Combination beneficially own, directly or indirectly, more than 50% of the then-
outstanding shares of common stock and the combined voting power of the then-outstanding voting securities entitled to vote
generally in the election of directors, as the case may be, of the entity resulting from such Business Combination (including,
without limitation, an entity that, as a result of such transaction, owns the Corporation or all or substantially all of the
Corporation's assets directly or through one or more subsidiaries (a “Parent”)) in substantially the same proportions as their
ownership immediately prior to such Business Combination of the Outstanding Company Common Stock and the Outstanding
Company Voting Securities, as the case may be, (2) no Person (excluding any entity resulting from such Business Combination
or a Parent or any employee benefit plan (or related trust) of the Corporation or such entity resulting from such Business
Combination or Parent) beneficially owns, directly or indirectly, more than 30% of, respectively, the then-outstanding shares of
common stock of the entity resulting from such Business Combination or the combined voting power of the then-outstanding
voting securities of such entity, except to the extent that the ownership in excess of 30% existed prior to the Business
Combination, and (3) at least a majority of the members of the board of directors or trustees of the entity resulting from such
Business Combination or a Parent were members of the Incumbent Board (determined pursuant to clause (b) above using the
date that is the later of the Effective Date or the date that is two years prior to the Business Combination as the Measurement
Date) at the time of the execution of the initial agreement or of the action of the Board providing for such Business
Combination; or




(d) Approval by the stockholders of the Corporation of a complete liquidation or dissolution of the Corporation other than in the
context of a transaction that does not constitute a Change in Control Event under clause (c) above.



EXHIBIT 31.1

PRINCIPAL EXECUTIVE OFFICER CERTIFICATION

I, Louis DiNardo, certify that:
1. Thave reviewed this quarterly report on Form 10-Q of Exar Corporation;

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

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

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

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

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

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

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

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

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

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

Date: November 7, 2013

/s/ Louis DiNardo

Louis DiNardo

Chief Executive Officer, President and Director
(Principal Executive Officer)




EXHIBIT 31.2
PRINCIPAL FINANCIAL OFFICER CERTIFICATION
I, Ryan A. Benton, certify that:
1. Thave reviewed this quarterly report on Form 10-Q of Exar Corporation;

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

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

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

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

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

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

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

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

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

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

Date: November 7, 2013

/s/ Ryan A. Benton

Ryan A. Benton

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




Exhibit 32.1

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

I, Louis DiNardo, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
that the Quarterly Report of Exar Corporation on Form 10-Q for the period ended September 29, 2013 fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, and that the information contained in such Quarterly Report on Form 10-Q
fairly presents in all material respects the financial condition and results of operations of Exar Corporation.

Date: November 7, 2013

/s/ Louis DiNardo

Louis DiNardo

Chief Executive Officer, President and Director
(Principal Executive Officer)




Exhibit 32.2

CERTIFICATION 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

I, Ryan A. Benton, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
that the Quarterly Report of Exar Corporation on Form 10-Q for the period ended September 29, 2013 fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, and that the information contained in such Quarterly Report on Form 10-Q
fairly presents in all material respects the financial condition and results of operations of Exar Corporation.

Date: November 7, 2013

/s/ Ryan A. Benton

Ryan A. Benton

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




