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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K

SANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
FOR THE FISCAL YEAR ENDED JANUARY 1, 2012

OR
£ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 000-22671
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Delaware 77-0188504
(State or other jurisdiction of (I.R.S. Employer
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1277 Orleans Drive
Sunnyvale, CA 94089
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Securities registered pursuant to Section 12(thefAct:

Title of Each Class Name of Exchange on which Registered
Common Stock, $0.001 par value The NASDAQ Stock Market LLC

Securities registered pursuant to Section 12(ghefAct:None
(Title of Class)

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405e0B#turities Act.
Yes o No X

Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 ort®ecl5(d) of the Exchange Act.
Yes o No X

Indicate by check mark whether the registrant € filed all reports required to be filed by Sewsti8 or 15(d) of the Securities Exchange Act of4Ll88ring the preceding
12 months (or for such shorter period that thestegit was required to file such reports), anch@ been subject to such filing requirements ferphst 90 days. Yes No o

Indicate by check mark whether the registrant libsrstted electronically and posted on its corpok&b site, if any, every Interactive Data File rieed to be submitted ar
posted pursuant to Rule 405 of Regulation S-T (8435 of this chapter) during the preceding 12 msifor for such shorter period that the registveas required to submit and
post such files). Yesx No o

Indicate by check mark if disclosure of delinqufiiers pursuant to item 405 of Regulation S-K it nontained herein, and will not be containedhi lbest of registrant's
knowledge, in definitive proxy or information statents incorporated by reference in Part IIl of fhism 10-K or any amendment to this Form 10-&.

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, aaccelerated filer, or a smaller reporting compa&@se definitions of “large
accelerated filer,” “accelerated filer” and “smalteporting company” in Rule 12b-2 of the Excharge. (Check one):

Large accelerated fileo Accelerated filerx
Non-accelerated filero (Do not check if a smaller reporting company)Smaller Reporting Company

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exde Act).
Yes o No x
The aggregate market value of voting stock helddy-affiliates of the registrant as of July 3, 201fie Registrant's most recently completed sefisndl quarter, was
$138,377,754 based upon the last sales price ezgpfot such date on the Nasdaq Global Market. Egpgses of this disclosure, shares of common gietk by persons who hold
more than 5% of the outstanding shares of comnmokstnd shares held by executive officers and tirs®f the registrant have been excluded in thelh persons may be
deemed to be affiliates. This determination ismextessarily conclusive.

At March 5, 2012, the Registrant had 38,659,88%eshaf common stock outstanding.
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FORWARD-LOOKING STATEMENT

This Annual Report on Form 10-K, including the mifation contained in "Management's Discussion andlysis of Financial
Condition and Results of Operations", as well dsrimation contained in “Risk Factors” in Item 1A drlsewhere in this Annual Report on
Form 1(-K, contains “forward-looking statements” withinglhmeaning of Section 27A of the Securities Ac988knd Section 21E of the
Securities Exchange Act of 1934. We intend thaetifierward-looking statements be subject to the Bafbors created by those provisions.
Forward-looking statements are generally written in thieifa tense and/or are preceded by words such al,"Winay,” “should,”

“forecast,” “could,” “expect,” “suggest,” “believe,” “anticipate,” “intend,” “plan,” or other similar words. Forward-looking statements
include statements regarding (1) our revenue levetduding the commercial success of our Custo@pacific Standard Products, or CSSPs,
and new products, (2) the conversion of our desjgportunities into revenue, (3) our liquidity, @)r gross profit and breakeven revenue
level and factors that affect gross profit and tineakeven revenue level, (5) our level of operatirgenses, (6) our research and development
efforts, (7) our partners and suppliers and (8)ustly trends.

”ou LI ” ”ou LI

The forward-looking statements contained in thisdal Report involve a number of risks and uncetteg) many of which are
outside of our control. Factors that could causéuatresults to differ materially from projectedstdts include, but are not limited to, risks
associated with (i) the conversion of CSSP desfgpordunities into revenue, (ii) the commercial aadhnical success of our CSSPs and new
products such as ArcticLir®, ArcticLink I, ArcticLink Ill, PolarPro®, and PolarPro Il and our successful introductioihpooducts and CSSPs
incorporating emerging technologies or standardi§), the adverse affects of the slow recovery fitbm recent worldwide economic downturn,
(iv) the liquidity required to support our futur@erating and capital requirements, (v) our abilityaccurately estimate quarterly revenue,
(vi) our dependence on our relationship with Tovegzl Semiconductor Ltd., or TowerJazz, and (vii)dependence upon single suppliers to
fabricate and assemble our products. Although wiebe that the assumptions underlying the forv-looking statements contained in this
Annual Report are reasonable, any of the assumpttonld be inaccurate, and therefore there candagsurance that such statements wil
accurate. The risks, uncertainties and assumptiefesred to above that could cause our resultsitiedmaterially from the results expressed
or implied by such forward-looking statements igdubut are not limited to, those discussed unideheading “Risk Factors” in Part |,

Item 1A hereto and the risks, uncertainties andiagsions discussed from time to time in our othédig filings and public announcemen
All forward-looking statements included in this document @®ehkl on information available to us as of the deereof. In light of the
significant uncertainties inherent in the forwalkabking statements included herein, the inclusibsuzh information should not be regardec
a representation by us or any other person thatr#selts or conditions described in such statementsur objectives and plans will be
achieved. Furthermore, past performance in operatiand share price is not necessarily indicativeutire performance. We disclaim any
intention or obligation to update or revise anyvi@rd-looking statements, whether as a result of imé@rmation, future events or otherwise.
PART |
ITEM 1. BUSINESS

Overview

QuickLogic Corporation was founded in 1988 andceeiporated in Delaware in 1999. We develop and etddw power
customizable semiconductor solutions that enaldéocuers to add new features, extend battery lifd,improve the visual experience with
their mobile, consumer and enterprise productsa¥éea fabless semiconductor company that desigakets, and supports primarily
Customer Specific Standard Products, or CSSPs sasdndarily, Field Programmable Gate Arrays, dBRP, associated design software and
programming hardware. Our CSSPs are customizecdteathictor solutions created from our new solutitatfprms including ArcticLinK I,
ArcticLink 11, ArcticLink, PolarPro’Il, PolarPro, and Eclipse Il (all of which fall mbur new product category); our mature produathiate
primarily pASIC®3, QuickRAM®and QuickPClI, as well as royalty revenue, programgnhiardware and design software.

CSSPs are complete, customer-specific solutiortdrniblude a unique combination of our silicon smlntplatforms, proven system
blocks, or PSBs, custom logic, software driversl @nsome cases, firmware, and application softwalleof our solution platforms are
standard silicon products and must be programmée &ffective in a system. Our PSBs range fronlleaial property, or IP, which improv
multimedia content, such as our Visual Enhancergegtne, or VEE, and Display Power Optimizer, or DR©IP which implements
commonly used mobile system interfaces, such asr8&igital Input Output, or SDIO, Universal Serls 2.0 On-Th&so, or USB 2.0 OTC
and Mobile Display Digital Interface, or MDDI, t® Ithat accelerates sideloading speeds in mobileeewVe provide complete solutions by
first architecting the solution jointly with our stomer's engineering group, selecting the apprpsialution platform and PSBs, providing
custom logic, integrating the logic, programming tlevice with the PSBs and/or firmware, providio§ware drivers or application software
required for the customer's application, and pigiing with the customer on-site during integratieerification and testing.
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We pioneered and introduced CSSPs in the firsttguaf 2007. CSSPs are developed for specific pa@gesitive applications that
have differentiated features in terms of IP, imgelht data processing or connectivity requiremedts. customers value our ability to provide a
range of CSSPs from a single platform design bgnparating different features in the programmahleric of our solution platforms.
Customers value the expertise we bring to desigrC@SP to optimize for power and performance within customers' constraints. Custon
also value the flexibility of programmable fabrecaddress specific hardware-based product requiresmBy providing customized solutions
for our customers, we increase their ability to tribe time-to-market and time-in-market pressussoeiated with their markets.

The majority of our CSSP solution platforms and oilver product offerings, are based on our patevitedink * metal-to-metal
programmable technology. ViaLink provides flexieleergy efficient devices and solutions that deltherhigh performance, high reliability,
security and instant-on features that our custowedrse.

We offer a range of CSSPs built on our ArcticLimlk ArcticLink I, ArcticLink, PolarPro Il, PolarRy, and Eclipse Il solution platfor
families. During 2009, our engineering teams depetbmultiple CSSPs using the PolarPro Il platfoomtfie 3G USB modem segment that
entered into production during the fourth quarte2@09 which made up for a significant percentafyeur revenue during 2010 and 2011.

During 2011, we announced our third generationteniplatform, ArcticLink Il VX, embedding our VEIBPO technologies.
ArcticLink 11l VX combines mixed signal physicalylars, and a hard-wired logicon one device. Mixgghal capability supports the trend
toward highspeed serial connectivity in mobile applicationkeve designers benefit from lower pin counts, sifiepl printed circuit boards, ¢
PCBs, layout, simplified PCB interconnect and rextlsignal noise. Adding hard-wired intellectualgedy enables us to deliver more logic
per die area at the most power-efficient levela small form factor package.

We have changed our manufacturing strategies taceethe cost of our silicon solution platforms bt@akle their use in high volume,
mass customization products. Our PolarPro Il arldrPoo solution platforms include an innovativeitogell architecture, which enables us to
deliver twice the programmable logic in the sameesize. Our ArcticLink Il and ArcticLink solutionlgtforms combine mixed signal physical
layers and hard-wired logic alongside programmédddeic. Our ArcticLink Il solution platform is maractured on an advanced process node
where we can benefit from smaller die sizes. Wéecslly implement sophisticated logic blocks and etsignal functions in hard-wired logic
because it is very cost effective and energy effitiArcticLink Il and ArcticLink combine cost efféve physical layers and hard-wired logic
with the flexibility, time-to-market and time-in-rmeet advantages of programmable logic. We haveldped small form factor packages,
which are less expensive to manufacture and incutigler pin counts. Reduced pin counts resulbuvel costs associated with our customer's
printed circuit board space and routing. Our aptlit sell programmed die as CSSPs greatly redusesasts, allowing us to participate in high
volume opportunities. In addition, we have dranmaljcreduced the time we require to program antldes devices, which has reduced our
costs and lowered the capital equipment requirgtdgram and test our devices. We expect to coatiauinvest in silicon solution platforms
and manufacturing technologies which make us dfestteve for high volume applications.

In addition to working directly with our customevrge partner with other companies that are experteitain technologies to develop
additional intellectual property, reference platfisrand system software to provide application smist We also work with mobile processor
manufacturers and companies that supply storag@priéng or graphics components for embedded systdine depth of these relationships
varies depending on the partner and the dynamitiseofnd market being targeted, but is typicaltpanarketing relationship that includes jc
account calls, promotional activities and/or engiiteg collaboration and developments, such aseréer designs.

Our business is in transition. In addition to cofitp in the semiconductor market, two other fastaffect our future growth: an
expected increase in revenue should our CSSPfrpteve successful and an expected decline imrev&om mature products. CSSP
revenue is included in our new product revenue. [Wevducts contributed 25% of total revenue, asaofidry 1, 2012 . In order to maintain or
grow our revenue from its current level, we areatefent upon increased revenue from our existingymts, especially CSSPs utilizing our
ArcticLink Ill, ArcticLink 11, ArcticLink, and PolaPro II, and PolarPro solution platforms, and teeelopment and marketing of additional
new products and solutions.
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Available Information

Our corporate headquarters are located at 127 a@¥IBrive, Sunnyvale, California 94089. We candaehed at (408) 990-4000, and
our website addresswewvw.quicklogic.com Our common stock trades on the Nasdaq Global &tankder the symbol “QUIK”. Our annual
reports on Form 10-K, quarterly reports on Form@,Gzurrent reports on Form 8-K and amendmentsch seports are available, free of
charge, on our website home page as soon as rédgpnacticable after we electronically file suclaterials with, or furnish them to, the
Securities and Exchange Commission, or SEC. Cafids materials filed by the Company with the SE€ also available at the Public
Reference Room at 100 F Street, N.E., Washingta@,,20549. Information regarding the operatiothef Public Reference Room is available
by calling the SEC at 1-800-SEC-0330. Reports, ypamd information statements and other informatégarding issues that we file
electronically with the SEC are also available lven EC's website atww.sec.gov

Industry Background

Consumer Electronic, or CE, products are a strang/tp market for semiconductor products, and thedseof this market bring a
unique set of requirements. One important trertthi;mmarket is toward mobile, handheld devices wiiteless capability. Important industry
trends affecting the large market for mobile desitelude the need for high bandwidth that enatblessame user experience consumers are
accustomed to on the personal computer, or PC,asialiternet browsing, social networking and stiegmideo, product miniaturization and
the need to increase battery life. Many of theselpet requirements were driven from the launchwialy publicized success of the Apple
iPhone and Apple iPad. While there continue todwiteonal deployments in the network operator isfracture that support the bandwidth
required for these use cases, there are demograpthigeographic specific product features thatestas infrastructure. These product features
put a burden on the designers and manufacturdésesé tmobile CE products as they try to tailor miétproducts with limited engineering
resources. Lastly, the fast pace at which the coestiaste for these features changes exacerbatésvielopment challenges and risk in
launching successful products to the marketplace.

Another important trend is shrinking product lifgctes. This drives a need for faster, lower risidurct development. There is intense
pressure on the bill of materials, or BOM, costhase devices, including per unit component castisren-recurring development costs. As
more people experience the advantages of a madfieiftyle at home, they demand the same advantagieir professional lives. Therefore,
believe that the trends toward mobile, handheldipets which have a PC-like user experience, sroath factor and maximize battery life will
be prominent in the computing, industrial, medexadl military markets. One such example is the tafridotebook and Laptop makers to cc
out with the new, smaller form factor Tablets.

These industry trends are shifting the demand anddferent classes of core silicon. The three n@ésses of non-memory core
silicon are:

. Application Specific Standard Products, or ASSRSSPs, other than processors, are fixed fund@rices designed to
address a relatively narrow set of applicationesehdevices typically integrate a number of compenipherals or functions
and the functionality of these devices is fixeptbd wafer fabrication;

. Programmable Logic Devices, or PLDs - PLDs ameayal purpose devices, which can be used by atyari electronic
systems manufacturers and are customized aftehgsedor a specific application. FPGAs are a sutisghiis category which
are typically used to implement complex system fioms; and

. Application Specific Integrated Circuits, or A - ASICs are custom devices designed and fabddatmeet the needs of
one specific application for one end-customer.@tmed ASICs, a sub-category of ASICs, provideritéd amount of
custom content to broaden the applicability of eickefor additional applications.

ASSPs are offered broadly to the market, so ihalenging for a system designer to create diffeaged products from these devices
alone. In many situations the available ASSPs nudydinectly implement the desired function and siistem designer is required to use a
combination of ASSPs to achieve the desired reguhie expense of increased cost, product siz@awer consumption. As standards evolve
or new standards are developed, ASSPs may notdiae to implement desired functions.

System designers can customize their products ysogrammable logic or ASICs. The competitive dyiabetween these classes of
core silicon are well understood. High developnrésks, development costs and opportunity costsraugred when using ASICs to produce
custom devices with very low unit production c&tppliers of programmable logic
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devices, which have lower development and mark&srand development costs relative to ASICs, hggeeasively reduced the unit cost of
their products over time, making programmable |atguices the solution of choice for custom productiess the volume is very high. These
cost reduction efforts have significantly increasieelvolume required to justify the total cost ofA&SIC.

The consumer market, especially the mobile deviagkat, is not well served by mainstream core silid@onsumer devices
incorporate complex, rapidly changing technologguire rapid product proliferation, and have sipooduct life and development cycles.
Therefore, most mobile designers design their petedistom a base platform, or reference design,igea/to them by the vendor of the
processor they have selected for their design.ifferentiate their products from their competitigdriginal Equipment Manufacturers, or
OEMs and Original Design Manufacturers, or ODMsynmegjuire some level of customization at eithertihedware or software level.
Designers have only a few viable options to motlify base platform for their needs. Since mobiléesgglesigners require very low power
consumption to maximize battery life in their applions, the high power consumption of FPGAs istnpatible with their design goals. This
effectively limits the average mobile system desigio ASSPs and small PLDs, creates a virtual Iphsling field among mobile system
designers, and makes product proliferation ancedifitiation extremely hard to achieve. ASICs wlithitt long development cycles, long lead
times and high non-recurring development costoahgused in very high volume mainstream consumedycts.

The traditional military and industrial markets avell served by existing core silicon. Much of thigrket uses complex ASSPs since
price, power and size are not particularly critidasign considerations. When there is a strong fegeticustom solution in high volume
applications, designers turn to an ASIC and, in fouwnedium volume applications, they use FPGAscklogic FPGAs have a loyal followir
in certain segments of these markets, particulargn instant-on, energy efficiency, high reliapilitr intellectual property security is
important. These markets are expected to folloypaal mature product trend, as compared with tleelipted growth in our CSSP business in
the consumer market.

Markets and Product Technology

We market CSSPs primarily to mobile device OEMs @mMs. CSSPs are complete solutions incorporatimgpacticLink Il and Il1
VX, ArcticLink Il CX, ArcticLink, PolarPro I, PolaPro, and Eclipse Il solution platforms, packagiR§Bs, custom logic, software drivers and
our architecture consulting. We partner with targettomers in our focus markets to architect arsibdeCSSPs and to integrate and test our
CSSPs in our customers' products. A CSSP is basedrgprogrammable technology, which enables cuigtdesigns, low power, flexibilit
rapid time-to-market, longer time-in-market and évotal cost of ownership. From a mobile systesigter's perspective, a CSSP's function
is known and complete, and can consequently bguediinto systems with a minimum amount of effod aisk. We are capable of providing
complete solutions because of our investment ireldging the low power PSBs and software requireichfdement specific functions. Becat
we are involved with our customers at the definitstage of their products, we are able to archgekttions that typically have more than one
PSB, absorbing more functionality traditionally ilmmented with multiple ASSPs. In cases where ouBRBas multiple PSBs, significant
system performance or battery life improvementslzarealized by enabling direct data transfers betwthe PSBs. In some cases, we develop
the PSBs and either software or firmware oursedwek in other cases, we utilize third parties teeftep the mixed signal physical layers, logic
and/or software.

We market CSSPs to OEMs and ODMs offering difféegatl mobile products. Our target mobile markettuide: Tablets,
Smartphones, Broadband Access Data cards, Secaes#\Data cards, and Mobile Enterprise.

Our new products are also being used in applicatiomur traditional markets, such as data comnatioias, instrumentation and test
and military-aerospace, where customers valuedtivgpbwer consumption, instant-on, IP security afglity and fast time-to-market of our
products.

The fact that we use our programmable technologysbomize these CSSPs provides two advantagesomeentional ASSPs that
are based on ASIC technology. Foremost is thetfattour CSSPs can be tailored for a specific costts requirements. Once we have
developed PSBs, it is easy to combine PSBs andeutiie remaining programmable logic to provideneue set of features to a mobile system
designer, or to add other functions to the CSS€&h ag Universal Asynchronous Receiver Transmitiet)ARTS, keyboard scanning functio
and Serial Peripheral Interface, or SPI ports, tvinignimizes system size and cost. We are ableveldpe these CSSPs from a common
solution platform, and partner with system desigrieimplement a range of solutions, or produtiat address different geographic and me
requirements. Finally, by using programmable tettupyinstead of ASIC technology, we reduce the tgwaent time, development risk and
total cost of ownership and are able to bring $ohstto market far quicker than other custom silietternatives.

Conventional FPGA technologies which are basedadtitional SRAM or flash technology are not welitsd to implementing CSSPs
for the mobile device market. These conventionagpmmable logic architectures consume more
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power, especially in standby mode, making them itiaiske for battery powered devices. They may adspiire a separate configuration
memory, which increases the total size and costeofolution. Traditional SRAM based programmabtgd is not ‘instant-on’, which
significantly complicates system design, incregseser consumption and typically results in increbdevelopment time, risk and cost.

By using CSSPs, PSBs, and our in-depth archite&we/ledge, we can deliver energy efficient cussmtutions that blend the
benefits of traditional ASSPs with the flexibilitgroduct proliferation, differentiation and low abtost of ownership advantages of
programmable logic.

Our product technology consists of four major elatae

First, our programmable fabric allows us to hardwarstomize our platforms. Our programmable fabsies proprietary and patented
technology to meet the specific needs of mobilelpets: low standby power, low dynamic power, srfalin factor, single chip solutions that
power cycle easily and quickly. Hardware customiragives our devices the ability to execute keyoms faster than software
implementations, and at lower power.

Second, our ArcticLink solution platform combinesed signal physical layers, hard-wired logic amdggammable logic on one
device. Mixed signal capability supports the trémaard serial connectivity in mobile applicatiomgiere designers benefit from lower pin
counts, simplified PCB layout, simplified PCB intennect and reduced signal noise. Adding hard-wirtllectual property enables us to
deliver more logic at lower cost and lower powehjler the programmable logic allows us to providkiSons that can be rapidly customized to
differentiate products, add features and reductesydevelopment costs. This combination of mixgaali, hardwired logic and programmatl
logic enables us to deliver low cost, small forrotée solutions that can be customized for particalestomer or market requirements while
lowering the total cost of ownership. The high megtdensity and flexibility of our ViaLink technaly is critical to the efficient interface
between the hard-wired logic and the programmadideid. Our ArcticLink Il CX solution platform inctles an embedded 3i-RISC CPU. By
embedding QuickLogic-developed firmware, we carbémaoftware differentiation as well as hardwarfédéntiation for certain applications.

Third, we develop and integrate PSBs which arevative IP cores, intelligent data processing IRespor standard interfaces used in
mobile products. We offer:

. Display and Visual Enhancement P<- such as VEE, DPO or LCD controller interfac

. Network PSB- such as High Speed USB 2.0 OTG, high speed Usavésynchronous Receiver/Transmitters, or UAR®S, t
enable Bluetooth 2.x + EDR;

. Storage PSBssuch as Secure Digital High Capacity, or SDH@tlmm managed NAND, Hard Disk Drive and high
performance compact flash interfaces; and

. Other PSBs such as 12S, PCM, 12C, encryption, unique IDdiital rights management, or DRM, and general psep
interfaces.

Fourth, our unique customer engagement model emakléo develop complete solutions for target custs who wish to bring
differentiated, mobile products to market quickhdacost effectively. We partner with customerseirte solutions specific to their
requirements, and combine all of the above tectyiesousing one of our solution platforms, PSBs,clvtdre proven logic IP cores, custom
logic, software drivers, firmware and applicatiafteare. We then work with these customers to irgggand test CSSPs in their systems. The
benefit of providing complete solutions is that efectively become a virtual extension of our custos' engineering organization.

Marketing, Sales and Customers

We are a sulsystem integrator that monetizes solutions thrailifon sales. We specialize in enhancing the egperience in leadir
edge mobile devices and products. For our custgmergnable hardware differentiation quickly andtaffectively. For our partners, we
expand their reach into new segments and new &s thereby expanding their served available méokeheir existing devices.

Our objective is to empower mobile market leaderadhieve mass customization with innovative CS$Rsket leading companies
need to deliver new products quickly and cost ¢ffety. We believe our programmable technologywaais to deliver customizable solutions
with low power consumption and high IP security jlelmeeting system performance and
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BOM cost requirements. We believe our CSSPs er@BMs and ODMs to rapidly bring new and differergthproducts to market quickly a
cost effectively. CSSPs enable energy and costieffi solutions on design platforms from which ag@ of products can be introduced.

We recognize that our markets require a rangelafisas, and we intend to work with market leadamgnpanies to combine silicon
solution platforms, PSBs, packaging technologytvearfe drivers and firmware to meet the productiferdtion, high bandwidth, time-to-
market, time-in-market and form factor requiremesftsnobile device manufacturers. We expect CSSPartge from devices with mixed
signal and visual enhancement capability to devidgish provide off-load engines. We intend to couné to define and implement compelling
CSSPs for our target customers.

As a part of our objective to empower mobile malkatiers to achieve mass customization with innee&SSPs, our business ma
includes a focused customer strategy in which wgetanarket leading customers, who primarily seheemarket for differentiated mobile
products. Our belief is that a large majority of cevenue will ultimately come from less than 1@@tomers as we transition to this business
model. We have identified and will continue to itiBnthe customers we want to serve with CSSPsaWéecurrently in different stages of
engagement with a number of these customers. WevbeL SSPs are resonating with our target customleosvalue the platform design
capability, rapid time-to-market, longer time+imarket and low total cost of ownership availabl®tigh the use of CSSPs. We expect to ex
our partner activities with top tier customers &ige new silicon solution platforms and PSBs.

We sell our products through a network of salesagars in North America, Europe and Asia. In additm our corporate headquari
in Sunnyvale, California, we have internationaksadperations in China, Taiwan, Japan and the diitegdom. Our sales personnel and
independent sales representatives are responsitdales and application support for a given rediocusing on major strategic accounts.

Our customers typically order our products throoghdistributors. Currently, we have two distribngtin North America and a
network of fifteen distributors throughout Europ®ldsia to support our international business.

We have a military, industrial and mobile produestomer base that purchases our mature silicoruptedWe expect to continue to
offer silicon devices to these customers.

Our largest customer (Honeywell International Imepresented 15% of revenue in 2011 . In addiicsignificant portion of our
revenue comes from sales to customers locateddeutsithe United States. Please see Note 12 toamsolidated financial statements for
information on our revenue by geography, marketrs®g and key customers.

In the past, there has not been a predictable sabgattern to our business. However, we may e&pee seasonal patterns in the
future due to global economic conditions, the oWe@atility of the semiconductor industry and timerent seasonality of the mobile and
consumer markets.

Backlog

We do not believe that backlog as of any particd&te is indicative of future results. A majoritfyaur quarterly shipments are
typically booked during the quarter. Our salesraegle primarily pursuant to standard purchase oideugd by OEM customers and
distributors.

Competition

A number of companies offer products that compete ane or more of our products and solutions. &asting competitors for
CSSPs include: (i) suppliers of ASSPs such as Gg@emiconductor; (ii) suppliers of mobile andfoplacation processors, such as Media’
and (iii) suppliers of ASICs, such as eASIC and NBQr existing competitors for FPGAs include: (apgliers of CPLDs, such as Lattice
Semiconductor and Altera; and (b) suppliers of FBGch as Altera and Xilinx.

ASSPs offer proven functionality which reduces depment time, risk and cost, but it is difficult édfer a differentiated product
using standard devices, and ASSPs that meet thensylesign objectives are not always availablegfammable logic may be used to create
custom functions that provide product differentator make up for deficiencies in available ASSRDs require more designer input since
designer has to develop and integrate the IP arydhanee to develop the software to drive the IP. Blalbe more expensive and consume more
power than ASSPs or ASICs, but they offer fast timenarket and are typically reprogrammable. ASICs halarge development cost and
and a long time to market. As a result ASICs areegaly only used for single designs with very higilumes. CSSPs enable custom functions
and
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system designs with fast time-to-market and lonigee-in-market since they are customized by usgusimr solution platforms that contain
programmable logic. In addition, because they amepiete solutions, they reduce the system developouest and risk. Finally, CSSPs are
very energy efficient as a result of our programimadgic and how we intelligently architect our RSB hey are very suitable for OEMs or
ODMs offering mobile differentiated products.

Research and Development

We are focused on developing CSSPs. CSSPs cohsistoonbination of our silicon platforms, PSBs,taafre drivers and fabric. Our
future success will depend to a large extent orability to rapidly develop, enhance and introd@&SPs that meet emerging industry
standards and satisfy changing customer requireméfe have made and expect to continue to makeasuiad investments in research and
development. Our research and development expén2€41, 2010 and 2009 were $9.8 million (47% ofreue), $7.5 million (29% of
revenue) and $6.2 million (41% of revenue), respelt.

As of the end of 2011 , our research and developstaff consisted of 28 employees located in Califn India, and Canada.

. Our System Solutions Group, or SSG, is our irakgroup that provides system architecture an@ydeservices to create
CSSPs for our customers. It develops PSBs, assedcsaftware drivers and firmware, and integratesthvith our solution
platforms that form the basis of our CSSPs.

. Our software group develops the design libraiigerface routines and place and route softwzaiedllow our system
solution group, or SSG, and our FPGA customerséotlird party design environments to develop desihat are
incorporated into our programmable devices.

. Our ASSP design engineering group architectsspedifies the solution platforms with the mixtafenard-wired logic and
programmable fabric. This group then works withidkparty design service companies that QuickLogittkacts for device
development.

. Our programmable logic design engineering grdeyelops low power programmable devices and ar@fogits targeted for
mobile or battery powered embedded systems thabearsed in standalone solution platforms suchotesPro Il, or
combined with standard functions in solution platie such as ArcticLink Il1.

. Our product engineering group oversees product faaturing and process development with our thindypoundries, and i
involved in ongoing process improvements to incegaslds and optimize device characteristics.

Manufacturing

We have close relationships with third party mantufeers for our wafer fabrication, package assepntbting and programming
requirements to help ensure stability in the supplgur products and to allow us to focus our in&tefforts on product and solution design
sales.

We currently outsource our wafer manufacturingmariily to TSMC, eSilicon and TowerJazz. TSMC magtdees our pASIC 3,
QuickRAM and certain QuickPCI products using a fayrer metal, 0.35 micron complementary metal oxéedmiconductor, or CMOS,
process. TSMC also manufactures our Eclipse aret otlature products using a five-layer metal, 0.2&om CMOS process on eight-inch
wafers. eSilicon manufacturers our ArcticLink lIX\products using a 7-layer metal, 65nm CMOS prooestvelve-inch wafers. TowerJazz
manufactures our new products, using alaper metal, 0.18 micron CMOS process. We purcpasducts from TSMC, eSilicon,andTowerJ
on a purchase order basis. We outsource our prpdekbging, testing and programming primarily toklmTechnology, Inc and Unisem
(M) Berhard.

Outsourcing of wafer manufacturing enables uske tdvantage of the high volume economies of sufédeed by these suppliers. v
may establish additional foundry relationships@ashsarrangements become economically useful onteally necessary.

Employees

As of January 1, 2012 , we had a to tal of 81 eygss w orldwide. We believe our future success niép@ part on our continued
ability to attract, hire and retain qualified perael. None of our employees are represented bya lanion and
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we believe our employee relations are favorable.
Intellectual Property

We believe that it is important to maintain a lapggent portfolio to protect our innovations. Wereuatly hold 84 U.S. patents and
have two pending applications for additional U.&ents containing claims covering various aspeigbsagrammable integrated circuits,
programmable interconnect structures and prograriemaeétal devices. In Europe and Asia, we have eanted a total of 12 patents. Our
issued patents expire between 2012 and 2028.

In most cases, revenue will decline from a decrgagemand for our mature products long beforeetkgration of pending or issued
patents relating to the underlying technology iohsproducts. The decision to cease maintainingenp# determined on the importance of the
patent in our current or future product offeringie.the extent that a patent is no longer used ircotrent products or is not expected to be 1
in our future products, we will cease maintainingadent or otherwise let it expire.

We have six trademarks registered with the U.SeRatnd Trademark Office.

Executive Officers and Directors

Our executive officers are appointed by, and satuihe discretion of, our Board of Directors. Thare no family relationships among
our directors and officers.

The following table sets forth certain informaticoncerning our current executive officers and doecas of March 5, 2012 :

Name Age Position
Andrew J. Pease 61 President and Chief Executive Officer; Director
E. Thomas Hart 70 Executive Chairman of the Board
Ajith Dasari 41 Vice President, Worldwide Engineering
Brian Faith 37 Vice President, Worldwide Sales and Marketing
Ralph S. Marimon 54 Vice President, Finance and Chief Financial Officer
Catriona Meney 50 Vice President, Human Resources and Development
Timothy Saxe 56 Senior Vice President and Chief Technology Officer
Michael J. Callahan 76 Director
Michael R. Farese 65 Director
Arturo Krueger 72 Director
Christine Russell 62 Director
Gary H. Tauss 57 Director

Andrew J. Peasbas served as a member of our Board of Directareshpril 2011. He joined QuickLogic in November0B0and has
served as our President and Chief Executive Offizere January 2011 and as our President sinceh\2&@9. Prior to March 2009, Mr. Pease
served as our Vice President of Worldwide Salesifiovember 2006. From July 2003 to June 2006, Maske was Senior Vice President of
Worldwide Sales of Broadcom Corporation, a glokalder in semiconductors for wired and wireless canioations. From March 2000 to J
2003, Mr. Pease was Vice President of Sales ariSiyyt Inc., a company providing software and s$egg to better manage semiconductor
production yields and improve designgmduction processes. From 1984 to 1996, Mr. Peased in a number of sales positions at Advau
Micro Devices, or AMD, a global semiconductor maauifirer, where his last assignment was Group Rire@orldwide Headquarters Sales
and Operations. Mr. Pease previously held Viceigeeas of Sales positions at Integrated Systems &ncembedded software manufacturer
(1996-1997), and Vantis Corporation, a programmbdge subsidiary of AMD (1997-1999). Mr. Peasedwa B.S. degree from the United
States Naval Academy and an M.S. in computer seiéoen the Naval Postgraduate School in Monterayif@nia.

E. Thomas Harhas served as a member of our Board of Directaresiune 1994, and as our Chairman since April 2d01Hart ha:
served as QuickLogic's Executive Chairman of tharBaince January 3, 2011. He served as our
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Chairman of the Board and Chief Executive Officeind March 2009 to January 2011 and as our Pres@ehChief Executive Officer from
June 1994 to March 2009. Prior to joining Quickl@mgd¥r. Hart was Vice President and General Manaféne Advanced Networks Division
at National Semiconductor Corporation, a semicotatunanufacturing company, where he worked fromt&aper 1992 to June 1994. Prio
joining National Semiconductor, Mr. Hart was a pitiy consultant from February 1986 to September $¥8%PHart Weston International,
technology-based management consulting firm. Ruperience includes senior level management regplitiess in semiconductor operations,
engineering, sales and marketing with several comgancluding Motorola, Inc., an electronics pates, and National Semiconductor.

Mr. Hart holds a B.S.E.E. degree from the UnivgrsitWashington.

Ajith Dasarijoined QuickLogic in July 2002 and has served asWice President of Worldwide Engineering since @08enior
Director of Engineering since 2005 and DirectoBoftware Development since 2002. Prior to joiningd®Logic Mr. Dasari served in several
product development positions from 1994 to 2002stmecently as the senior software manager in thgrBmmable System Level Integration
group at Atmel Corporation, an advanced semicomauntnufacturing company. Prior experience incluaessition in software development
at Analogy, Inc., a developer of mixed signal siatian tools. Mr. Dasari holds a BSEE degree inted&ics and communication from
Nagarjuna University in Indie

Brian Faith joined QuickLogic in June of 1996 and has serveduwais/ice President of Worldwide Sales and Markgsimce April
2011 and our Vice President of Worldwide Marketaiigce November 2008. From 2001 through 2008, MithFerved in various marketing
positions including Vice President of Solutions gting and Senior Director of Marketing. Prior @802, Mr. Faith was an Engineering
Program Manager, served in a Field Application Bagring role and held various Customer Applicafimgineering roles, including Custon
Application Engineering Manager. Mr. Faith has asoved as the Chairperson of the Marketing Coremifitr the CE-ATA Organization. He
holds a B.S.C.E. degree in Computer Engineering fé@anta Clara University and also served as Adjuecturer at Santa Clara University for
Programmable Logic courses.

Ralph S. Marimotas served as our Vice President, Finance and Emahcial Officer since November 2008. Prior tmijog the
Company, Mr. Marimon served as Vice President, iéeaand Operations, and Chief Financial OfficeAnthor Bay Technologies, Inc., a
fabless semiconductor company that designs andipesdadvanced video processing semiconductor defrime 2006. From 2005 to 2006,
Mr. Marimon was Vice President of Finance and Adstimtion and Chief Financial Officer of Tymphangr@oration, a provider of innovati
audio transducers. Prior to that, Mr. Marimon wase\President of Finance and Chief Financial OffmeScientific Technologies, Inc., a
provider of automation safeguarding products, f&#04 until 2005. From 1999 to 2003, he served anZloCorporation, a global supplier of
system solutions for the broadband access marketrerhe was promoted from Corporate ControlleriteePresident of Finance and Chief
Financial Officer. Prior to joining Com21 Corpoat, Mr. Marimon was at KLA-Tencor Corporation fdk §ears in a variety of senior
executive financial management positions. Mr. Marniolds a Masters of Management degree in finandeaccounting from Northwestern
University and a BA degree in economics from theversity of California, Los Angeles.

Catriona Meneyoined QuickLogic in September 2003 and has seagedur Vice President, Human Resources and Developsince
October 2006. Prior to joining QuickLogic, Ms. Mgneas Vice President, International Human Resouat&cular Sciences, Inc., a global
manufacturer of contact lenses, from September 290line 2002. From May 1984 to October 2000, Msnd&§ held several human resource
positions at Standard Life Assurance Co., an i@tgmnal financial services provider, located in thoed, most recently as their Senior Human
Resources Business Partner. Prior experience ieslbdman resource positions at Sun MicrosystemsvBVMeney holds a M.A. degree, w
honors, from the University of Glasgow in Scotland.

Timothy Sax@ined QuickLogic in May 2001 and has served asGhief Technology Officer and Senior Vice Presig&migineering
since August 2006, and Vice President, Engineesinge November 2001. From November 2000 to Febr2@@l, Mr. Saxe was Vice
President of FLASH Engineering at Actel Corporatiarsemiconductor manufacturing company. Mr. Saieefl GateField Corporation, a
design verification tools and services company fmignknown as Zycad, in June 1983 and was a fouafitreir semiconductor manufacturing
division in 1993. Mr. Saxe became GateField's Chiecutive Officer in February 1999 and servechat tapacity until GateField was
acquired by Actel in November 2000. Mr. Saxe hada.S.E.E. degree from North Carolina State Unitsgrand an M.S.E.E. degree and a
Ph.D. in electrical engineering from Stanford Umsity.

Information regarding the backgrounds of our divexis set forth under the caption “Proposal Onectibn of Directors’in our Proxy
Statement, which information is incorporated helsjrreference.
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ITEM 1A. RISK FACTORS

If we fail to successfully develop, introduce aali §SSPs and new products, or if our CSSP degigontunities do not generate the revel
we expect, we may be unable to compete effectiviie future.

The market for differentiated mobile devices ishtygcompetitive and dynamic, with short end magketduct life cycles and rapid
obsolescence of existing products. To compete ssbdéy, we must obtain access to advanced falwicaiapacity and dedicate significant
resources to specify, design, develop, manufaendesell new or enhanced CSSPs that provide inoghasigher levels of performance, low
power consumption, new features, reliability anafst savings to our customers. Due to the shodumt life cycle of these devices our
revenue is subject to fluctuation in a short penbtime and our ability to grow our business deggean accelerating our design win activity.
We often make significant investments in CSSP dirabs platform development, selling and marketitang before we generate revenue, if
any, from our efforts. The markets we are targetyqically have higher volumes and greater pricespure than our traditional business. In
addition, we quote opportunities in anticipatiorfuture cost reductions and may aggressively giogucts to gain market share. In order to
react quickly to opportunities or to obtain favdevafer prices, we make significant investmentand commitments to purchase inventories
and capital equipment before we have firm commitséom customers.

We expect our business growth to be driven by CS&RECSSP revenue growth needs to be strong enowgihieve profitability
while offsetting expected declines in other paftewr business. The gross margin associated wittC&5Ps and new products is generally
lower than the gross margin of our mature produliis, primarily to the price sensitive nature of lligher volume mobile consumer
opportunities that we are pursuing with CSSPsutfroature product revenue were to decline morekfjutban expected, it could have a
significant effect on our results of operations aadh flows. Because the product life cycle of Heoproducts is short, we must replace reve
at the end of a product life cycle with sales froew design opportunities. In addition, sales of mature product family could decline if
competitors replace us in these design opportsnitMéhile we expect revenue and gross profit grdwtin CSSPs will offset the expected
decline in revenue and gross profit from our mapreucts, there is no assurance whether or whignvith occur. In order to grow our reven
from its current level, we are dependent upon ased revenue from our existing products, espedzi$gPs based on our ArcticLink and
PolarPro solution platforms, and the developmer@88EPs, additional new products and solutions.

If (i) we are unable to design, produce and sell @SSPs that meet design specifications, addredsroer requirements and generate
sufficient revenue and gross profit; (i) marketrdand for our CSSPs and other products fails to maditee; (iii) we are unable to obtain
adequate fabrication capacity on a timely basid;we are unable to develop CSSPs or solutiongiimely manner; or (v) our customers do
successfully introduce products incorporating cwrides, our revenue and gross margin will be meltgdharmed, our liquidity and cash flows
will be materially affected, we may be requiredndte-off related inventories and long-lived assamtshere may be other adverse effects on our
business or the price of our common stock.

Our CSSP design opportunities may not result irévenue we expect .

We have transitioned from being a broad-based gmpqui FPGA devices to being a supplier of CSShuarily to the mobile market.
We have developed a significant pipeline of desigportunities for CSSPs in our target markets, Hmeeght multiple 3G broadband data ¢
opportunities to revenue, and we are focused omesting additional design opportunities in all afrdarget markets into revenue. Continual
increases in revenue contributions from new matitelucts are key to our ability to grow our bussexchieve profitability and maintain or
increase our cash and cash equivalent balancesléMwbduct life cycles are short and we must replgevenue lost at the end of each product
life cycle with sales from new design wins.

The generation of revenue from mobile market desjgportunities is influenced by a number of factsrsch as our ability to supply
solutions that meet customers' cost targets arfdrpeaince requirements, the value and price of olutisns relative to competing solutions,
our customers' decisions whether to produce inmaelthe products utilizing our solution, the timiofgour customers' product introduction
dates, the market success of our customers' pmduadtgeneral economic conditions. If these degpgortunities result in revenue that is later
or significantly lower than we expect, our reswtoperations and financial condition will be adsedy affected.

We have a limited number of significant customeid lamited visibility into the long-term demand faur products from these customers.

A few end-customers can represent a significartiggoof our total revenue in a given reporting pdrand the likelihood of this
occurring will increase as we continue to targetkatleading manufacturers of high volume mobile
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applications. As in the past, future demand froesthcustomers may fluctuate significantly from tgraio quarter. These customers typically
order products with short requested delivery léme$, and do not provide a commitment to purchasdyzt past the period covered by
purchase orders, which may be rescheduled or czothdel addition, our manufacturing lead times argyer than the delivery lead times
requested by these customers, and we make sigrtificachases of inventory and capital expenditimemticipation of future demand. If
revenue from any significant customer were to dectiubstantially, we may be unable to offset teidide with increased revenue and gross
margin from other customers and we may purchasessxaventories. These factors could severely lmambusiness.

In addition, we may make a significant investmenioing-lived assets for the production of our prdibased upon historical and
expected demand. If demand for our products orsgnuergin generated from our products does not meetxpectations or if we are unable to
collect amounts due from significant customersmay be required to write-off inventories, provide éincollectible accounts receivable or
incur charges against long-lived assets, which doudterially harm our business.

Our customers may cancel or change their produatplafter we have expended substantial time araliress in the design of their products.

Our customers often evaluate our products for gintims or more before designing them into theireayst and they may not
commence volume shipments for up to an additiomatiostwelve months, if at all. During this lengtBgles cycle, our potential customers may
cancel or change their product plans. Customersatsaydiscontinue products incorporating our devieany time or they may choose to
replace our products with lower cost semiconductoraddition, we are working with leading customar our target markets to define our
future products. If customers cancel, reduce aaydptoduct orders from us or choose not to relpasgucts that incorporate our devices after
we have spent substantial time and resources deaglproducts or assisting customers with theidpot design, our revenue levels may be
less than anticipated and our business could berialy harmed.

We may not have the liquidity to support our futoperations and capital requirements.

Our new products and products currently under agwreént, have been generating lower gross marginpascentage of revenue than
the rest of our historical business due to the etarthat we have targeted and the larger ordertigjearassociated with these applications.
Whether we can achieve cash flow levels sufficiergupport our operations cannot be accuratelyigesti and our investment portfolio is
subject to a degree of interest rate and liquid#y. Unless such cash flow levels are achievedaamdnvestment portfolio remains liquid and
its capital is preserved, we may need to borrowtahél funds or sell debt or equity securitiessome combination thereof, to provide func
for our operations. Such additional funding may b@tvailable on commercially reasonable termaf atl. If adequate funds are not available
when needed, our financial condition and operatisylts would be materially and adversely affeetied we may not be able to operate our
business without significant changes in our operati or at all.

We depend on our relationship with TowerJazz whithe primary manufacturer of our new products.

Our new products are manufactured in TowerJazmisdiy facility. We believe that TowerJazz's laegm operation of this fabricati
facility depends on its ability to attract suffioiecustomer demand, to obtain additional financtodncrease capacity, and its ability to remain
in compliance with the terms of its credit agreetaemhe current political uncertainty and secusityation in the Middle East where
TowerJazz's fabrication facility is located, thelagal nature of the market for foundry manufaatgrservices, TowerJazz's financial condition,
or other factors may adversely impact TowerJaarséness prospects and may discourage future ineassnmn TowerJazz from outside
sources. The value of our investment in TowerJaay afso be adversely affected by a deterioratiarpaflitions in the market for foundry
manufacturing services, the market for semicondymtoducts, TowerJazz's financial health and Toazr'3 ability to remain in compliance
with Nasdagq listing standards. The inability of Temdazz to continue operations for any reason wagdire us to identify and qualify a new
foundry to manufacture our new products. This wdaddime consuming, difficult and result in unfaren operational problems. Alternate
foundries might not be available to fabricate oewrproducts, or if available, might be unwillingumable to offer services on acceptable te
and our ability to operate our business or deloxgrproducts to our customers could be severelyireg.

We depend upon partnering with other companiestelbp IP, reference platforms and system software.

In addition to working directly with our customevrge partner with other companies that are experteitain technologies to develop
additional intellectual property, reference platisrand system software to provide application
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solutions. We also work with mobile processor mastifrers and companies that supply storage, neimgpds graphics components for
embedded systems. The depth of these relationgaifes depending on the partner and the dynamitiseoénd market being targeted, but is
typically a co-marketing relationship that includeimt account calls, promotional activities andémgineering collaboration and developments,
such as reference designs. If we are unable tod&eaew technologies, maintain a close workingicglahip with our partners, fail to continue
to develop and introduce leading technologies tirébe technologies fail to generate the revenuexpect, we may not be able to compete
effectively in the future.

We depend upon third parties for silicon IP, detdiRTL design, physical design, verification anseasbly of our CSSP platforms and failure
to meet our requirements in a timely fashion mayeaskely impact our time to market and revenue.

Our move to a variable cost or outsourced engingetevelopment model allows us access to thedeesgin resources for developing r
CSSP platforms. This includes access to leading edigon IP as well as RTL design and physicalgtesxpertise. However, outsourcing the
design of a complex CSSP platform typically invawaultiple companies in multiple locations whickrigase the risk of costly design errors.
Any delays or errors in the design of our new CgBEorms could significantly increase the costefelopment as well as adversely impact
our time to market and revenue.

We depend upon third parties to fabricate, assente# and program our products, and they may disnae manufacturing our products, fail
to give our products priority, be unable to sucdelyg manufacture our products to meet performamodime or cost targets, or inaccurately
report inventories to us.

We contract with third parties to fabricate, asskntest and program our devices. In general, edolir devices is fabricated,
assembled and programmed by a single suppliertrenidss of a supplier, transfer of manufacturmg hew location, expiration of a supply
agreement or the inability of our suppliers to nfanture our products to meet volume, performanuaelity and cost targets could have a
material adverse effect on our business. Our oelaliip with our suppliers could change as a redwdtmerger or acquisition. If for any reason
these suppliers or any other vendor becomes ueahiewilling to continue to provide services of aptable quality, at acceptable costs and in
a timely manner, our ability to operate our bussn@sdeliver our products to our customers couldéeerely impaired. We would have to
identify and qualify substitute suppliers, whictuttbbe time consuming, difficult and result in uréseen operational problems, or we could
announce an end-of-life program for these produdtsrnate suppliers might not be available to iedile, assemble, test and program our
devices or, if available, might be unwilling or U@to offer services on acceptable terms. In &idiif competition for wafer manufacturing
capacity increases, if we need to migrate to mdvaaced wafer manufacturing technology, or if cotitipe for assembly services increases,
we may be required to pay or invest significant anie to secure access to this capacity. The nuofammpanies that provide these servici
limited and some of them have limited operatinddries and financial resources. In the event ouarecul suppliers refuse or are unable to
continue to provide these services to us, or ifiweunable to secure sufficient capacity from aurent suppliers on commercially reasonable
terms, we may be unable to procure services froenredte suppliers in a timely manner, if at all.rBtover, our reliance on a limited number of
suppliers subjects us to reduced control over defligchedules, quality assurance and costs. Ttkofacontrol may cause unforeseen product
shortages or may increase our cost to manufacturéest our products, which would adversely aftaotoperating results and cash flows.

We will be unable to compete effectively if wetfadnticipate product opportunities based upon iyimg technologies and standards or fail to
develop products and solutions that incorporateséhtechnologies and standards in a timely manner.

We spend significant time and money designing anelbping silicon solution platforms, and PSBs, addpting emerging
technologies. We intend to develop additional potsland solutions and to adopt new technologid¢isariuture. If system manufacturers adopt
alternative standards or technologies, if an ingustandard or emerging technology that we hawgetad fails to achieve broad market
acceptance, if customers choose low power offerraya our competitors, or if we are unable to brihg technologies or solutions to marke
a timely and cosgffective manner, we may be unable to generatéfisignt revenue from our research and developmiéoitse. As a result, ot
business would be materially harmed and we maggeired to write-off related inventories and loingetl assets.

If we fail to adequately forecast demand for ousdarcts, we may incur product shortages or excesdyut inventories

Our agreements with certain suppliers require ysawide forecasts of our anticipated manufactudrdgrs, and place binding
manufacturing commitments in advance of receiviagpase orders from our customers. We are limitezlir ability to increase or decrease
our forecasts under such agreements. Other mantgastsupply us with product on a purchase ordsisb@he allocation of capacity is
determined solely by our suppliers over which weehao direct control. Additionally, we may placealers with our suppliers in advance of
customer orders to allow us to quickly respondhanging customer
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demand or to obtain favorable product costs. Furibee, we provide our suppliers with equipment whiused to program our products to
customer specifications. The programming equiprieentanufactured to our specifications and has ggmit order lead times. These factors
may result in product shortages or excess prodwenitories. Obtaining additional supply in the faé@roduct, programming equipment or
capacity shortages may be costly, or not posséisigecially in the short term since most of our potsl and programming equipment are
supplied by a single supplier. Our failure to adsqly forecast demand for our products could maltgrharm our business.

Our approach to developing solutions for poterdiedtomers involves developing CSSPs for and al@oimr roadmap with applicatir
processor and flash memory vendors. We have eniieechformal partnerships with other parties timolve the development of solutions
that interface with their devices or standards.seheformal partnerships also may involve joint ketéing campaigns and sales calls. If our
solutions are not incorporated into customer pr&gjutour partners discontinue production of degrate our solution into their product
offerings, or if the informal partnerships do nobw as expected or if they are significantly redlioeterminated by acquisition or other mei
our revenue and gross margin will be materiallynteedt and we may be required to write-off relatecimeries and long-lived assets.
Fluctuations in our manufacturing processes, yiaft$ quality, especially for new products, may éase our costs.

Difficulties encountered during the complex semihactor manufacturing process can render a subataaicentage of
semiconductor devices nonfunctional. New manufaogutechniques or fluctuations in the manufactugingcess may change the performance
distribution and yield of our products. We havetha past, experienced manufacturing runs that bam&ined substantially reduced or no
functioning devices, or that generated devices iétlow normal performance characteristics. Ouargle on third party suppliers may extend
the period of time required to analyze and corfeese problems. Once corrected, our customers magduired to redesign or requalify their
products. As a result, we may incur substantialiynar manufacturing costs, shortages of inventaiagduced customer demand.

Yield fluctuations frequently occur in connectioitmthe manufacture of newly introduced productghwhanges in product
architecture, with manufacturing at new facilities, new fabrication processes or in conjunctiomwigw backend manufacturing processes.
Newly introduced solutions and products are oftementomplex and more difficult to produce, incregghe risk of manufacturing relat
defects. New manufacturing facilities or processesoften more complex and take a period of timactieve expected quality levels and
manufacturing efficiencies. While we test our proyincluding our software development tools, threay still contain errors or defects that
are found after we have commenced commercial ptamudJndetected errors or defects may also résutt new manufacturing processes or
when new intellectual property is incorporated iotw products. If our products or software develepiiools contain undetected or unreso
defects, we may lose market share, experience slelayr loss of market acceptance, reserve or sovamtories or be required to issue a
product recall. In addition, we would be at riskpobduct liability litigation if defects in our pdacts were discovered. Although we attempt to
limit our liability to end users through disclairsesf special, consequential and indirect damagéssiilar provisions, we cannot assure you
that such limitations of liability will be legallgnforceable.

We may be unable to accurately estimate quartengnue, which could adversely affect the tradingepof our stock.

Due to our relatively long product delivery cycledathe inability of our customers in the rapidiyoling mobile market to confirm
product requirements on a timely basis, we may hawvevisibility to product demand in any given gtear If our customers cannot provide us
with accurate delivery lead times, we may not He &bdeliver product to our customers in a timfalghion. Furthermore, our ability to resp¢
to increased demand is limited to inventories amdhar on order, the capacity available at our @attmanufacturers and our capacity to
program products to customer specifications. Iffaikto accurately estimate customer demand, remrdnue, or if our available capacity is
less than needed to meet customer demand, outsre$wiperations could be harmed and our stoclemnld materially fluctuate.

We have a history of losses and cannot assurehaiwe will be profitable in the future.

We have a history of losses having recorded aasstih 2009. During 2010 we returned to profitépilbut we were not profitable durir
fiscal 2011 and cannot predict when we may retanprofitability.

Our future operating results are likely to flucteand therefore may fail to meet expectations, lvbauld cause our stock price to decline.

Our operating results have varied widely in thet pasl are likely to do so in the future. In additiour past operating results may not
be an indicator of future operating results. Ouuirfe operating results will depend on many factord may fail to meet our expectations for a
number of reasons, including those set forth is¢hésk factors. Any failure to meet expectatioosld cause our stock price to significantly
fluctuate or decline.
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Factors that could cause our operating resultitduate include, without limitation: (i) succesisfievelopment and market accepta
of our products and solutions; (ii) our abilitydocurately forecast product volumes and mix, amgspond to rapid changes in customer
demand,; (iii) changes in sales volume or expecdsss/olume, product mix, average selling pricegroduction variances that affect gross
profit; (iv) the effect of end-of-life programs;)(a significant change in sales to, or the collslity of accounts receivable from, our largest
customers; (vi) our ability to adjust our produeatures, manufacturing capacity and costs in resptmeconomic and competitive pressures;
(vii) our reliance on subcontract manufacturerspiarduct capacity, yield and quality; (viii) ourrapetitors' product portfolio and product
pricing policies; (ix) timely implementation of é&fent manufacturing technologies; (x) errors iplgmg or changes in accounting and
corporate governance rules; (xi) the issuance vitgompensation awards or changes in the ternasiio$tock plan or employee stock
purchase plan; (xii) mergers or acquisitions; {xtie impact of import and export laws and regoladi (xiv) the cyclical nature of the
semiconductor industry and general economic, mapdditical and social conditions in the countnielsere we sell our products and the related
effect on our customers, distributors and suppliensl (xv) our ability to obtain capital, debt firding and insurance on commercially
reasonable termsAlthough certain of these factors are out of oumidliate control, unless we can anticipate and épaved with contingency
plans that respond to these factors, our businegsb@ materially harmed.

We may encounter periods of industry wide semicotwhoversupply, resulting in pricing pressurewadl as undersupply, resulting
in a risk that we could be unable to fulfill ourstamers' requirements. The semiconductor industsyttistorically been characterized by wide
fluctuations in the demand for, and supply ofptsducts. These fluctuations have resulted in aistances when supply of and demand for
semiconductors has been widely out of balance nflnstry wide semiconductor oversupply could reisutevere downward pricing pressure
from customers. In a market with undersupply of nfacturing capacity, we would have to compete \tiger foundry and assembly
customers for limited manufacturing resources.uchsan environment, we may be unable to have @mdumts manufactured in a timely
manner, at a cost that generates adequate grdgsopiia sufficient quantities. Since we outsoustkof our manufacturing and generally have
a single source of wafer supply, test, assemblypgradramming for our products, we are particulaxinerable to such supply shortages and
capacity limitations. As a result, we may be undbl&ilfill orders and may lose customers. Any fetindustry wide oversupply or undersug
of semiconductors could materially harm our busines

We may be unable to successfully grow our busihegsfail to compete effectively with others tyaadt and retain key personnel.

We believe our future success depends upon olityatilattract and retain highly competent person@er employees are at-will and
not subject to employment contracts. Hiring andiréng qualified sales, technical and financialgoanel are difficult due to the limited
number of qualified professionals, economic condgiand the size of our company. In addition, neesthrequently require extensive training
before they achieve desired levels of productivigilure to attract, hire, train and retain persgdmmould materially harm our business.

Problems associated with international businesgatiens could affect our ability to manufacture asell our products

Most of our products are manufactured outside efuhited States at manufacturing facilities opetdg our suppliers in Asia, South
Asia and the Middle East regions. As a result,éghaanufacturing operations and new product intrbidas are subject to risks of political
instability.

A significant portion of our total revenue comesnfr sales to customers located outside the Uniteg&tWe anticipate that sales to
customers located outside the United States wiltinaoe to represent a significant portion of ouateevenue in future periods. In addition,
most of our domestic customers sell their prodaatside of North America, thereby indirectly expagsus to risks associated with foreign
commerce and economic instability. In addition verseas sales offices, we have significant researdhdevelopment activities in Canada and
India. Accordingly, our operations and revenuesangiect to a number of risks associated with fergigmmerce, including the following:

(i) staffing and managing foreign offices; (ii) maying foreign distributors; (iii) collecting amowsrdue; (iv) political and economic instability;
(v) foreign currency exchange fluctuations; (vipoges in tax laws, import and export regulatioas{fs and freight rates; (vii) timing and
availability of export licenses; (viii) supplyinggructs that meet local environmental regulatiamsl (ix) inadequate protection of intellectual
property rights.

We denominate sales of our products to foreign t@asmexclusively in U.S. dollars. As a result, angrease in the value of the U.S.
dollar relative to the local currency of a foreigwuntry will increase the price of our productdhiat country so that our products become
relatively more expensive to customers in theielaurrency. As a result, sales of our producthat foreign country may decline. If the local
currency of a foreign country in which we conduasiness strengthens against the U.S. dollar, ouofp@nd other local expenses will be
higher, and since sales are transacted in U.Sardplivould not be
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offset by any increase in revenue. To the extentsaich risks materialize, our business could besrialy harmed.

In addition, we incur costs in foreign countrieattmay be difficult to reduce quickly because optoyee related laws and practice:
those foreign countries.

Our CSSPs face competition from suppliers of ASSRliers of integrated application processorsd anppliers of ASICs.

We face competition from companies that offer ASSWkile it is difficult to provide a unique solutichrough the use of ASSPs,
ASSPs generally are cost effective standard predaurad have short lead times. In certain design ippities, ASSPs can be combined to
achieve system design objectives. Manufacturenstefirated application processors often integrate features when they introduce new
products. A system designer could elect the usmadnftegrated processor that includes the feabffesed in our CSSPs and/or a widely
accepted feature of our CSSPs could be integrateciicompetitor's ASSP. Companies that supply ASihich may be purchased for a lo
price at higher volumes and typically have grebigic capacity, additional features and higher emiance than our products. Our inability to
successfully compete in any of the following areasld materially harm our business: (i) the deveiept of new products, CSSPs and
advanced manufacturing technologies; (ii) the dquatiower characteristics, performance charactesisprice and availability of devices,
programming hardware and software development;t@id)sthe ability to engage with companies thabyide synergistic products and servit
(iv) the incorporation of industry standards in puoducts and solutions; (v) the diversity of prodofferings available to customers; or (vi) the
quality and cost effectiveness of design, develagpmanufacturing and marketing efforts.

We may be unable to adequately protect our intelldqroperty rights and may face significant exgenas a result of future litigation.

Protection of intellectual property rights is craldio our business, since that is how we keep stliem copying the innovations that
are central to our existing and future productenirtime to time, we receive letters alleging patefringement or inviting us to license other
parties' patents. We evaluate these requests aseahy-case basis. These situations may leaddatiin if we reject the offer to obtain the
license.

In the past, we have been involved in litigatiolatiag to our alleged infringement of third pargtents or other intellectual property
rights. This type of litigation is expensive andhsaomes large amounts of management time and attenti

Because it is critical to our success that we ootito prevent competitors from copying our innara, we intend to continue to se
patent and trade secret protection for our prodUdie process of seeking patent protection cawig &nd expensive, and we cannot be certain
that any currently pending or future applicatiorit actually result in issued patents or that, eifgratents are issued, they will be of sufficient
scope or strength to provide meaningful protectipany commercial advantage to us. Furthermorerstmay develop technologies that are
similar or superior to our technology or designuaue the patents we own. We also rely on trade spoogection for our technology, in part
through confidentiality agreements with our empkgjeconsultants and other third parties. Howehesd parties may breach these agreement
and we may not have adequate remedies for anytbrbaany case, others may come to know about t@rikne our trade secrets through a
variety of methods. In addition, the laws of certtgrritories in which we develop, manufactureat sur products may not protect our
intellectual property rights to the same extenthaslaws of the United States.

The market price of our common stock may flucteggeificantly and could lead to securities litigari.

Stock prices for many companies in the technologyemerging growth sectors have experienced widguations that have often
been unrelated to the operating performance of saptpanies. In the past, securities class actiigation has often been brought against
companies following periods of volatility in the rkat price of its securities. In the future, we nimeythe subject of similar litigation. Securities
litigation could result in substantial costs andedi management's attention.

We may engage in manufacturing, distribution ohteslogy agreements that involve numerous risk$ydhicg the use of cash, diversion of
resources and significant write-offs.

We have entered into and, in the future, intenelntier into agreements that involve numerous rigkdding the use of significant
amounts of our cash; diversion of resources framerdevelopment projects or market opportunities;atility to collect amounts due under
these contracts; and market acceptance of relatetligts and solutions. If we fail to recover thstaof these or other assets from the cash flow
generated by the related products, our assetbadtbme impaired and our financial results wouldhéened.
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Our business is subject to the risks of earthquadiber catastrophic events and business interamatifor which we may maintain limited
insurance.

Our operations and the operations of our suppéiegs/ulnerable to interruption by fire, earthquat@wer loss, flood, terrorist acts a
other catastrophic events beyond our control. htiqadar, our headquarters are located near eaatgjtault lines in the San Francisco Bay
Area. In addition, we rely on certain suppliersrtanufacture our products and would not be ableisdify an alternate supplier of our products
for several quarters. Our suppliers often holdifigant quantities of our inventories which, in teeent of a disaster, could be destroyed. In
addition, our business processes and systems krxerable to computer viruses, break-ins and sindisruptions from unauthorized tampering.
Any catastrophic event, such as an earthquakeher oftural disaster, the failure of our compuystems, war or acts of terrorism, could
significantly impair our ability to maintain ourgerds, pay our suppliers, or design, manufactushigr our products. The occurrence of any of
these events could also affect our customers;jhlistrs and suppliers and produce similar disrugpéffects upon their business. If there is an
earthquake or other catastrophic event near outdqueatters, our customers' facilities, our distrilvstfacilities or our suppliers' facilities, our
business could be seriously harmed.

We do not maintain sufficient business interruptoml other insurance policies to compensate ualiftwsses that may occur. Any
losses or damages incurred by us as a resultathatoophic event or any other significant uninddess could have a material adverse effe:
our business.

Our Certificate of Incorporation, Bylaws and Delargdaw contain provisions that could discourageaketover that is beneficial to
stockholders.

Provisions of our Certificate of Incorporation, dylaws and Delaware law could make it difficult othird party to acquire us, even
if doing so would be beneficial to our stockholders

If we do not maintain compliance with the listirggjuirements of the Nasdaq Global Market, our comstook could be delisted, which cot
among other things, reduce the price of our comstook and the levels of liquidity available to atockholders.

We are listed on the Nasdaq Global Market and ecuisties could be delisted in the future if werdhd continue to meet the specific
guantitative standards of the Nasdaq Global Market.

Changes to existing accounting pronouncementsxati@an rules or practices may cause adverse revéingtuations, affect our reported
financial results or how we conduct our busing

Generally accepted accounting principles, or GA&f, promulgated by, and are subject to the int&afoa of the Financial
Accounting Standards Board, or FASB, and the SE€v BHccounting pronouncements or taxation rulesvanging interpretations of
accounting pronouncements or taxation practices baeurred and may occur in the future. Any futthhanges in accounting pronouncements
or taxation rules or practices may have a signifiedfect on how we report our results and may eaféect our reporting of transactions
completed before the change is effective. In agldjta review of existing or prior accounting prees may result in a change in previously
reported amounts. This change to existing rulgsyéuchanges, if any, or the questioning of curpeattices may adversely affect our reported
financial results, our ability to remain listed thre Nasdaqg Global Market, or the way we conductmsiness and subject us to regulatory
inquiries or litigation.

We have implemented import and export control pitaces to comply with United States regulationsvbeitare still exposed to potential risks
from import and export activity

Our products, solutions, technology and softwaeesaibject to import and export control laws andif&ipns which, in some
instances, may impose restrictions on businesgitiesi, or otherwise require licenses or other arilations from agencies such as the U.S.
Department of State, U.S. Department of Commerdelas. Department of the Treasury. These restristinay impact deliveries to custom
or limit development and manufacturing alternativ&e have import and export licensing and compkamocedures in place for purposes of
conducting our business consistent with U.S. ampdiegble international laws and regulations, andpegodically review these procedures to
maintain compliance with the requirements relatmgnport and export regulations. If we are noeal remain in compliance with import and
export regulations, we might be subject to investan, sanctions or penalties by regulatory autiesri Such penalties can include civil,
criminal or administrative remedies such as lossxpirt privileges. We cannot be certain as tootiteome of an evaluation, investigation,
inquiry or other action or the impact of these iseom our operations. Any such action could adveraéct our financial results and the mat
price of our common stock.
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ITEM 1B.UNRESOLVED STAFF COMMENTS
Not applicable.

ITEM 2.PROPERTIES

Our principal administrative, sales, marketingesrsh and development and final testing facilitiotsated in a building of
approximately 42,600 square feet in Sunnyvale f@alia. This facility is leased through Decembeif20We have subleased approximately
8,000 square feet of this facility through Decen®@t2. Our research and development facility inofitw, Canada, consisting of approxima
2,059 square feet, is leased through February 20&3ease a 4,500 square foot facility in Bangalbrdia for the purpose of software
development. This facility is leased through NovemP013. We also lease office space in ShanghaiaChaipei, Taiwan; Tokyo, Japan; and
London, England. We believe that our existing fde# are adequate for our current needs.
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ITEM 3. LEGAL PROCEEDINGS

Initial Public Offering Securities Litigation

On October 26, 2001, a putative securities clagsrawas filed in the U.S. District Court for the@dhern District of New York agair
certain investment banks that underwrote QuickLegigtial public offering, QuickLogic and some QuickLogic's officers and directors. The
complaint alleged excessive and undisclosed conwnissn connection with the allocation of shares@ihmon stock in QuickLogic's initial
and secondary public offerings and artificially igrices through “tie-in” arrangements which regdithe underwriters' customers to buy
shares in the aftermarket at pre-determined piicemlation of the federal securities laws. Pldistsought an unspecified amount of damages
on behalf of persons who purchased QuickLogic'sksparsuant to the registration statements betwsaber 14, 1999 and December 6,
2000. Various plaintiffs filed similar actions adgsay virtually identical allegations against 0\890 other public companies, their underwriters,
and their officers and directors arising out offeaempany's public offering. These actions, inalgdihe action against QuickLogic, were
coordinated for pretrial purposes and captiolmee Initial Public Offering Securities Litigatior2l MC 92.

The parties reached a global settlement of thgalion. Under the settlement, the insurers araotipe full amount of settlement shi
allocated to the Company, the Company will not s financial liability and the Company and thkestdefendants will receive complete
dismissals from the case. The settlement was apgrby the Court on October 5, 2009 and certainotdje filed appeals. The last remaining
appeal of the settlement was withdrawn on Janudr2@12 and the settlement may now be enforced Cidmepany did not accrue any amot
related to the proposed settlement because it eiagasonably estimable.

From time to time, the Company is involved in legeations arising in the ordinary course of busingssuding but not limited to
intellectual property infringement and collectioatters. Absolute assurance cannot be given that plairty assertions will be resolved without
costly litigation in a manner that is not adveis¢hie Company's financial position, results of aegiens or cash flows or without requiring
royalty or other payments in the future which mdyexsely impact gross profit.

PART Il

ITEM5. MARKET FOR THE REGISTRANT'S COMMON EQUIT Y, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market Information
Our common stock has been traded on the Nasdag@Wdrket under the symbol “QUIK” since October 1999, the date of our

initial public offering. The following table setsrth, for the periods indicated, the high and |desing sales prices for our common stock, as
reported on the Nasdaq Global Market:

High Low

Fiscal Year Ending January 1, 2012:

Fourth Quarter (through January 1, 2012) $ 3.1z % 1.92

Third Quarter (through October 2, 2011) $ 44, 3 2.2¢

Second Quarter (through July 3, 2011) $ 5.0¢ $ 2.6C

First Quarter (through April 3, 2011) $ 6.65 3 4.52
Fiscal Year Ending January 2, 2011:

Fourth Quarter (through January 2, 2011) $ 6.4€ $ 5.0C

Third Quarter (through October 3, 2010) $ 52 % 2.9C

Second Quarter (through July 4, 2010) $ 394 % 2.5¢

First Quarter (through April 4, 2010) $ 29¢ % 1.9¢

Stockholders
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The closing price of our common stock on the Nag@kpal Market was $2.52 per share on March 5, 2042 of March 5, 2012 ,
there were 38,659,885 shares of common stock owlisig that were held of record by 225 stockhold&he actual number of stockholders is
greater than this number of holders of record sthissnumber does not include stockholders whoaeeshare held in trust by other entities.

Dividend Policy

We have never declared or paid any dividends orcapital stock. We currently expect to retain fatearnings, if any, for use in the
operation and expansion of our business and dantaipate paying any cash dividends in the forakksefuture.

Equity Compensation Plan Information

The information required by this item regarding isguompensation plans is set forth under the ocaptEquity Compensation Plan
Summary" in our Proxy Statement which informatisrnicorporated by reference herein.

Shelf Registration

On August 21, 2009, the Company filed a shelf tegfion statement on Form&-which was declared effective on September 29:
On November 17, 2009, the Company issued 4,305B82@:s of common stock and warrants to purchase ap aggregate of 3,229,446 sh
of common stock in a registered direct offering emtthe shelf registration statement. The commocksaod warrants were issued in units (the
“Units”), with each Unit consisting of (i) one sleanf common stock and (ii) a warrant to purcha3® 0f a share of common stock, at a
negotiated purchase price of $1.45 per Unit. The@any received net proceeds from the offering of $8illion, net of placement agent's fees
and other offering expenses of $774,000. Undesltedf registration statement, the Company haslthigyato raise up to an additional $16.8
million through September 1, 2012. There can bassurance that such capital will be available omseacceptable to the Company.

There have been no sales of unregistered secutiti@sy the fiscal year ended January 1, 2012.
Stock Performance Graph

The following graph compares the cumulative totalim to stockholders of our common stock from Datwer 31, 2006 to
December 31, 2011 to the cumulative total returer @uch period of (i) the S&P 500 Index and (i§ ®&P Semiconductors Index. The graph
assumes that $100 was invested on December 31,2@&ckLogic's common stock and in each of tHeeotwo indices and the reinvestment
of all dividends, if any, through December 31, 2011

The information contained in the Performance Grstpdil not be deemed to be “soliciting materialtombe “filed” with the SEC, nor
shall such information be incorporated by referente any future filing under the Securities Actl&33, as amended, or the Securities
Exchange Act of 1934, as amended, except to thenettiat QuickLogic specifically incorporates it teference into any such filing. The graph
is presented in accordance with SEC requiremetaskBolders are cautioned against drawing any ceimrhs from the data contained therein,
as past results are not necessarily indicativeitoiré performance.
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COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among QuickLogic Corporation, the S&F 500 Index, andthe S&F Semiconductors Index
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00 invested on 12/31/06 in stock or index, including reinvestment of dividends.
Fiscal year ending December 31.

Copyrght® 2012 S&P, a division of The McGraw-Hill Companies Inc. All rights resemved.
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ITEM 6. SELECTED FINANCIAL DATA

Fiscal Years

2011 2010 2009 2008 2007
(in thousands, except per share amount)

Statement of Operations:

Revenue $ 20,96¢ $ 26,19¢ $ 15,07« $ 31,91C $ 34,417
Cost of revenue 8,517 9,60¢ 7,71° 14,941 19,41(
Long-lived asset impairmefit — — 15C 1,54¢ —
Gross profit 12,45 16,59( 7,20¢ 15,42« 15,007
Operating expenses:

Research and development 9,83¢ 7,45¢ 6,20: 8,18t 9,517

Selling, general and administrative 9,96¢ 10,07: 10,617 14,04¢ 17,16:

Long-lived asset impairmefit — — — 46¢ —

Restructuring cost® — — 59 50z —
Income (loss) from operations (7,349 (947) (9,670 (7,780 (11,679

Write-down of investment in TowerJazz

Semiconductor Ltd? — — — (1,399 —

Gain on sale of TowerJazz Semiconductor L

shares? 993
Interest expense (36) (67) (93 (225) (280)
Interest income and other, net (159) (46) (59 (6) 894
Income (loss) before income taxes (7,549 (62) (9,817 (9,409 (11,059
Provision for (benefit from) income taxes 50 (184) (63) (54) 75
Net income (loss) $ (7,599 $ 122§ (9,759 $ (9,359 $ (11,139
Net income (loss) per share:

Basic $ (0.2)) $ —  $ (0.32) $ (0.32) $ (0.3¢)

Diluted $ (0.27) $ —  $ (032 $ (032 $ (0.3¢)
Weighted average shares:

Basic 36,79: 35,72¢ 30,73¢ 29,65: 29,04:

Diluted 36,79: 39,03¢ 30,73¢ 29,65 29,04

January 1, January 2, January 3, December 28, December 30,
2012 2011 2010 2008 2007
(in thousands)

Balance Sheet Data:

Cash and cash equivalents $ 20,20 % 21,95¢ $ 18,19t $ 19,37¢ % 20,86¢
Working capital 22,84( 26,93 18,09" 17,40% 22,27¢
Total assets 28,96: 33,62¢ 27,60: 28,42¢ 41,42«
Long-term obligations, excluding current

portion 14€ — 264 — 2,52
Total stockholders' equity 24,93¢ 29,31 21,25¢ 21,86: 29,01¢
@ Long-lived asset impairment in 2009 consisted $150,000 non-cash charge relating to the write-dofithe carrying value of the

TowerJazz prepaid wafer credit. Long-lived assetaimment of $2.0 million in 2008 consisted of nasle charges relating to the
write-down of the carrying value of (i) the Towexdgrepaid wafer credit of about $1.3 million; (lie equipment used in the
production of a particular silicon device of $19800and (i) unutilized EDA licenses of $468,000.

@ Write-down of marketable securities consisted nba-cash charge of $1.4 million in 2008 for theterdown of our equity investme
in TowerJazz Semiconductor Ltd. to fair value.

®3) Restructuring costs of $59,000 and $502,000 in 20@D2008, respectively, consisted of additionaésmnce benefits relating to the
restructuring costs that occurred in the secondteuaf 2008.

@ During the first quarter of 2010, the Company s&@,000 of TowerJazz ordinary shares which restftedgain of $993,00

ITEM7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
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OPERATIONS

The following discussion of our financial conditiand results of operations should be read in catijom with the financial statemer
and related notes included in this Annual Reporfform 10-K. This discussion may contain forwardkiog statements based upon current
expectations that involve risks and uncertaintiefuiding those discussed under Part |, Item 1AsKMdactors.” These risks and uncertainties
may cause actual results to differ materially fritnose discussed in the forward-looking statements.

Overview

We develop and market low power customizable semdigotor solutions that enable customers to adddifferentiated features to,
extend battery life in, and improve their visuapexence with their mobile, consumer and entergiselucts. Our targeted mobile market
segments include Tablets, Smartphones, Broadbaoes&data cards, Secure Access Data cards, andeMtierprise. We are a fabless
semiconductor company designing Customer Spediéindard Products, or CSSPs, which are completérogs-specific solutions that
include a combination of silicon solution platforn®oven System Blocks, or PSBs; customer-spdoaific; software drivers; and firmware.
Our main platform families, ArcticLink and PolarRare standard silicon products. PSBs are develwpedmerous categories including Vic
and Imaging, Storage, Intelligence, Networking &edurity. PSBs that have been developed and thatvailable to customers include our
Visual Enhancement Engine, or VEE, Display Poweti®iger, or DPO, and Background Color CompensaB@() technologies;
SDHD/eMMC Host Controllers; USB 2.0 On-The-Go withlY; MIPI Host/Device with DPHY, LVDS, MDDI Clienwith PHY; High Speed
UARTS; Pulse Width Modulators; SPI and 12C hostspldy-specific functions such as RGB-split andnkeaRecyclers; and Data Performance
Manager, or DPM, for accelerated sideloading times.

The variety of PSBs offered by us allows systenigihess to combine multiple discrete chips ontorglei CSSP, simplifying design
and board layout, lowering BOM cost, and accelegatime-to-market. The programmable fabric of thefprms is used for adding
differentiated features and also provides flextipilo address hardware-based product requiremeitkly.

Utilizing a focused customer engagement model, weket CSSPs to Original Equipment Manufacturer©BMs, and Original
Design Manufacturers, or ODMs, that offer diffefateéd mobile products. Our solutions enable OEMs@BMs to add new features, extend
battery life, and improve the visual experiencéheir handheld mobile devices. In addition to wodkdirectly with our customers, we partner
with other companies with expertise in certain texdbgies to develop additional intellectual propereference platforms and system software
to provide application solutions. We also work witlobile processor manufacturers and companiestipgtly storage, networking or graphics
components for embedded systems.

We are transitioning from being a broad-based seppf FPGA devices to being a supplier of CSSR@rter to grow our revenue
from its current level, we will be dependent upoeareased revenue from our new products includingtiag new product platforms and
platforms still in development. We expect our besmgrowth to be driven by CSSPs and our CSSP uevgnowth needs to be strong enough
to enable us to sustain profitability while we dooe to invest in the development, sales, and niiagkef our new solution platforms, PSBs
and CSSPs. The gross margin associated with ouP€BS3yenerally lower than the gross margin offRGA products, due primarily to the
price sensitive nature of the higher volume mobdasumer opportunities that we are pursuing witisES

During 2011, we generated total revenue of $2110amiwhich represents a 20% decrease over 2010n@w product revenue was
$5.3 million which represents a 43% decrease 0020 2vhile our mature product revenue was $15.6anillvhich represents a 7% decrease
over 2010. We shipped our new products into fourodwur five target mobile market segments: Sntfaies, Broadband Access Data cards,
Mobile Enterprise and Tablet. Although we saw cmmtid demand for our mature products in 2011, wieipate that our revenue from mature
products will decline. Overall, we reported a reetsl of $7.6 million for 2011.

Critical Accounting Policies and Estimates

The methods, estimates and judgments we use igiagmur most critical accounting policies haveagn#icant impact on the results
we report in our consolidated financial statemefite SEC has defined critical accounting policiesh@se that are most important to the
portrayal of our financial condition and resultsopierations and require us to make our most diffexud subjective judgments, often as a result
of the need to make estimates of matters than&exéntly uncertain. Based on this definition, otitical policies include revenue recognition
including sales returns and allowances, valuatfdnwventories including identification of excessagptities and product obsolescence, allow.
for doubtful accounts, valuation of investmentduation of long-lived assets, measurement of stmeéed compensation, accounting for
income taxes, and
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estimating accrued liabilities. We believe thatapply judgments and estimates in a consistent nmatethat such consistent application
results in consolidated financial statements amgapanying notes that fairly represent all peripassented. However, any factual errors or
errors in these judgments and estimates may hawaerial impact on our financial statements.

Revenue Recognitic

We supply standard products which must be progradriveéore they can be used in an application. Oatlyeets may be programmed
by us, distributors, end-customers or third parii@&sce programmed, our parts cannot be erasedteréfore, programmed parts are generally
only useful to a specific customer.

We recognize revenue as products are shippeddéaee of an arrangement exists, delivery has ceduthe sales price is fixed or
determinable, collection of the resulting receieaislreasonably assured and product returns aserrehly estimable. Revenue is recognized
upon shipment of both programmed and unprogramraed p OEM customers, provided that legal titld aak of ownership have transferr

During the fourth quarter of 2008 and the first eiaof 2009, we renegotiated our agreements withdgstributors. Under the new
agreements, post shipment price adjustments suBhipgrom Stock and Debits, or SSD, have beenietitad and parts held by the distributor
may be returned for quality reasons only understamdard warranty policy. Revenue was recognizedh tige shipment of programmed and
unprogrammed parts to distributors throughout 2011.

Software revenue from sales of design tools isgeized when persuasive evidence of an agreemestsegelivery of the software
has occurred, no significant Company obligationthwégard to implementation or integration rem#ie, fee is fixed or determinable and
collection is reasonably assured.

Valuation of Inventories

Inventories are stated at the lower of standartl @oset realizable value. Standard cost approx@mattual cost on a first-in, first-out
basis. We routinely evaluate quantities and vatdesir inventories in light of current market cotiolis and market trends and record reserves
for quantities in excess of demand and productlessence. The evaluation may take into considerdtistoric usage, expected demand,
anticipated sales price, the stage in the prodfiectycle of our customers' products, new prodestsopment schedules, the effect new
products might have on the sale of existing praglymtoduct obsolescence, customer design actoustomer concentrations, product
merchantability and other factors. Market condigi@ne subject to change. Actual consumption ofrittwées could differ from forecasted
demand and this difference could have a materiphthon our gross margin and inventory balancescas additional provisions for excess
or obsolete inventories or a benefit from invergsnpreviously written down. We also regularly rewide cost of inventories against estimated
market value and record a lower of cost or mar&serve for inventories that have a cost in excesstomated market value, which could have
a material impact on our gross margin and invenbafgances based on additional write-downs to redizable value or a benefit from
inventories previously written down.

Our semiconductor products have historically hadrmmsually long product life cycle and obsolescdma® not been a significant
factor in the valuation of inventories. Howeveryas pursue opportunities in the mobile market aomtioue to develop new products, we
believe our new product life cycle will be shoréerd increase the potential for obsolescence. Afgignt decrease in demand could result it
increase in the amount of excess inventory on hatidough we make every effort to ensure the aanucd our forecasts of future product
demand, due to our small customer base and lifd@8P engagements, any significant unanticipatexdgesain demand could have a
significant impact on the value of our inventondaur results of operations.

Valuation of Investments

At January 1, 2012 , we held 644,543 availablestle TowerJazz ordinary shares valued at approzlynd#06,00Q all of which wa
recorded as a short-term investment. Our investisenarked to market on our balance sheet at tHeo&aach reporting period with the
change in unrealized market value reflected incamsolidated statement of comprehensive incontaelfnarket value of the shares were to
decline below the carrying value and if the declsmdetermined to be “other than temporary,” we Maecord a write-down of marketable
securities as a charge to our statement of opesadind reduce the carrying value of the shares.

The TowerJazz shares which we purchased in 2002@0® as part of our wafer supply agreement wetairndd at an average price
of $12.84 per share and $5.46 per share, resphctivie wrote down the cost of these shares duedttirtes in their market value that we
determined to be “other than temporary” by $15.lliom between 2001 and 2008. This

25




Table of Contents

determination included factors such as market vahgethe period of time that the market value heehtbelow the carrying value. In 2014e
had a net ending balance of an unrealized gaiid8,272 . The carrying value of the TowerJazz @dirshares was $0.63 per share as of the
end of 2011 .

Valuation of Long-Lived Assets

We assess whether the value of identifiable intalegiand long-lived assets, including property eqdipment and prepaid wafer
credits, has been impaired annually and whenewantewr changes in circumstances indicate thatahging value of an asset or asset group
may not be recoverable. There were no significactiors that could trigger an impairment review dgithe fiscal year 2011.

Our assessment of possible impairment is basedioalulity to recover the carrying value of an aggeasset group from their
expected future pre-tax cash flows, undiscountetveithout interest charges, of the related openatidf these cash flows are less than the
carrying value of the asset or asset group, wegrgze an impairment loss for the difference betwestimated fair value and carrying value,
and the carrying value of the related assets isoedi by this difference. The measurement of impaitmequires management to estimate
future cash flows and the fair value of long-liveeskets.

Stock-Based Compensation

We account for stock-based compensation underrthésions of the amended authoritative guidancerafated interpretations which
require the measurement and recognition of expeziated to the fair value of stock-based compeosativards. The fair value of stock-based
compensation awards is measured at the grant ddteeameasured upon modification, as appropria¢¢einining the appropriate fair value
model and calculating the fair value of stock-baasedrds at the date of grant require judgment.

We use the Black-Scholes option pricing model toreste the fair value of employee stock options aglts to purchase shares under
the Company's 1999 Employee Stock Purchase Pl&SBP, consistent with the provisions of the ameraehoritative guidance. This fair
value is expensed on a straight-line basis overdtaisite service period of the award. Using thecB-Scholes pricing model requires us to
develop highly subjective assumptions includingekpected term of awards, expected volatility of stack, expected risk-free interest rate
and expected dividend rate over the term of the@waur expected term of awards is based primanilpur historical experience with similar
grants. Our expected stock price volatility fortbetock options and ESPP shares is based on tieeihigolatility of our stock, using the daily
average of the opening and closing prices and medastsing historical data appropriate for the elgubterm. The risk-free interest rate
assumption approximates the risk-free interestohteTreasury Constant Maturity bond with a mayuaipproximately equal to the expected
term of the stock option or ESPP shares.

In addition to the assumptions used in the BlackeS8s pricing model, the amended authoritative guég requires that we recognize
compensation expense only for awards ultimatelyeetqul to vest; therefore we are required to devatopstimate of the historical pre-vest
forfeiture experience and apply this to all stoasdéd awards. The fair value of restricted stockrdsyar RSAs, and restricted stock units, or
RSUs is based on the closing price of our commaocksbn the date of grant. RSA and RSU awards widsh with service are expensed over
the requisite service period. RSA and RSU awardstwére expected to vest based on the achieverhanperformance goal are expensed
the estimated vesting period. We regularly revieevdssumptions used to compute the fair value o$tmek-based awards and we revise our
assumptions as appropriate. In the event that gegaums used to compute the fair value of our stbaked awards are later determined to be
inaccurate or if we change our assumptions sigmitiy in future periods, stodkased compensation expense and our results oftmperaoulc
be materially impacted. See Note 11 of our conatdid financial statements.

Accounting for Income Tax

As part of the process of preparing our finandiatesnents, we are required to estimate our incaxestin each of the jurisdictions in
which we operate. This process involves estimadimgactual current tax exposure together with a&isggemporary differences resulting from
different tax and accounting treatment of itemshsass deferred revenue, allowance for doubtful aetsy the impact of equity awards,
depreciation and amortization and employee relatetduals. These differences result in deferrecssets and liabilities, which are includec
our balance sheets. We must then assess the tikelihat our deferred tax assets will be recovéad future taxable income and to the ex
we believe that recovery is not more likely tham, mee must establish a valuation allowance. Toetktent we establish a valuation allowanc
increase this allowance in a period, we must inelaid expense within the tax provision in the stat@nof operations.

Significant management judgment is required in mhet@ng our provision for income taxes, our defdrtax assets
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and liabilities and any valuation allowance recdrdgainst our net deferred tax assets. Our deféaredssets, consisting primarily of net
operating loss carryforwards, amounted to $56.Haniks of the end of 2011 . We have also recoededluation allowance of $56.1 million as
of the end of 2011 due to uncertainties relatenltoability to utilize our U.S. deferred tax asdedfore they expire. The valuation allowance is
based on the uncertainty of our estimates of t&xaigiome and the period over which we expect towecour deferred tax assets.

Estimating Accrued Liabilitie

We review our accounts payable and accrued lisdslat the end of each reporting period and ad@biities as appropriate. During
this analysis, we consider items such as manufiagtactivity, commitments made to or the level ofiwty with vendors, payroll and other
employee-related commitments, historic spendindgkted spending and anticipated changes in theo€sstvices.
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Results of Operations

The following table sets forth the percentage wErmie for certain items in our statements of oparatfor the periods indicated:

Fiscal Years
2011 2010 2009

Statement of Operations:
Revenue 100.C% 100.C% 100.C %
Cost of revenue 40.€ % 36.7 % 51.2%
Long-lived asset impairment —% — % 1.C%
Gross profit 59.4% 63.2% 47.€%
Operating expenses:

Research and development 46.€% 29.C% 41.2%

Selling, general and administrative 47.5% 38.4% 70.£%

Restructuring costs — % — % 0.4%
Income (loss) from operations (35.0% (4.2)% (64.2)%
Gain on sale of TowerJazz Semiconductor Ltd. — % 3.8% — %
Interest expense (0.2)% (0.9% (0.€)%
Interest income and other (expense), net (0.8% (0.2)% (0.4)%
Income (loss) before income taxes (36.0% (0.9% (65.2)%
Provision for (benefit from) income taxes 0.2% (0.7% (0.4)%
Net income (loss) (36.2% 0.4% (64.9%

Fiscal Years
2011 2010 2009

Revenue by product family” (in thousands):

New products $ 5,32¢ $ 9,38¢ $ 4,87

Mature products 15,64: 16,81 10,197

Total revenue $ 20,96¢ $ 26,19¢ $ 15,07

@ For all periods presented: New products represemtyzts introduced since 2005, and include Arctigl’i, ArcticLink II, ArcticLink
11, Eclipse™ II, PolarPrd, PolarPro 1l, and QuickPCIl. Mature products include Eclipse, EclipsePIW&SHC 1, pASIC 2, pASIC
3, QuickFC, QuickMIPS, QuickPCl, QuickRAR] and V3, as well as royalty revenue, programmiagitvare and software.

Comparison of Fiscal Years 2011 and 2010

Revenue The table below sets forth the changes in revémutéscal year 2011 as compared to fiscal yed®2(n thousands, except
percentage data):

Fiscal Years
2011 2010
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change

Revenue by product lin€:
New products $ 5,32¢ 25% $ 9,38¢ 36% $ (4,062) (43)%
Mature products 15,64 75% 16,81 64% (1,16¢) (7)%

Total revenue $ 20,96¢ 10% $ 26,19¢ 10(% $ (5,230 (20)%
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@ For all periods presented: New products represemtyzts introduced since 2005, and include ArctikliArcticLink I, ArcticLink IlI,
Eclipse Il, PolarPro, PolarPro I, and QuickPCIMature products include Eclipse, EclipsePlus, gfA3%) pASIC 2, pASIC 3, QuickFC,
QuickMIPS, QuickPCI, QuickRAM, and V3, as well ayalty revenue, programming hardware and software.

The decrease in revenue was due to decreases iantkin mature product revenue. New product revevasenegatively impacted by
an over-supply of inventory already in the charfoebur broadband data card and mobile enterpristomers and by reduced demand from a
secure data card customer due to design chan@®4.in The mature product revenue was negativedctdtl by low bookings from our
customers in the aerospace, test and instrumemtsgictors in 2011. One of our U.S. customers, @sioly primarily pASIC 3 devices,
accounted for 15% and 11% of total revenue in figears 2011 and 2010 , respectively.

In order to grow our revenue from its current leved are dependent upon increased revenue fromesuproducts, especially
revenue from CSSPs designed using our ArcticLimctidLink 11, ArcticLink Ill, PolarPro and PolarPrid solution platforms and the
development of additional new products and CSSPs.

We continue to seek to expand our revenue, inctudinmsuing high volume sales opportunities in anget market segments, by
providing CSSPs incorporating intellectual propestigh as our VEE/DPO technologies, boot from math&®&ND or industry standard
interfaces such as USB 2.0 OTG, SDIO and integrditee electronics, or IDE, PS2, 12C, SPI, PWM &egboard controllers. Our industry is
characterized by intense price competition andolaelr margins as order volumes increase. While wigntarge volume sales opportunities \
increase our revenue, we believe these opportaniigey decrease our gross profit as a percentageefue.

Gross Profit. The table below sets forth the changes in grasftpor fiscal year 2011 as compared to fiscalry2@10 (in thousands,
except percentage data):

Fiscal Years
2011 2010
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change
Revenue $ 20,96¢ 100% $ 26,19¢ 10% $ (5,230) (20)%
Cost of revenue 8,517 41% 9,60¢ 37% (1,099 (11)%
Gross Profit $ 12,45; 58% $ 16,59( 63% $ (4,13¢) (25)%

The $4.1 million decrease in gross profit in 208kampared to 2010 was mainly due to lower revenigéer inventory reserve and
higher unabsorbed overhead. The inventory resease$#10,000 and $112,000 in 2011 and 2010, respBctThe increase in inventory
reserve was primarily related to our PolarPro aoldf®ro Il product family. In addition, the decreas gross profit was offset by the sale of
previously reserved inventories of $336,000 andD$E®0 in 2011 and 2010 , respectively.

Our semiconductor products have historically hémhg product life cycle and obsolescence has nen lzesignificant factor in the
valuation of inventories. However, as we pursueoopmities in the mobile market and continue toedlep new CSSPs and products, we
believe our product life cycle will be shorter a@ndrease the potential for obsolescence. We atpdady review the cost of inventories against
estimated market value and record a lower of costarket reserve for inventories that have a gosicess of estimated market value. This
could have a material impact on our gross margthiaventory balances based on additional write-dotemet realizable value or a benefit
from inventories previously written down.

Operating ExpensesThe table below sets forth the changes in opayatipenses for fiscal year 2011 as compared talfiggar 2010
(in thousands, except percentage data):
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Fiscal Years
2011 2010
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change
R&D expense $ 9,83¢ 47% $ 7,45¢ 29% $ 2,37¢ 32%
SG&A expense 9,96¢ 48% 10,07: 38% (108) ()%
Total operating expenses $ 19,80: 95% $ 17,53 67% $ 2,27( 13%

Research and Development Expen®eir research and development expenses consistnilsiraf personnel, overhead and other costs
associated with engineering process improvemenagrammable logic design, CSSP design and softdewelopment. Research and
development expense was $9.8 million and $7.5onilih 2011 and 2010 , respectively, which represA7% and 29% of revenue for those
periods. The $2.4 million increase in R&D expenged011 as compared to 2010 is attributable pritpdoia $1.8 million or 109% increase in
outside services due to an increased level of thartly chip design costs; a $308,000 increaserimpemsation expenses due to salary
reinstatement in the second half of 2010; and & $&® increase in depreciation expense includinmsk set write-off of $119,000; and a
$114,000 increase in purchased IP.

Selling, General and Administrative Expen&ur selling, general and administrative expensesisbprimarily of personnel and
related overhead costs for sales, marketing, fieamgministration, human resources and legal.ifeljeneral and administrative, or SG&A,
expense was $10.0 million and $10.1 million in 2@bd 2010 , respectively, which represented 48%3886lof revenue for those periods. T
$108,000 decrease in SG&A expenses in 2011 as cenhpa 2010 is attributable primarily to a $517,@0@2% decrease in stock-based
compensation expenses and a $100,000 or 3% dedneastside services due to a decrease in salemgions paid to third party sales
representatives. This decrease was partially offget $273,000 or 6% increase in compensation esqzetiue to salary reinstatement in the
second half of 2010; a $133,000 or 19% increaseirel and entertainment expenses; and a $100j000% increase in other employee costs.

Gain on Sale of TowerJazz Sharesthe first quarter of fiscal year 2010, we soliD;000 of the TowerJazz ordinary shares which
resulted in a realized gain of $993,000.

Interest Expense and Interest Income and Other, net

The table below sets forth the changes in intenggénse and interest income and other, net for 88<bmpared to 2010 :

Fiscal Years Change
2011 2010 Amount Percentage
(in thousands)
Interest expense $ 36 $ 67) $ 31 (46)%
Interest income and other, net (159 46) $ (113 24€ %
$ (195) $ 113 $ (82 73 %

The decrease in interest expense is due primarilye reduction of our average debt obligation38G5000 in 2011 from $1.5 million
in 2010 . The change in interest income and otietryvas due primarily to the other tax expensdsidicg U.S. sales and use tax and business
taxes in foreign jurisdictions, and foreign exchatgsses in 2011 as compared to 2010 .

We conduct a portion of our research and developmgivities in Canada and India and we have salelsmarketing activities in
various countries outside of the United States.tMbshese international expenses are incurreddallcurrency. Foreign currency transaction
gains and losses are included in interest and atheme (expense), net, as they occur. We do retlasvative financial instruments to hedge
our exposure to fluctuations in foreign currency,aherefore, our results of operations are antowittinue to be susceptible to fluctuations in
foreign exchange gains or losses.

Provision for (Benefit from) Income TaxeBhe table below sets forth the changes in provi&oifbenefit from) income taxes f@011
as compared to 2010 :
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Fiscal Years Change
2011 2010 Amount Percentage
(in thousands)
Income tax provision (benefit) $ 50 $ 184 $ 234 (127)%

The income tax expense (benefit) for 2011 and 20&Qrimarily for our foreign operations which amst-plus entities. Included
within the benefit from income taxes for 2010 wasoat of period adjustment relating to an intraperiax allocation resulting from the
unrealized gains on our investment in TowerJaze. 8djustment in 2010 had the impact of increadiedoenefit from income taxes by
$209,000 for the year.

As of the end of 2011 , our ability to utilize durS. deferred tax assets in future periods is daiceand, accordingly, we have
recorded a full valuation allowance against thatezl U.S. tax asset. We will continue to assessefizability of deferred tax assets in future
periods.

As of the end of 2011 , we had net operating lassyforwards for federal and state tax purposespptoximately $97.8 million and
$46.1 million , respectively. These carryforwarflsot utilized to offset future taxable income andome taxes payable, will expire beginning
in 2012 for federal and state purposes.

Stock-Based CompensatioRor 2011 and 2010 , stock-based compensatioretbgl.7 million and $2.4 million , respectivelydan
was included in the statement of operations asvd|(in thousands):

Fiscal Years Change
2011 2010 Amount Percentage
Cost of revenue $ 131 % 16 $ (39) (22)%
Research and development 45¢ 64= (187 (29)%
Selling, general and administrative 1,087 1,60¢ (517 (32)%
Total costs and expenses $ 167¢ $ 2418 § (742) (31)%

In 2010 , we granted RSUs in lieu of cash compémsatotal stock-based compensation related to RBWUsu of cash was $414,000
in 2010 . We issued net shares for the vested R@itifjolding shares in settlement of employee ti#tkhwolding obligations.

The amount of stock-based compensation includéaventories at the end of 2011 and 2010 was no¢riahtind there was no tax
effect on the financial statements for all peripdssented.

Comparison of Fiscal Years 2010 and 2009

Revenue The table below sets forth the changes in revéouiscal year 2010 as compared to fiscal ye&y%20n thousands, except
percentage data):

Fiscal Years
2010 2009
) % of Total % of Total Year-Over-Year
Revenue by product line o Amount Revenues Amount Revenues Change
New products $ 9,38¢ 36% $ 4,871 32% $ 4,511 93%
Mature products 16,81 64% 10,19 68% 6,61< 65%
Total revenue $ 26,19¢ 100% $ 15,07/ 100% $ 11,12¢ 74%

@ For all periods presented: New products represemtyzts introduced since 2005, and include Arctikl.iArcticLink I, ArcticLink 111,
Eclipse Il, PolarPro, PolarPro I, and QuickPCIMature products include Eclipse, EclipsePlus, fA3%) pASIC 2, pASIC 3, QuickFC,
QuickMIPS, QuickPCI, QuickRAM, and V3, as well ayalty revenue, programming hardware and software.
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The increase in revenue was due to increases Industnew and mature product lines. The increasewm product revenue was
mainly driven by continued production shipmentsiefv CSSPs to the wireless broadband access ddtarmdsecure access data card
segments during 2010. The increase in mature pteduenue primarily resulted from continued custodemand for pASIC 3 products. One
of our U.S. customers, purchasing primarily pASI@e¥ices, accounted for 11% and 10% of total regenuhe fiscal years of 2010 and 2009,
respectively.

In order to grow our revenue from its current lewved are dependent upon increased revenue fromesuproducts, especially
revenue from CSSPs designed using our ArcticLinktiLink 11, PolarPro and PolarPro Il solution fitams and the development of
additional new products and CSSPs.

We continue to seek to expand our revenue, inctudinmsuing high volume sales opportunities in angét market segments, by
providing CSSPs incorporating intellectual propestigh as boot from managed NAND or industry stashdgerfaces such as USB 2.0 OTG,
SDIO and integrated drive electronics, or IDE, P8Z, SPI, PWM and keyboard controllers. Our induss characterized by intense price
competition and by lower margins as order volumesgase. While winning large volume sales oppotigsivill increase our revenue, we
believe these opportunities may decrease our gnadis as a percentage of revenue.

Gross Profit. The table below sets forth the changes in grasftpor fiscal year 2010 as compared to fiscalry2@09 (in thousands,
except percentage data):

Fiscal Years
2010 2009
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change
Revenue $ 26,19¢ 10% $ 15,07 10(% $ 11,12¢ 74 %
Cost of revenue 9,60¢ 37% 7,71 52% 1,89« 25%
Long-lived asset impairment — —% 15C 1% (150 (200)%
Gross Profit $ 16,59( 63% $ 7,20¢ 41% $ 9,381 13C %

The $9.4 million increase in gross profit in 200campared to 2009 was mainly due to the increasevienue; a favorable variance
related to TowerJazz wafer purchases; a reducfiemaess and obsolescence inventory write-dowrsaad lower operation costs in 2010 as
compared to 2009. The sale of previously resemredritories reduced our cost of revenue by $580a@0$399,000 in 2010 and 2009,
respectively.

Our semiconductor products have historically hémhg product life cycle and obsolescence has nen laesignificant factor in the
valuation of inventories. However, as we pursueoopmities in the mobile market and continue toedep new CSSPs and products, we
believe our product life cycle will be shorter @ndrease the potential for obsolescence. We atpaady review the cost of inventories against
estimated market value and record a lower of costarket reserve for inventories that have a aosicess of estimated market value. This
could have a material impact on our gross margihiaventory balances based on additional write-dotemet realizable value or a benefit
from inventories previously written down.

Operating ExpensesThe table below sets forth the changes in opayatkpenses for fiscal year 2010 as compared talfigar 2009
(in thousands, except percentage data):

Fiscal Years
2010 2009
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change
R&D expense $ 7,45¢ 29% $ 6,20: 41% $ 1,25¢ 20%
SG&A expense 10,07: 38% 10,61: 7% (544) (5)%
Restructuring costs — —% 59 —% (59) (100%
Total operating expenses $ 17,53! 67% $ 16,87¢ 111% $ 652 4%

Research and Development Expen®ewr research and development expenses consistnilsiraf personnel, overhead
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and other costs associated with engineering prasgg®vements, programmable logic design, CSSRydesid software development.
Research and development expense was $7.5 mitidi$@.2 million in 2010 and 2009, respectively, ethiepresented 29% and 41% of
revenue for those periods. The $1.3 million incecsiasR&D expenses in 2010 as compared to 2009rib@tble primarily to a $471,000 or
28% increase in compensation expenses due to salasfatement in the second half of 2010; a $3WdF 26% increase in outside services
due to an increased level of third party chip desigsts; a $192,000 or 38% increase in depreciatipense; a $100,000 or 89% increase in
occupancy costs; a $97,000 or 86% increase inlteenkentertainment.

Selling, General and Administrative Egpse. Our selling, general and administrative esggiconsist primarily of personnel and
related overhead costs for sales, marketing, fimamdministration, human resources and legal.rf8glieneral and administrative, or SG&A,
expense was $10.1 million and $10.6 million in 2@bd 2009, respectively, which represented 38%7&86 of revenue for those periods. The
$544,000 decrease in SG&A expenses in 2010 as gechp@ 2009 resulted from our effort to realignowses with our expected revenue
outlook and was primarily due to a $734,000 or 1d¥¢rease in compensation expenses due to a deardassalcount; a $245,000 or 16%
decrease in occupancy costs; a $185,000 or 82%akexin depreciation expense. These decreasepartedly offset by a $587,000 or 26%
increase in outside services due to increased satemissions paid to third party sales represemsdti

Long-Lived Assets ImpairmentDuring 2009, we wrote down the carrying valud ofverJazz prepaid wafer credit by $150,000. A
January 2, 2011, the Company had a zero carryihg far these wafer credits.

Restructuring Costdn the fourth quarter of 2009, we recorded addalarharges of $59,000 related to benefits paiétminated
employees as part of our reduction of worldwidedeeant initiated in 2008. As of January 2, 201Lrexhaining benefits have been paid.

Gain on Sale of TowerJazz Sharestha first quarter of fiscal year 2010, we sold D0, of the TowerJazz ordinary shares which
resulted in a realized gain of $993,000.

Interest Expense and Interest Income and Other, Net

The table below sets forth the changes in intengsénse and interest income and other, net, fdd 28kcompared to 2009 :

Fiscal Years
2010 2009
(in thousands)
Interest expense $ (67) $ (93
Interest income and other, net (46) (59
$ (113 $ (247)

The decrease in interest expense is due primariiyet reduction of our average debt obligationtd$nillion in 2010 from $2.6
million in 2009. The decrease in interest income ather, net was due primarily to the interest deerease and foreign exchange losses in
2010 as compared to 2009.

We conduct a portion of our research and developmeivities in Canada and India and we have salelsmarketing activities in
various countries outside of the United States.tMbghese international expenses are incurreddallcurrency. Foreign currency transaction
gains and losses are included in interest and @theme (expense), net, as they occur. We do reotlasvative financial instruments to hedge
our exposure to fluctuations in foreign currency,aherefore, our results of operations are antlowittinue to be susceptible to fluctuations in
foreign exchange gains or losses.

Provision for (Benefit from) Income TaxeBhe table below sets forth the changes in provifoibenefit from) income taxes f@01C
as compared to 2009 :

Fiscal Years

2010 2009
(in thousands)

Income tax provision (benefit) $ (184 $ (63)
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The income tax benefits for 2010 and 2009 are priynfor our foreign operations which are cost-phrtities offset by the
monetization of prior year federal research crediitsluded within the benefit from income taxes 26010 was an out of period adjustment
relating to an intraperiod tax allocation resultingm the unrealized gains on our investment in @a&zz. The adjustment in 2010 had the
impact of increasing the benefit from income talxg$209,000 for the year.

As of the end of 2010, our ability to utilize omcbme tax loss carryforwards in future periodsnisastain and, accordingly, we have
recorded a full valuation allowance against thatesl U.S. tax asset. We will continue to assessethlezability of deferred tax assets in future
periods.

As of the end of 2010, we had net operating los/frawards for federal and state tax purposesppfaximately $97.1 million and
$42.7 million, respectively. These carryforwards)at utilized to offset future taxable income andome taxes payable, will expire beginning
in 2011 for federal and state purposes.

Stock-Based CompensatioRor 2010 and 2009 , stock-based compensatioretb&#.4 million and $2.4 million, respectively, and
was included in the statement of operations asvdl(in thousands):

Fiscal Years
2010 2009
Cost of revenue $ 16 $ 28C
Research and development 64% 57€
Selling, general and administrative 1,60¢ 1,52¢
Total costs and expenses $ 2418 § 2,38¢

In 2010 and 2009, we granted RSUs in lieu of cashpensation. Total stock-based compensation retatB&$Us in lieu of cash was
$414,000 and $490,000 in 2010 and 2009, respegtiwé issued net shares for the vested RSUs, wilrigpshares in settlement of employee
tax withholding obligations.

The amount of stock-based compensation includéavientories at the end of 2010 and 2009 was notrghiand there was no tax
effect on the financial statements for all peripdssented.

Liquidity and Capital Resources

We have financed our operating losses and capitakiments through sales of common stock, privgtigtyeinvestments, capital and
operating leases, bank line of credit and cash ftom operations. As of January 1, 2012 , our ppaksources of liquidity consisted of our
cash and cash equivalents of $20.2 million , ab#laredit under our revolving line of credit wililicon Valley Bank of $6.0 million , and our
investment in TowerJazz with a market value of agjpnately $406,000 . As of January 1, 2012 therisnaterial difference between the fair
value and the carrying amount of the debt outstapdnder the Company's line of credit and cap&asing arrangements. The borrowing ut
the Company's line of credit is subject to mairitajra tangible net worth of at least $15.0 milliamrestricted cash or cash equivalent balance
of at least $8.0 million and a quick ratio of 2&oWe plan to extend the term of the revolving dabtlity which currently runs until June 201
Upon each advance, the Company can elect a vaiigblest rate, which is the prime rate plus orilédfeone percent, or a fixed rate which is
the LIBOR plus the LIBOR rate margin. We were imgiance with all loan covenants as of the enchefdurrent reporting period.

On August 21, 2009, the Company filed a shelf tegfion statement on Form&-which was declared effective on September 29.
On November 17, 2009, the Company issued 4,305B82@s of common stock and warrants to purchase ap aggregate of 3,229,446 sh
of common stock in a registered direct offering emtthe shelf registration statement. The commocksaod warrants were issued in units (the
“Units”), with each Unit consisting of (i) one sleanf common stock and (ii) a warrant to purcha3® 0f a share of common stock, at a
negotiated purchase price of $1.45 per Unit. The@any received net proceeds from the offering of $illion, net of placement agent's fees
and other offering expenses of $774,000. Undesltedf registration statement, the Company haslthigyato raise up to an additional $16.8
million through September 1, 2012. There can bassurance that such capital will be available omseacceptable to the Company.

Most of our cash and cash equivalents were invastadJ.S. Treasury money market fund rated AAAndA@ur
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interest-bearing debt consisted of $287,606tanding under capital leases (see Note 6 dftmsolidated Financial Statements). During 2!
we sold 700,000 shares of the TowerJazz ordinagesh As of January 1, 2012 , the 644,543 remaistiages of our investment in TowerJazz
had a market value of approximately $406,000 .

Cash balances held at our foreign subsidiaries agpeoximately $950,000 and $985,000 at Janua?2@12? and January 2, 2011 ,
respectively. Earnings from our foreign subsidisuiaee currently deemed to be indefinitely reinveést¥e do not expect such reinvestment to
affect our liquidity and capital resources, andamatinuously evaluate our liquidity needs and aptth meet global cash requirements as a part
of our overall capital deployment strategy. Factehnich affect our global capital deployment strgtegclude anticipated cash flows, the ability
to repatriate cash in a tax efficient manner, fagdiequirements for operations and investment iiely acquisitions and divestitures, and
capital market conditions.

Net Cash from Operating Activitit

In 2011 , net cash used for operating activities $25 million and resulted from changes in workiagital offset by a net loss of $8
million which included $3.7 million in non-cash elyas. These non-cash charges included write-dowimy@ntories in the amount of
$710,000 to reflect excess quantities, depreciaimhamortization of our long-lived assets of $hillion , and stock-based compensation of
$1.7 million . In addition, changes in working dapiaccounts used cash of $1.4 million as a redwh decrease in accounts receivable of $2.6
million , increase in inventory of $1.1 million pdincrease in accounts payable of $312,000 . Ttesle uses were partially offset by a
decrease in deferred royalty revenue of $320,000.

In 2010, net cash used for operating activities $47,000 and resulted from changes in workingtahpffset by a net income of
$123,000 which included $2.6 million in non-caslkuges. These non-cash charges included write-dofinsentories in the amount of
$112,000 to reflect excess quantities, depreciatimhamortization of our long-lived assets of $hiltion, and stock-based compensation of
$2.4 million. In addition, changes in working capiaccounts used cash of $2.8 million as a res@honcrease in accounts receivable of $1.7
million, increase in inventory of $1.3 million, irease in other assets of $105,000, and decreaseaunts payable of $352,000. These cash
uses were partially offset by an increase in aattiadbilities and other long term liabilities of $6,000.

In 2009, net cash used for operating activities $&3 million and resulted from a net loss of $®i8ion, which included $5.3 milliol
of non-cash charges. These non-cash charges inchadie-downs of inventories in the amount of $408) to reflect excess quantities,
depreciation and amortization of our long-livedeas®f $1.8 million, stock-based compensation o $illion, long-lived asset impairment of
$150,000, and a utilization of TowerJazz prepaifewaredits of $443,000. In addition, changes inkirgy capital accounts used cash of $1.2
million as a result of a decrease in deferred ineamd royalty revenue of $274,000, increased irovesg of $637,000, a decrease in accrued
liabilities of $437,000 and an increase in accouateivable of $711,000. These cash uses weralbadifset by a decrease in other assets of
$413,000 and an increase in accounts payable @&,$d8 due to the timing of expenditures and pureltisnventories at the end of 2009.

Net Cash from Investing Activiti

Net cash used by investing activities for 2011 $886,000 , resulting from capital expenditures marit@arily to acquire
manufacturing equipment.

In 2010 and 2009 , net cash used for investinyitie was $270,000 and $124,000 , respectively, @sult of capital expenditures
made primarily to acquire software used in the t@ment and production of our products and soltion

Net Cash from Financing Activitie

In 2011 , net cash provided by financing activitiess $1.6 million , resulting from $2.0 million pfoceeds related to the issuance of
common shares to employees under our equity ptemtially offset by payments of $408,000 undertdrens of our debt and capital lease
obligations.

In 2010, net cash provided by financing activitiess $3.6 million, resulting from $6.0 million ingeeds from the revolving line of
credit and $6.0 million of proceeds related to wats exercised by private stockholders and thessiof common shares to employees under
our equity plans, partially offset by payments 8f4million under the terms of our debt and capéake obligations.

In 2009, net cash provided by financing activitiess $4.6 million, resulting from payments of $9.0lion under the terms of our debt
and capital lease obligations, partially offset#80 million in proceeds from the revolving linea&dit and
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$5.6 million of proceeds related to the issuanceoofimon shares under the registered direct offexrimbto employees under the equity plans.

We require substantial cash to fund our busineesieder, we believe that our existing cash resounékde sufficient to fund
operations and capital expenditures, and providegjaate working capital for at least the next twehanths. After the next twelve months, our
cash requirements will depend on many factorsuitiog our level of revenue and gross profit, thekabacceptance of our existing and new
products, the levels at which we maintain inver®@nd accounts receivable, costs of securing swceslequate manufacturing capacity, new
product development efforts, capital expendituras the level of our operating expenses.

Contractual Obligations and Commercial Commitments

The following table summarizes our contractual gditions and commercial commitments as of the er&Dbi and the effect such
obligations and commitments are expected to havauotiquidity and cash flows in future fiscal peals (in thousands):

Payments Due by Period

More than

Total Less than 1 year 1-3 Years 3 Years
Contractual cash obligations:
Operating leases $ 591 $ 54C % 51 % —
Wafer purchase$ 532 532 — —
Other purchase commitments 3,47¢ 2,72¢ 75C —
Total contractual cash obligations 4,60z 3,801 801 —
Other commercial commitmerits
Capital lease obligations 287 141 14¢€ —
Total commercial commitments 287 141 14¢€ —
Total contractual obligations and commercial
commitments’ $ 4,88¢ $ 3,94: $ 947 $ —

S Certain of our wafer manufacturers require us tedast wafer starts several months in advance.ré/ecenmitted to take delivery of

and pay for a portion of forecasted wafer volumef&¥ purchase commitments of $532,000 include fiothpurchase commitments
and a portion of our forecasted wafer starts abefnd of 2011 .

@ Other commercial commitments are included as ligsl on our balance sheets as of the end of 2011

® Does not include unrecognized tax benefits of $J0 & of the end of 2011See Note !

Concentration of Suppliers

We depend on a limited number of contract manufacsy subcontractors, and suppliers for wafer &abion, assembly, programming
and testing of our devices, and for the supplyropmming equipment. These services are typigatlyided by one supplier for each of our
devices. We generally purchase these single otddrdource services through standard purchasesoiBiecause we rely on independent
subcontractors to perform these services, we catirettly control product delivery schedules, castsjuality levels. Our future success also
depends on the financial viability of our indepemidgubcontractors. These subcontract manufactprecsice products for other companies
we must place orders in advance of expected dglives a result, we have only a limited ability gact to fluctuations in demand for our
products, which could cause us to have an excessloortage of inventories of a particular prodant] our ability to respond to changes in
demand is limited by these suppliers' ability toyide products with the quantity, quality, cost dingeliness that we require. The decision not
to provide these services to us or the inabilitgupply these services to us, such as in the daseatural or financial disaster, would have a
significant impact on our business. Increased deinfizmm other companies could result in these suttaohmanufacturers allocating available
capacity to customers that are larger or have teng-supply contracts in place and we may be untalbdbtain adequate foundry and other
capacity at acceptable prices, or we may experidatagys or interruption in supply. Additionally, latility of economic, market, social and
political conditions in countries where these sigyploperate may be unpredictable and could résaltreduction in product revenue or
increase our cost of revenue and could advers#édgtadur business, financial condition and resoltsperations.

Off-Balance Sheet Arrangements
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We do not maintain any off-balance sheet partnpsstarrangements or other relationships with unalateted entities or others, often
referred to as structured finance or special pwrgodities, which are established for the purpddedilitating off-balance sheet arrangements
or other contractually narrow or limited purposes.
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Recently Issued Accounting Pronouncements

In May 2011, the Financial Accounting StandardsBd&é-ASB”") issued Accounting Standards Update ((&pNo. 2011-04, “Fair
Value Measurement (Topic 820): Amendments to Aahi@emmon Fair Value Measurement and Disclosure iRegents in U.S. GAAP and
IFRSs”, which is intended to improve comparabitfyfair value measurements presented and disciosi@thncial statements prepared in
accordance with U.S. generally, accepted accouptimgiples and International Financial Reportirtgriélards. This standard clarifies the
application of existing fair value measurement regquents including (1) the application of the highand best use valuation premise, (2) the
methodology to measure the fair value of an inséwielassified in a reporting entity’s shareholtetpiity, (3) disclosure requirements for
guantitative information on Level 3 fair value megsments and (4) guidance on measuring the fairevaf financial instruments managed
within a portfolio. In addition, the standard res additional disclosures of the sensitivity of falue to changes in unobservable inputs for
Level 3 securities. This standard is effectiveifierim and annual reporting periods ending onfearddecember 15, 2011. Based on the
Company’s evaluation of the ASU, the adoption of/AZ11-04 will not have material impact on the Camygs financial statements.

In June 2011, the FASB issued ASU No. 2011-05,s@n&ation of Comprehensive Income”, which requihes comprehensive
income be presented either in a single continutaterment of comprehensive reclassification adjustsr items that are reclassified from
other comprehensive income to net earnings. Thisdsird no longer allows companies to present coemgerof other comprehensive income
only in the statement of equity. This standardfisative for interim and annual reporting periogymning after December 15, 2011. The
adoption of this guidance is not expected to hasigmificant impact on the Company’s financial stagnts other than the prescribed change in
presentation.

In December 2011, the FASB issued ASU No. 2011*Balance Sheet (Topic 210)—Disclosures about OfifsgtAssets and
Liabilities” (“ASU 2011-11"). The update requirestiies to disclose information about offsettinglaelated arrangements of financial
instruments and derivative instruments. ASU 2011sldffective for the Company in the first quantéits fiscal year ending June 30, 2014
(“fiscal 2014"). The Company currently believesréhavill be no significant impact on its financiaghtements.

In December 2011, the FASB issued ASU 2011-12, “Prefmensive Income (Topic 220) — Deferral of theeEfifre Date for
Amendments to the Presentation of Reclassificatiditems Out of Accumulated Other Comprehensivaine in Accounting Standards
Update No. 2011-05. ASU 2011-12 defers only thdsmges in Update No. 2011-05 that relate to thegmtation of the reclassification
adjustments. Under the amendments in Update Nd.-B81entities are required to present reclassifineadjustments and the effect of those
reclassification adjustments on the face of tharfeial statements where net income presented,iopa@oent of net income, and on the face of
the financial statements where other comprehernigoame is presented, by component of other commsthe income. In addition, the
amendments in Update No. 2011-05 require thatssifleation adjustments be presented in interirarfial periods. This standard is effective
for interim and annual reporting periods beginréfigr December 15, 2011. The adoption of this guidds not expected to have a significant
impact on the Company’s financial statements attii@n the prescribed change in presentation.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Interest Rate Risk

Our exposure to market rate risk for changes erést rates relates primarily to our investmentfplo and variable rate debt. We do
not use derivative financial instruments to manageinterest rate risk. We are adverse to prindipgd and ensure the safety and preservation
of invested funds by limiting default, market riskd reinvestment risk. Our investment portfoligénerally comprised of investments that
meet high credit quality standards and have asio®ndary and resale markets. Since these sesuiesubject to interest rate risk, they ci
decline in value if interest rates fluctuate athié liquidity of the investment portfolio were tbange. Due to the short duration and conserv
nature of our investment portfolio, we do not aiptite any material loss with respect to our investhportfolio. A 10% move in interest rates
as of the end of 2010 would have an immaterialc¢id@ our financial position, results of operati@msl cash flows.

Foreign Currency Exchange Rate Risk

All of our sales and cost of manufacturing aredearted in U.S. dollars. We conduct a portion ofresearch and development
activities in Canada and India and have sales arétating offices in several locations outside & tnited States. We use the U.S. dollar as
our functional currency. Most of the costs incuragédhese international locations are in local @ncy. If these local currencies strengthen
against the U.S. dollar, our payroll and other l@goenses will be higher than we currently antitgp Since our sales are transacted in U.S.
dollars, this negative impact on expenses wouldeatffset by any positive effect on revenue. Ofiegeexpenses denominated in foreign
currencies were approximately 16%, 16%, and 18%taf operating expenses in 2011 , 2010 , and 2088pectively. A majority of these
foreign expenses were incurred in Canada. A cuyrerchange rate fluctuation of 10% would have cdure operating expenses to changt
approximately $319,000 in 2011 .

Equity Price Risk

Our exposure to equity price risk for changes imkatvalue relates primarily to our investment imwierJazz. TowerJazz's ordinary
shares trade on the Nasdaqg Global Market undesytimbol “TSEM”. Since these securities are publichded on the open market, they are
subject to market fluctuations. Temporary markettillations are reflected by increasing or decregtbia presented value of the related
securities and recording “accumulated other conmgmeive income (loss)” in the equity section of ltladance sheet. An “other than temporary”
decline in market value is reflected by decreasfiregcarrying value of the related securities amdnmding a charge to operating expenses in the
income statement. We wrote down the value of theefdazz shares due to an “other than temporanjingein their market value by $15.1
million between 2001 and 2008. The determinati@t the decline in market value was “other than teragy” included factors such as the tt
current market value and the period of time thatrttarket value had been below the carrying valaoh of the respective periods. In 2011 ,
we had a net ending balance of an unrealized g&$4 18,272 . The carrying value of the TowerJadirary shares was $0.63 per share as of
the end of 2011 .

There have been no changes since the end of théskzd year, in the risk exposures described atmvthe management of such
exposures and there are no expected changes gowmgrél.
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Report of Independent Registered Public Accountindgrirm
To the Board of Directors and Shareholders of Quigic Corporation:

In our opinion, the consolidated financial statetadisted in the accompanying index present faifyall material respects, the
financial position of QuickLogic Corporation and gubsidiaries at January 1, 2012 and Januaryl2,,2dhd the results of its operations anc
cash flows for each of the three years in the pegimded January 1, 2012 in conformity with accaunfirinciples generally accepted in the
United States of America. In addition, in our opimj the financial statement schedule listed uniden L5 (a) (2) presents fairly, in all material
respects, the information set forth therein whexdr@ conjunction with the related consolidatedficial statements. Also in our opinion, the
Company maintained, in all material respects, éffednternal control over financial reporting asJanuary 1, 2012 , based on criteria
established in Internal Control-Integrated Framdwssued by the Committee of Sponsoring Organinatif the Treadway Commission
(COSO0). The Company's management is responsibtbdse financial statements and financial statemsemgdule, for maintaining effective
internal control over financial reporting and ftg assessment of the effectiveness of internaralooter financial reporting included in
Management's Annual Reports on Internal Controlr@eancial Reporting under item 9A. Our resporigibis to express opinions on these
financial statements, on the financial statemehéduale, and on the Company's internal control émancial reporting based on our integrated
audits. We conducted our audits in accordance tiv@éhstandards of the Public Company Accounting €lgat Board (United States). Those
standards require that we plan and perform thetsitmbbtain reasonable assurance about whethéintiveial statements are free of material
misstatement and whether effective internal cordvelr financial reporting was maintained in all eral respects. Our audits of the financial
statements included examining, on a test basideaee supporting the amounts and disclosures ifirthecial statements, assessing the
accounting principles used and significant estimatade by management, and evaluating the ovemaltdial statement presentation. Our a
of internal control over financial reporting incled obtaining an understanding of internal contx@rdinancial reporting, assessing the risk
a material weakness exists, and testing and ewadute design and operating effectiveness of ivaliecontrol based on the assessed risk. Our
audits also included performing such other proceslas we considered necessary in the circumstaieebelieve that our audits provide a
reasonable basis for our opinions.

A company's internal control over financial repogtis a process designed to provide reasonableassgsuregarding the reliability of
financial reporting and the preparation of finahsiatements for external purposes in accordantegenerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures thakefifain to the maintenance of records tha
reasonable detail, accurately and fairly refleettiiansactions and dispositions of the assetseoédmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (iii) provide readdeassurance regarding prevention or timely detecf unauthorized acquisition, use, or
disposition of the company's assets that could hawvaterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or détmisstatements. Also, projections
of any evaluation of effectiveness to future pesiade subject to the risk that controls may becoméequate because of changes in condit
or that the degree of compliance with the poligeprocedures may deteriorate.

/sl PricewaterhouseCoopers LLP
San Jose, California

March 9, 2012
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QUICKLOGIC CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share amounts)

Statement of Operations:
Revenue
Cost of revenue
Long-lived asset impairment
Gross profit
Operating expenses:
Research and development
Selling, general and administrative
Restructuring costs
Income (loss) from operations
Gain on sale of TowerJazz Semiconductor Ltd. Shares
Interest expense
Interest income and other, net
Income (loss) before income taxes
Provision for (benefit from) income taxes
Net income (loss)
Net Income (loss) per share:

Basic

Diluted
Weighted average shares:

Basic

Diluted

Fiscal Years
2011 2010 2009
(in thousands, except per share amount)
$ 20,96¢ $ 26,19¢ $ 15,07
8,511 9,60¢ 7,71¢
— — 15C
12,45 16,59( 7,20¢
9,83¢ 7,45¢ 6,20:
9,96~ 10,07: 10,617
— — 59
(7,349 (941) (9,670)
— 992 —
(36) (67) (939
(159) (46) (54)
(7,542) (61) (9,817)
50 (184) (63)
$ (7,599 $ 12 $ (9,754
$ 0.2 $ — % (0.32)
$ (0.21) $ —  $ (0.32)
36,79: 35,72 30,73¢
36,79: 39,03¢ 30,73¢

The accompanying notes form an integral part cd¢h@onsolidated Financial Statements.
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QUICKLOGIC CORPORATION
CONSOLIDATED BALANCE SHEETS
(in thousands, except par value amount)

January 1, January 2,
2012 2011
ASSETS
Current assets:
Cash and cash equivalents $ 20,20: % 21,95¢
Short-term investment in TowerJazz Semiconductdr Lt 40€ 90¢
Accounts receivable, net of allowances for doukdftdounts of $10 and $16, respectively 1,58¢ 4,14:
Inventories 3,76¢ 3,34¢
Other current assets 61% 772
Total current assets 26,57 31,12«
Property and equipment, net 2,181 2,312
Other assets 211 192

Total Assets $ 28,96 $ 33,62¢

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Trade payables $ 2,46 % 2,152
Accrued liabilities 1,11¢ 1,30z
Deferred royalty revenue 8 32¢
Current portion of debt and capital lease obligatio 141 40¢

Total current liabilities 3,731 4,191

Long-term liabilities:

Capital lease obligations, less current portion 14¢€ —
Other long-term liabilities 14¢ 124

Total liabilities 4,02¢ 4,31¢

Commitments and contingencies (see Notes 15 and 16)
Stockholders' equity:

Preferred stock, $0.001 par value; 10,000 sharé®gared; no shares issued and outstanding — —
Common stock, $0.001 par value; 100,000 share®eanghl; 38,636 and 37,806 shares issued and

outstanding, respectively 39 38
Additional paid-in capital 190,02! 186,30
Accumulated other comprehensive income 118 61€
Accumulated deficit (165,23 (157,649

Total stockholders' equity 24,93¢ 29,318

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 28,960 33,62¢

The accompanying notes form an integral part cdéh@onsolidated Financial Statements.
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QUICKLOGIC CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(in thousands)

Common Stock at

Accumulated

Balance at December 28, 2008

Common stock issued under stock plans and
employee stock purchase plans

Private Stock Offering, net of issuance costs ar
warrants

Issuance of common stock warrants

Change in unrealized gain on available-for-sale
securities

Stock-based compensation
Net income (loss)

Balance at January 3, 2010

Common stock issued under stock plans and
employee stock purchase plans

Private Stock Offering, net of issuance costs and
warrants

Issuance of common stock warrants

Change in unrealized gain on available-for-sale
securities

Stock-based compensation
Net income (loss)

Balance at January 2, 2011

Common stock issued under stock plans and
employee stock purchase plans

Private Stock Offering, net of issuance costs ar
warrants

Issuance of common stock from exercise of
warrants

Change in unrealized gain on available-for-sale
securities (See Note 4)

Stock-based compensation
Net income (loss)

Balance at January 1, 2012

Par Value Additional Other Total
Paid-In Comprehensive Accumulated Stockholders'

Shares Amount Capital Income (Loss) Deficit Equity
29,90¢ % 30 $ 169,84t $ — $ (148,01) $ 21,86:
827 1 16¢€ — — 167
4,30¢€ 4 3,431 — — 3,43¢
— — 2,03t — — 2,03t
— — — 1,13( — 1,13(
— — 2,38¢ — — 2,38¢
— — — — (9,759 (9,759
35,04 35 177,86 1,13(C (157,769 21,25¢
1,471 2 3,22 — — 3,22¢
— — 18 — — 18
1,29¢ 1 2,77¢ — — 2,78(
— — — (514) — (514)
— — 2,41¢ — — 2,41¢
— — — — 12¢ 12¢
37,80¢ 38 186,30 61€ (157,64%) 29,318
83C 1 2,04¢ — — 2,04¢
— — — (502) — (509)
— — 1,67¢ — — 1,67¢
— — — — (7,599 (7,599
38,63t % 39 $ 190,02! $ 112 $ (165,239 $ 24,93t

The accompanying notes form an integral part cd¢h@onsolidated Financial Statements.
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QUICKLOGIC CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Cash flows from operating activities:
Net income (loss)

Adjustments to reconcile net income (loss) to rehcprovided by (used for)

operating activities:
Depreciation and amortization
Stock-based compensation
Utilization of wafer credits from TowerJazz Semidantor Ltd.
Write-down of inventories
Long-lived asset impairment
Gain on TowerJazz Semiconductor Ltd. Shares
Tax effect on other comprehensive income
Gain/loss on disposal of equipment
Write-off of equipment
Bad debt expense
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Other assets
Trade payables
Accrued liabilities
Deferred income
Other long-term liabilities
Net cash provided by (used for) operating actisitie
Cash flows from investing activities:
Capital expenditures for property and equipment
Proceeds from sale of equipment
Proceeds from sale provided by TowerJazz Samductor Ltd. shares
Net cash provided by (used in) investing activities
Cash flows from financing activities:
Payment of debt and capital lease obligations
Proceeds from debt obligations
Proceeds from issuance of common stock
Placement agent fees and other issuance costs
Net cash provided by (used in) financing activities
Net increase/(decrease) in cash and cash equisalent
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental disclosures of cash flow information:
Interest paid
Income taxes paid
Supplemental schedule of non-cash investing arzhéiimg activities :

Capital lease obligation to finance capital expenéds and related maintenance $

Purchase of equipment included in accounts payable

Fiscal Years

2011 2010 2009
$ (7,599 $ 125 $ (9,759
1,22( 1,23¢ 1,75(C
1,67¢ 2,41¢ 2,38¢
— (27 4432
71C 112 41¢€
— — 15C
— (999) —
— (209) —
(8) 18 — —
10z 8 111
— 7 —
2,55¢ (1,697 (711)
(1,130 (1,339 (637)
14C (105) 413
312 (352) 45¢€
(18%) 507 (437)
(320 16 (274)
24 124 —
(2,49%) 47 (5,68¢)
(89€) (829) (124
— 15 —
—_ 1,08¢ —
(896€) 27C (1249)
(40¢) (8,389 (9,00€)
— 6,00( 8,00(
2,04¢ 6,027 6,411
— — (774)
1,63¢ 3,63¢ 4,631
(1,759 3,761 (1,187
21,95¢ 18,19¢ 19,37¢
$ 20,20: $ 21,95¢ $ 18,19¢
$ 43 % 71 $ 90
$ 21 $ — 3 —
287 $ 40¢ $ 513
$ 371 % 97 $ 273

The accompanying notes form an integral part cdéh@onsolidated Financial Statements.
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QUICKLOGIC CORPORATION
CONSOLIDATED STATEMENTS OF NET INCOME (LOSS)
(in thousands)

Fiscal Years
2011 2010 2009
Revenue $ 20,96¢ $ 26,19¢ $ 15,07+
Expense (28,519 (27,259 (24,89)
Gain on sale of TowerJazz Semiconductor Ltd. Shares — 99: —
Income (loss) from operations before income taxes (7,544 (62) (9,817
Provision for (benefit from) income taxes 50 (184) (63
Net Income (loss) attributable to the company $ (7,599 $ 125 ¢ (9,759

QUICKLOGIC CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)
(in thousands)

Fiscal Years
2011 2010 2009
Net income (loss) $ (7,599 $ 125 ¢ (9,759
Other comprehensive gain (loss), net of tax:
Change in unrealized gain (loss) on available-&de-snvestments (See
Note 4) (50%) (514) 1,13(
Total comprehensive Income (loss) $ (8,097) $ (39) $ (8,629

The accompanying notes form an integral part cd¢h@onsolidated Financial Statements.
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NOTE 1-THE COMPANY AND BASIS OF PRESENTATION

QuickLogic Corporation, referenced herein as Quarkc or the Company, was founded in 1988 and reparated in Delaware in
1999. The Company develops and markets low powsggrammable solutions that enable customers to Hftdehtiated features and
capabilities to their mobile, consumer and indasproducts. The Company is a fabless semicondectmpany that designs, markets, and
supports Customer Specific Standard Products, &G SField Programmable Gate Arrays, or FPGAs@gijan solutions, associated design
software and programming hardware.

QuickLogic Corporation's fiscal year ends on thedy closest to December 31. Fiscal years 2011Q a6d 2009 ended on
January 1, 2012, January 2, 2011 and Januai®1B, 2respectively.

Liquidity

We have financed our operations and capital investmthrough sales of common stock, private equoitgstments, capital and
operating leases, bank lines of credit and castsfiopom operations. As of January 1, 2012 , oungpial sources of liquidity consisted of our
cash and cash equivalents of $20.2 million , ab&élaredit under our revolving line of credit wililicon Valley Bank of $6.0 million , which
expires on June 28, 2012, and our investment inefdazz Semiconductor Ltd., or TowerJazz, with aMalue of approximately $406,000 .

The Company anticipates that its existing cashuress will fund operations, finance purchases pftahequipment and provide
adequate working capital for the next twelve montie Company's liquidity is affected by many fasstimcluding, among others, the level of
revenue and gross profit as a result of the cyidijcaf the semiconductor industry, the conversadrdesign opportunities into revenue, market
acceptance of existing and new products includiB@Ps based on our ArcticLink™ and PolarPolution platforms, fluctuations in revenue
as a result of product end-of-life, fluctuationg@venue as a result of the stage in the prodigctyicle of its customers' products, costs of
securing access to and availability of adequateufis@turing capacity, levels of inventories, waferghase commitments, customer credit
terms, the amount and timing of research and dpwsdoit expenditures, the timing of new product idtrctions, production volumes, product
quality, sales and marketing efforts, the value lapddity of its investment portfolio, changesaperating assets and liabilities, the ability to
obtain or renew debt financing and to remain in ptiamce with the terms of existing credit facilgjehe ability to raise funds from the sale of
shares of TowerJazz and equity in the Companyisthuance and exercise of stock options and paatioip in the Company's employee stock
purchase plan, and other factors related to thernteiaties of the industry and global economicscakdingly, there can be no assurance that
events in the future will not require the Compampgéek additional capital or, if so required, thath capital will be available on terms
acceptable to the Company.

Principles of Consolidatiol

The consolidated financial statements include ttomants of QuickLogic Corporation and its wholly med subsidiaries. All
intercompany accounts and transactions have beamated. The functional currency of the Compang és subsidiaries is the United States
dollar.

Foreign Currency

The functional currency of the Company's non-Urations is the U.S. dollar. Accordingly, all mtarg assets and liabilities of
these foreign operations are translated into Woaid at current period-end exchange rates andhmametary assets and related elements of
expense are translated using historical ratesdfange. Income and expense elements are transdate8. dollars using average exchange
rates in effect during the period. Gains and logsens the foreign currency transactions of thedesgliaries are recorded as interest income
other, net in the statement of operations.

Use of Estimates

The preparation of these consolidated financidéstants in conformity with generally accepted aatimg principles, or GAAP,
requires management to make estimates and assasiiat affect the reported amounts of assetsiabitities, the disclosures of contingent
assets and liabilities and the reported amountsw@nue and expenses during the period. Actualtsesauld differ from those estimates,
particularly in relation to revenue recognitiong illowance for doubtful accounts, sales returakjation of investments, valuation of long-
lived assets, valuation of inventories includingridfication of excess quantities, market value absblescence, measurement of stock-based
compensation awards, accounting for income taxdseatimating accrued liabilities.
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Concentration of Risk

The Company's accounts receivable are denominatddS. dollars and are derived primarily from sdatesustomers located in North
America, Europe and Asia Pacific. The Company parfoongoing credit evaluations of its customers gertkrally does not require collateral.
See Note 12 for information regarding concentratiagsociated with accounts receivable. The Compamyéstment in TowerJazz is subjec
equity risk. See Note 4 for information regardihg Company's investment in TowerJazz Semicondlttior

NOTE 2-SIGNIFICANT ACCOUNTING POLICIES
Cash Equivalents

All highly liquid investments purchased with a réniag maturity of ninety days or less are considerash equivalents. The
Company's investment portfolio included in cashieajents is generally comprised of investments thaét high credit quality standards. The
Company's investment portfolio consists of moneykaafunds, which are precluded from investing ulctéon rate securities. These funds
invest in U.S. government obligations and repurelageements secured by U.S. Treasury obligatiothdJaS. government agency obligatic
The fair value of this portfolio is based on manggtes for securities with active secondary arsédlee markets.

Fair Value

The guidance for the fair value option for finan@asets and financial liabilities provides compsrthe irrevocable option to measure
many financial assets and liabilities at fair valith changes in fair value recognized in earniogequity. The Company has not elected to
measure any financial assets or liabilities at¥alue that were not previously required to be mea$ at fair value.

Foreign Currency Transactior

All of the Company's sales and cost of manufactuare transacted in U.S. dollars. The Company casduportion of its research
and development activities in Canada and Indiatesdsales and marketing activities in various agesmbutside of the United States. Most of
these international expenses are incurred in lmoakncy. Foreign currency transaction gains asgds, which are not significant, are included
in interest income and other, net, as they occper@ing expenses denominated in foreign curremeéze approximately 16% , 16% and 18%
of total operating expenses in 2011 , 2010 and 2088pectively. The Company incurred a majorityhafse foreign currency expenses in
Canada. The Company has not used derivative finhimstruments to hedge its exposure to fluctuatiorforeign currency and, therefore, is
susceptible to fluctuations in foreign exchangengair losses in its results of operations in futegorting periods.

Inventories

Inventories are stated at the lower of standartl @oset realizable value. Standard cost approx@mattual cost on a first-in, first-out
basis. The Company routinely evaluates quantitievalues of its inventories in light of currentnket conditions and market trends and
records reserves for quantities in excess of deraaddroduct obsolescence. The evaluation, whicérently involves judgments as to
assumptions about expected future demand and thecinof market conditions on these assumptiongstako consideration historic usage,
expected demand, anticipated sales price, the stabe product life cycle of its customers' progunew product development schedules, the
effect new products might have on the sale of exggtroducts, product obsolescence, customer desitivity, customer concentrations,
product merchantability and other factors. Marl@tditions are subject to change. Actual consumpifdnventories could differ from
forecasted demand, and this difference could hawatarial impact on the Company's gross marginimvehtory balances based on additional
provisions for excess or obsolete inventories berefit from inventories previously written dowrheél Company also regularly reviews the
of inventories against estimated market value awednds a lower of cost or market reserve for inmees that have a cost in excess of estim
market value, which could have a material impacthenCompany's gross margin and inventory balabaesd on additional writdewns to ne
realizable value or a benefit from inventories fwasly written down.

The Company's semiconductor products have histiyricad an unusually long product life cycle andolescence has not been a
significant factor in the valuation of inventoriéowever, as the Company pursues opportunitilseémiobile market and continues to develop
new CSSPs and products, the Company believesathipt life cycle will be shorter and increase toéeptial for obsolescence. A significant
decrease in demand could result in an increadeeiamount of excess inventory on hand. Althougimake every effort to ensure the accur
of our forecasts of future product demand, any
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significant unanticipated changes in demand onfead new product developments could have a sigmifianpact on the value of our invent
and our results of operations.

Property and Equipmet

Property and equipment are stated at cost lessradated depreciation and amortization. Depreciaaralculated on a straight-line
basis over the estimated useful lives of the asgeteerally one to seven years. Amortization ofédmld improvements and capital leases is
computed on a straight-line basis over the shoftére lease term or the estimated useful livethefassets, generally one to seven years.

Long-Lived Assets

The Company reviews the recoverability of its Idivgd assets, such as property and equipment, joreyzder credits and
investments, annually and when events or changescnmstances occur that indicate that the cagryadue of the asset or asset group ma
be recoverable. The assessment of possible impatrisibased on the Company's ability to recoverctreying value of the asset or asset g
from the expected future ptax cash flows, undiscounted and without interbsirges, of the related operations. If these castsfare less th:
the carrying value of the asset or asset groupnpairment loss is recognized for the differenceveen the estimated fair value and the
carrying value, and the carrying value of the edadssets is reduced by this difference. The meamnt of impairment requires management
to estimate future cash flows and the fair valu®n§-lived assets.

During 2011, 2010, and 2009, the Company wroteeqgffipment with a net book value of $102,000, $8&0@ $111,000,
respectively. During 2009, the Company reduced:threying value of the TowerJazz prepaid wafer ¢regi$150,000.

Licensed Intellectual Proper

The Company licenses intellectual property thadsrporated into its products. Costs incurred utidense agreements prior to the
establishment of technological feasibility are un#d in research and development expense as idc@osts incurred for intellectual property
once technological feasibility has been establisratithat can be used in multiple products aret@limgd as a long-term asset. Once a product
incorporating licensed intellectual property hasdurction sales, the amount is amortized over ttimated useful life of the asset, generally up
to five years.

Revenue Recognitic

We supply standard products which must be progradriveéore they can be used in an application. Oatlyets may be programmed
by us, distributors, end-customers or third parii@&sce programmed, our parts cannot be erasedteréfore, programmed parts are generally
only useful to a specific customer.

We recognize revenue as products are shippeddéaee of an arrangement exists, delivery has ceduthe sales price is fixed or
determinable, collection of the resulting receieaislreasonably assured and product returns aserrebly estimable. Revenue is recognized
upon shipment of both programmed and unprogramraed o OEM customers, provided that legal titld aak of ownership have transferr

Prior to the first quarter of 2009, our agreemaevith distributors allowed for price adjustments aimdthe case of unprogrammed
parts, certain rights of return on unsold invergsriDuring the fourth quarter of 2008 and the figsarter of 2009, we renegotiated our
agreements with our distributors. Under the neveagrents, post shipment price adjustments suchipdr8in Stock and Debits, or SSD, have
been eliminated and parts held by the distributay ime returned for quality reasons only under tamdard warranty policy. Revenue was
recognized upon the shipment of programmed andogmammed parts to distributors throughout 2011.

Software revenue from sales of design tools isgeized when persuasive evidence of an agreemesisegelivery of the software
has occurred, no significant Company obligationthwegard to implementation or integration remé#ie, fee is fixed or determinable and
collection is reasonably assured.

Warranty Costs

The Company warrants finished goods against defiectsterial and workmanship under normal use@ite months from the date
of shipment. The Company does not have signifipapduct warranty related costs or liabilities.
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Advertising

Costs related to advertising and promotion expenefitare charged to “Selling, general and admatigg” expense as incurred. To
date, costs related to advertising and promotigreeditures have not been material.

Stock-Based Compensation

The Company adopted the provisions to record shasked compensation beginning fiscal year 2006.Cdmpany accounts for stock-
based compensation under the provisions of the deteauthoritative guidance, and related interpigtatwhich require the measurement and
recognition of expense related to the fair valustotk-based compensation awards. The fair vals¢ook-based compensation awards is
measured at the grant date and re-measured upadficgatidn, as appropriate. The Company uses thelBgcholes option pricing model to
estimate the fair value of employee stock optiams @ghts to purchase shares under the Compan9% BEShployee Stock Purchase Plan, or
ESPP, consistent with the provisions of the amerdgidoritative guidance. The fair value of restiitstock awards, or RSAs, and restricted
stock units, or RSUs, is based on the closing pridcee Company's common stock on the date of gEquity compensation awards which \
with service are expensed on a straight-line bags the requisite service period. Performancedaserds that are expected to vest are
expensed on a straight-line basis over the vegimipd. The Company regularly reviews the assumptigsed to compute the fair value of its
stock-based awards and it will revise its assumgtis appropriate. In the event that assumptiogd tascompute the fair value of its stock-
based awards are later determined to be inaccordtthe Company changes its assumptions sigmifigan future periods, stock-based
compensation expense and the results of operat@rd be materially impacted. See Note 11.

Accounting for Income Tax

As part of the process of preparing our finandatesments, we are required to estimate our incaxestin each of the jurisdictions in
which we operate. This process involves estimatimgactual current tax exposure together with a&isgsemporary differences resulting from
different tax and accounting treatment of itemshsass deferred revenue, allowance for doubtful aets) the impact of equity awards,
depreciation and amortization and employee relatetduals. These differences result in deferrecssets and liabilities, which are includec
our balance sheets. We must then assess the tikelihat our deferred tax assets will be recovéad future taxable income and to the ex
we believe that recovery is not more likely tham, mee must establish a valuation allowance. Toetktent we establish a valuation allowanc
increase this allowance in a period, we must inelaid expense within the tax provision in the stat@nof operations.

Significant management judgment is required in mhet@ing our provision for income taxes, our defdrtax assets and liabilities and
any valuation allowance recorded against our nigrokl tax assets. Our deferred tax assets, comgsjgtimarily of net operating loss
carryforwards, amounted to $56.2 million as of ¢énel of 2011 . We have also recorded a valuatiawalhce of $56.1 million as of the end of
2011 due to uncertainties related to our abilitytibize our U.S. deferred tax assets before thgjre. The valuation allowance is based on the
uncertainty of our estimates of taxable income taedperiod over which we expect to recover our idefetax assets.

Concentration of Credit and Equity Risk and Supplie

Financial instruments, which potentially subjea thompany to concentrations of credit risk, corgistcipally of cash and cash
equivalents and accounts receivable. Cash andecpghalents are maintained with high quality ingtdns. The Company's accounts receiv
are denominated in U.S. dollars and are derivadanily from sales to customers located in North Aicge Europe and Asia Pacific. The
Company performs ongoing credit evaluations otitstomers and generally does not require collat8ese Note 12 for information regarding
concentrations associated with accounts receivable Company's investment in TowerJazz is subgeettiity risk. See Note 4 for informati
regarding the Company's investment in TowerJazz.

The Company depends on a limited number of contraetufacturers, subcontractors, and suppliers &emfabrication, assembly,
programming and test of its devices, and for thgpluof programming equipment, and these servicesygically provided by one supplier for
each of the Company's devices. The Company gep@uaithases these single or limited source servivesigh standard purchase orders or
under its agreement with TowerJazz. Because thep@oynrelies on independent subcontractors to partbese services, it cannot directly
control its product delivery schedules, costs alitjlevels. The Company's future success alseép on the financial viability of its
independent subcontractors.
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Comprehensive Income (Loss)

Comprehensive income (loss) includes all changesjiity (net assets) during a period from non-ovaoerces. Comprehensive
income (loss) includes unrealized holding gaindasses) related to the TowerJazz ordinary sh&ss.Note 4.

New Accounting Pronounceme

In May 2011, the Financial Accounting Standardsr8d&FASB”) issued Accounting Standards Update ((8BNo. 2011-04, “Fair
Value Measurement (Topic 820): Amendments to Achi@emmon Fair Value Measurement and Disclosure iRegants in U.S. GAAP and
IFRSs”, which is intended to improve comparabibfyfair value measurements presented and disciosi@thncial statements prepared in
accordance with U.S. generally, accepted accouptimgiples and International Financial Reportirtgriélards. This standard clarifies the
application of existing fair value measurement regquents including (1) the application of the highand best use valuation premise, (2) the
methodology to measure the fair value of an inseminelassified in a reporting entity’s shareholderiity, (3) disclosure requirements for
guantitative information on Level 3 fair value megsments and (4) guidance on measuring the faireval financial instruments managed
within a portfolio. In addition, the standard reps additional disclosures of the sensitivity of f@lue to changes in unobservable inputs for
Level 3 securities. This standard is effectiveifderim and annual reporting periods ending onfardecember 15, 2011. Based on the
Company’s evaluation of the ASU, the adoption of/AZ)11-04 will not have material impact on the Camys financial statements.

In June 2011, the FASB issued ASU No. 2011-05,sémngtion of Comprehensive Income”, which requibas comprehensive
income be presented either in a single continutateraent of comprehensive reclassification adjustsfor items that are reclassified from
other comprehensive income to net earnings. Thigdstrd no longer allows companies to present coemierof other comprehensive income
only in the statement of equity. This standardfieative for interim and annual reporting periodsgimning after December 15, 2011. The
adoption of this guidance is not expected to hasigmificant impact on the Company’s financial staents other than the prescribed change in
presentation.

In December 2011, the FASB issued ASU No. 2011*Balance Sheet (Topic 210)—Disclosures about CfifsgtAssets and
Liabilities” (“ASU 2011-11"). The update requirestéies to disclose information about offsettinglarlated arrangements of financial
instruments and derivative instruments. ASU 2011slgffective for the Company in the first quaméits fiscal year ending June 30, 2014
(“fiscal 2014"). The Company currently believesri&ill be no significant impact on its financightements.

In December 2011, the FASB issued ASU 2011-12, “Pminensive Income (Topic 220) — Deferral of theeEfifve Date for
Amendments to the Presentation of Reclassificatidrigems Out of Accumulated Other Comprehensivaine in Accounting Standards
Update No. 2011-05. ASU 2011-12 defers only thdsges in Update No. 2011-05 that relate to thegmtation of the reclassification
adjustments. Under the amendments in Update Nd.-2B8]1entities are required to present reclassifinaadjustments and the effect of those
reclassification adjustments on the face of tharfaial statements where net income presented,ipaoent of net income, and on the face of
the financial statements where other comprehernisoame is presented, by component of other compigthe income. In addition, the
amendments in Update No. 2011-05 require thatssifleation adjustments be presented in interirarftial periods. This standard is effective
for interim and annual reporting periods beginrafigr December 15, 2011. The adoption of this guidds not expected to have a significant
impact on the Company'’s financial statements otti@n the prescribed change in presentation.

NOTE 3-NET INCOME (LOSS) PER SHARE

Basic net income (loss) per share is computed Wagidg net income (loss) available to common stad#ters by the weighted average
number of common shares outstanding during the@geBiluted net income (loss) per share was contpusing the weighted average number
of common shares outstanding during the period phtentially dilutive common shares outstandingryithe period under the treasury stock
method. In computing diluted net income (loss) gfaare, the weighted average stock price for thegés used in determining the number of
shares assumed to be purchased from the exercssecfoptions and warrants. A reconciliation @ basic and diluted per share computat
is as follows (in thousands, except per share atsfiun
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Fiscal Years
2011 2010 2009
Per Per Per
Net Income Share Net Income Share Net Income Share
(Loss) Shares Amount (Loss) Shares Amount (Loss) Shares Amount
Basic $ (7599 36,79: $ (0.2) $ 128 3572¢ $ — $ (9,759 30,73¢ $ (0.32)
Effect of stock options and
other awards — — — — 3,30¢ — — — —
Diluted $ (7599 36,79: $ (0.21) $ 128 39,03¢ $ — $ (9,759 30,73¢ $ (0.39)

For 2011 and 2009, 8.0 million shares and 8.6 omilshares, respectively, associated with equitydsvautstanding and the estimated
number of shares to be purchased under the clwoffening period of the 2009 Employee Stock Purctlsa were not included in the
calculation of diluted net income (loss) per shasethey were considered antidilutive due to thtdass the Company experienced during 2011
and 2009. For 2010, options for the purchase d@Dcommon shares were excluded from the weightedhge diluted shares outstanding
calculation, because their effect was anti-dilutive

NOTE 4-INVESTMENT IN TOWERJAZZ SEMICONDUCTOR LTD.

During the first quarter of fiscal year 2010, then@pany sold 700,000 of the TowerJazz ordinary shatech resulted in a gain of
$993,000. In the third quarter of 2010, the Competyrded $209,000 of tax benefit related to acdatad other comprehensive income, or
AOCI, attributable to unrealized gains on investtieilowerJazz. As of January 1, 2012 , the Comgeaig 644,543 available-for-sale
TowerJazz ordinary shares with a net unrealized gb$113,272 recorded in AOCI on the balance stwdéth includes the tax benefit above
and the difference between the cost of of $0.13%pare and carrying value of $0.63 per share, fagivalue on the last trading day of the
reporting period. The fair value of TowerJazz m#akee securities as of January 1, 2012 was detedrbiased on “Level lihputs as describe
in Note 7.

During the years of 2001 and 2002, the Companyraiseived $4.7 million in prepaid wafer creditpartial consideration for the
investment. Subsequently, the Company has utilide8l million of these credits and impaired theitueaby $2.9 million. As of January 1,
2012 , the Company had a zero carrying value fesetwafer credits.

NOTE 5-BALANCE SHEET COMPONENTS

January 1, January 2,
2012 2011
(in thousands)

Inventories:
Raw materials $ 52  $ 17
Work-in-process 3,261 3,02¢
Finished goods 451 29¢

$ 3,76¢ % 3,34¢
Other current assets:
Prepaid expenses $ 57t § 69C
Other 38 82

$ 612 $ 772
Property and equipment:
Equipment $ 12,20 $ 12,41
Software 7,06¢ 7,072
Furniture and fixtures 747 76¢
Leasehold improvements 65¢ 76C

20,67: 21,01«

Accumulated depreciation and amortization (18,490 (18,707

$ 2,181 $ 2,312
Other assets 211 192

Accrued liabilities:
Employee related accruals $ 84t § 1,00z
Other 278 30C



$ 1,11¢  $ 1,30¢

The Company recorded depreciation and amortizamense of $1.2 million , $1.2 million and $1.8loit for 2011 , 2010 and
2009 , respectively. Assets acquired under calgitales and included in property and equipment @&re million and
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$800,000 at the end of 2011 and 2010 , respectifély Company recorded accumulated depreciatideased assets of $810,000 and
$500,000 as of the end of 2011 and 2010 , respgtids of January 1, 2012 and January 2, 201& cépital lease obligation relating to these
assets was $287,000 and $408,000 , respectively.

NOTE 6-OBLIGATIONS

January 1, January 2
2012 2011

(in thousands)
Debt and capital lease obligations:
Capital leases $ 287 % 40¢

287 40¢
Current portion of debt and capital lease obligatio (141 (40¢)
Long term portion of debt and capital lease obiayet $ 14¢€ —

Revolving Line of Credit and Notes Payable to B

In June 2011, the Company entered into the Seveméindment to Second Amended and Restated Loanendify Agreement
("Agreement") with Silicon Valley Bank. The termsthe amended Agreement include a $6.0 million hang line of credit available through
June 2012, as long as the Company is in compliatitbethe loan covenants. Upon each advance, thep@oyncan elect a variable interest r
which is the prime rate plus one half of one petr¢@rb0%), or a fixed rate which is LIBOR plus thiBOR rate margin, as the case may be.
During 2011 , the Company had no borrowings agdirestine of credit.

The bank has a first priority security interessubstantially all of the Company's tangible andmgible assets to secure any outstanding
amounts under the Agreement. Under the terms oAglieement, except as noted above, the Companynmaistain a minimum tangible net
worth of at least $15 million, adjusted quick ratio2-to-1 and a minimum cash balance of at le@snfflion with Silicon Valley Bank. The
Agreement also has certain restrictions includargpng others, restrictions on the incurrence oféiidebtedness, the maintenance of
depository accounts, the disposition of assetsgerer acquisitions, investments, the grantingesfdiand the payment of dividends. The
Company was in compliance with the financial coveaaf the agreement as of the end of the curegrgrting period.

Capital Leases

In December 2011, the Company leased design saftarzd related maintenance under a ywar capital lease at an imputed interest
of 4.24% per annum. Terms of the agreement regur€€ompany to make quarterly payments of approxéin&38,000 through November
2013. The Company recorded a capital asset of 8281gnd prepaid maintenance of $26,000 that igytesimortized over the term of the
agreement and a capital lease obligation of $287 86 of January 1, 2012 , $287,000 was outstangitr the capital lease, of which
$141,000 was classified as a current liability.

In January 2009, the Company leased design softiwate and related maintenance under a three-ygstat lease at an imputed
interest rate of 5.75% per annum. Terms of theaagent require the Company to make semi-annual patgnoé principal and interest of,
approximately $138,000 through August 2011, fastaltof approximately $825,000 over the three ygarsod. As of January 1, 2012 , there
was no outstanding liability under the capital &eas

NOTE 7-FAIR VALUE MEASUREMENTS

Pursuant to the accounting guidance for fair vah@asurements and its subsequent updates, fair igadiedined as the price that would
be received from selling an asset or paid to temsfiability in an orderly transaction betweenrked participants at the measurement date.
When determining the fair value measurements feetasand liabilities required or permitted to beorded at fair value, the Company
considers the principal or most advantageous mamkehich it would transact, and it considers asgtioms that market participants would use
when pricing the asset or liability.

The accounting guidance for fair value measureraksat specifies a hierarchy of valuation technidueesed upon whether the inputs to
those valuation techniques reflect assumptions attaeket participants would use based upon markeet dbtained from independent sources
(observable inputs) or reflect the company's ovauaption of market participant valuation (unobsbkteanputs). The fair value hierarchy
consists of the following three levels:

. Level 1- Inputs are quoted prices in active markets fortidahassets or liabilitie
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. Level 2— Inputs are quoted prices for similar assetsatnilities in an active market, quoted prices faritical or similar assets
or liabilities in markets that are not active, itgpother than quoted prices that are observableranklet-corroborated inputs
which are derived principally from or corroboratedobservable market data.

. Level 3—Inputs are derived from valuation techniques inclitbne or more significant inputs or value drivans unobservab!

The following table presents the Company's findrasaets that are measured at fair value on ariegurasis as of January 1, 2012 ,
consistent with the fair value hierarchy provisiafishe authoritative guidance (in thousands):

As of January 1, 2012 As of January 2, 2011
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3

Assets:

Money market fund$ $ 18,82t $ 18,82t $ — % — $ 19,72 $ 19,72 $ —  $ —
Investment in TowerJazz Semiconduc
Ltd. @ 40¢€ 40¢€ — — 90¢ 90¢ — —
Total assets $ 19,23: $ 19,23: $ — % — $ 20,637 $ 20,63: $ — % —
@ Money market funds are presented as a part ofaeditash equivalents on the accompanying consetidstlance sheets as of

January 1, 2012 and January 2, 2011 .

As of January 1, 2012 , there is no material dififere between the fair value and the carrying amofutiite debt outstanding under the
Company's line of credit and capital leasing aresmngnts.

NOTE 8-INCOME TAXES

The following table presents the U.S. and foreigmponents of consolidated income (loss) beforernmetaxes and the provision for
(benefit from) income taxes (in thousands):

Fiscal Years
2011 2010 2009

Income (loss) before income taxes:

u.s. $ (7,569 $ (209 $ (9,999

Foreign 25 14¢ 182
Income (loss) before income taxes $ (7,549 $ (61) $ (9,819)
Provision for (benefit from) income taxes:
Current:

Federal $ — 3 11y $ (84)

State 2 2 3

Foreign 66 51 47
Subtotal 68 42 (39
Deferred:

Federal — (170 —

State — (40 —

Foreign (18) (16) (29)
Subtotal (18) (22¢) (29
Provision for (benefit from) income taxes $ 50 % (189 ¢ (63)

Based on the available objective evidence, managebadieves it is more likely than not that the deferred tax
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assets will not be fully realizable. AccordingliietCompany has provided a full valuation allowaagainst its U.S. federal and state deferred
tax assets at January 1, 2012 . The Company bslieigemore likely than not it will be able to te® its foreign deferred tax assets. Deferred
tax balances are comprised of the following (inugends):

January 1, 2012 January 2, 2011

Deferred tax assets:
Net operating losses and capital losses $ 34,73. % 35,88:
Accruals and reserves 2,75:% 2,74¢
Credits carryforward 5,30¢ 5,08¢
Unrealized loss on marketable securities 3,057 2,35i
Depreciation and amortization 9,15( 6,081
Stock-based compensation 971 562
Other 211 20¢
56,17¢ 52,92:
Valuation allowances (56,06") (52,829
Deferred tax asset $ 11z $ 94

Deferred tax liability

A rate reconciliation between income tax provisiahthe U.S. federal statutory rate and the effeatate reflected in the consolidated
statement of operations is as follows:

Fiscal Years
2011 2010 2009

Income tax expense/(benefit) at statutory rate $ (2,565 $ 21) $ (3,339)
State taxes 2 2 2
Refundable R&D credit — (11) (85)
Stock Compensation and other permanent differences 192 224 37¢
Foreign taxes 41 (15) (44)
Benefit allocated from other comprehensive income — (209) —
Future benefit of deferred tax assets not recognize 2,38( (159 3,02¢

$ 50 $ (189 $ (63

As of January 1, 2012 , the Company had net operédiss carryforwards of approximately $97.8 millior federal and $46.1 million
for state income tax purposes. If not utilized sthearryforwards will begin to expire beginningidil2 for federal and state purposes. Included
in the net operating loss carryforwards amoun®i8 $nillion for federal and $4.9 million for statecome tax purposes, which, when
recognized, will result in a credit to stockholdeguity.

The Company has research credit carryforwards pfcegmately $2.8 million for federal and $3.6 nolti for state income tax
purposes. If not utilized, the federal carryforwsavdll expire in various amounts beginning in 20TBe California credit can be carried
forward indefinitely.

Under the Tax Reform Act of 1986, the amount of Hrelbenefit from net operating loss carryforwaadd credit carryforwards may
be impaired or limited in certain circumstanceseiit which may restrict utilization of a compamgs operating loss and credit carryforwards
include, but are not limited to, certain ownerstiiange limitations as defined in Internal RevenodeCSection 382 and similar state
provisions. In the event the Company has had agshahownership, utilization of carryforwards colid restricted to an annual limitation. 1
annual limitation may result in the expiration @ftmperating loss carryforwards and credit carwéods before utilization.

As of the end of 2011 , cumulative unremitted fgreearnings of $900,000 are considered to be pemntigrinvested outside the
United States. Accordingly, no U.S. taxes have lprenided.
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A reconciliation of the beginning and ending amoofntinrecognized tax benefits is as follows (inusands):

January 1, 2012 January 2, 2011 January 3, 2010
Beginning balance of unrecognized tax benefits $ 73 $ 70 $ 66
Gross increases for tax positions of current year 4 3 4
Ending balance of unrecognized tax benefits $ 7% 7% 70

The amount of unrecognized tax benefits that waidfielct our effective tax rate if recognized is $0Q as of January 1, 2012 . The
Company recognizes interest and penalties relataddertain tax positions in income tax expenseofAlanuary 1, 2012 , January 2, 2011 and
January 3, 2010 , the Company had approximatelyo$p6, $20,000 and $9,000 of accrued interest andlfies related to uncertain tax
positions.

The Company is not currently under exam and the iamyi's historical net operating loss and credityfarwards may be adjusted by
the IRS and other tax authorities until the statldses on the year in which such attributes dlieed. The Company estimates that its
unrecognized tax benefits will not change signifibawithin the next twelve months.

NOTE 9-STOCKHOLDERS' EQUITY
Common and Preferred Stock

The Company has authorized 100 million shares wfroon stock and has authorized, but not issuedntiion shares of
undesignated preferred stock. Without any furthatewr action by the Company's stockholders, ther@of Directors has the authority to
determine the powers, preferences, rights, quatitias, limitations or restrictions granted to mposed upon any wholly unissued shares of
undesignated preferred stock.

Rights Plar

In November 2001, the Board of Directors adopt®ights Agreement which provided for a dividend nédPreferred Stock Purchase
Right (each a “Right” and collectively, the “Right$or each share of common stock of the Compamdés the Rights Plan, each Right
entitled stockholders to buy one ten-thousandth sfiare of Series A Junior Participating Prefe8tutk of QuickLogic at an exercise price of
$32.50, subject to adjustment. The Rights wouldheeexercisable only if a person or group becamdémneficial owner of 15% or more of
the common stock, or commenced a tender or exchaffegewhich would have resulted in the offeror bcially owning 15% or more of
common stock, without the approval of the Boar®wéctors. The Rights Agreement lapsed and the Rigkpired on November 27, 2011.

Issuance of Common Stc

On November 17, 2009, the Company issued 4,305B2&s of common stock and warrants to purchase aip aggregate of
3,229,446 shares of common stock in a registemedtdbffering. The common stock and warrants wesaed in units (the “Units”), with each
Unit consisting of (i) one share of common stocH &i) a warrant to purchase 0.75 of a share ofroom stock, at a negotiated purchase price
of $1.45 per Unit. The Company received net prosdaaim the offering of $5.5 million, net of placemi@gent's fees and other offering
expenses of $774,000.

The warrants are exercisable any time after thensimth anniversary of the date of issuance urgil@& month anniversary of the date
of issuance, and will be exercisable at a price2o15 per share. The Company allocated the prodestdeen the common stock and the
warrants based on the relative fair value of eatthe date of issuance. The estimated grant ditedlae was $0.63 per warrant and was
calculated based on the following assumptions us#te Black-Scholes model: expected term of 5&ryerisk-free interest rate of 2.47%,
expected volatility of 57.79% and expected divideh@.

NOTE 10-EMPLOYEE STOCK PLANS

1999 Stock Plan

The 1999 Stock Plan, or 1999 Plan, provided forishkeance of incentive and nonqualified optionstrieted stock units and restricted
stock. Equity awards granted under the 1999 Plar haerm of up to ten years. Options typicallyt\asa rate of 25% one year after the
vesting commencement date, and one forty-eightledch month of service thereafter. In March 2008,Board adopted the 2009 Stock Plan
which was approved by the Company's stockholdersprit 22, 2009. Effective
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April 22, 2009, no further stock options may bergea under the 1999 Plan.

2009 Stock Plan

The 2009 Stock Plan, or 2009 Plan, was amendedestated by the Board of Directors in March 201d approved by the
Company's stockholders on April 28, 2011 to, amathgr things, reserve an additional 1,500,000 shafreommon stock for issuance under
the Plan. As of January 1, 2012 , approximatelyn@illon shares were reserved for issuance und=@99 Plan. Equity awards granted under
the 2009 Plan have a term of up to ten years. @ptigpically vest at a rate of 25% one year aftentesting commencement date, and one
forty-eighth for each month of service thereafidre Company may implement different vesting scheslinl the future with respect to any new
equity awards.

Employee Stock Purchase P!

The 2009 Employee Stock Purchase Plan, or 2009 E&&adopted in March 2009. The Company has redeéh\8 million share s for
issuance under the 2009 ESPP. The 2009 ESPP psdeidsix month offering periods. Participants fhase shares through payroll deductions
of up to 20% of an employee's total compensaticax(mum of 20,000 shares per offering period). TR@RESPP permits the Board of
Directors to determine, prior to each offering pdriwhether participants purchase shares at: % 8b6the fair market value of the common
stock at the end of the offering period; or (iip8®f the lower of the fair marke t value of the coon stock at the beginning or the end of an
offering period. The Board of Directors has detemui that, until further notice, future offering joels will be made at 85% of the lower of the
fair market value of the common stock at the beigigior the end of an offering period.

NOTE 11-STOCK-BASED COMPENSATION

Stock-based compensation expense is recognizéeé i@dmpany's consolidated statements of operatioth$ncludes compensation
expense for the stock-based compensation awardtedrar modified subsequent to January 1, 200@&dan the grant date fair value
estimated in accordance with the provisions ofamended authoritative guidance. The impact of theraled authoritative guidance on the
Company's consolidated financial statements faafigears 2011 , 2010 and 2009 was as followsh(ngands):

Fiscal Years
2011 2010 2009
Cost of revenue $ 131 % 16 $ 28C
Research and development 45¢ 64E 57€
Selling, general and administrative 1,087 1,604 1,52¢
Total costs and expenses $ 1,67¢ $ 2,41t $ 2,38¢

The amount of stock-based compensation includéa/entories at the end of 2011 , 2010 and 2009neéasignificant.
Valuation Assumptions

The amended authoritative guidance requires corapdaiestimate the fair value of stock-based cosgtéam awards. The fair value
of stock-based compensation awards is measuree grant date and re-measured upon modificatioappsopriate. The Company uses the
Black-Scholes option pricing model, to estimatefdievalue of employee stock options and rightpuochase shares under the Company's
ESPP, consistent with the provisions of the amerdgidoritative guidance. Using the Black-Scholésipg model requires the Company to
develop highly subjective assumptions includingekpected term of awards, expected volatility fiiock, expected risk-free interest rate and
expected dividend rate over the term of the awling. Company's expected term of awards assumptioaisisd primarily on its historical
experience with similar grants. The Company's etquestock price volatility assumption for both #t@ptions and ESPP shares is based o
historical volatility of the Company's stock, usithg daily average of the opening and closing graoed measured using historical data
appropriate for the expected term. The risk-fréerist rate assumption approximates the risk-fresést rate of a Treasury Constant Maturity
bond with a maturity approximately equal to theeotpd term of the stock option or ESPP shares.fahigalue is expensed over the requisite
service period of the award. The fair value of R&Ad RSUs is based on the closing price of the @oryip common stock on the date of g1
Equity compensation awards which vest with seraigeexpensed using the straight-line attributiothme over the requisite service period.
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In addition to the assumptions used in the BlackeS8xs pricing model, the amended authoritative guég requires that the Company
recognize expense for awards ultimately expectest; therefore we are required to develop amasé of the number of awards expected to
be forfeited prior to vesting, or forfeiture rafehe forfeiture rate is estimated based on histbpoevest cancellation experience and is applied
to all share-based awards.

The following weighted average assumptions araighed in the estimated fair value calculations focls option grants:

Fiscal Years
2011 2010 2009
Expected term (years) 5.7 5.4 5.1
Risk-free interest rate 1.1% 2.4(% 1.9%%
Expected volatility 61% 58% 51%
Expected dividend — — —
The methodologies for determining the above valuei® as follows:
. Expected term: The expected term representgatied that the Company's stock-based awards @ected to be outstanding
and is estimated based on historical experience.
. Risk-free interest rate: The risk-free intematée assumption is based upon the risk-free rateTatasury Constant Maturity
bond with a maturity appropriate for the expectmat of the Company's employee stock options.
. Expected volatility: The Company determines etee volatility based on historical volatility di¢ Company’'s common stock
according to the expected term of the options.
. Expected dividend: The expected dividend assiomf$ based on the Company's intent not to issligidend under its

dividend policy.
The weighted average estimated fair value for ogtigranted during 2011 , 2010 and 2009 was $1$3348 and $0.74 per option,
respectively. As of the end of 2011 , the fair eahd unvested stock options, net of expected furfes, was approximately $2.5 million . This
unrecognized stock-based compensation expenseéstexi to be recorded over a weighted averagedpefid.4 years.

Stock-Based Compensation Award Activity

The following table summarizes the shares availtdslgrant under the 2009 Plan for 2011 :

Shares
Available for Grant

(in thousands)

Balance at January 2, 2011 1,542
Authorized 1,50(
Options granted (87€)
Options forfeited or expired 802
Balance at January 1, 2012 2,96¢
Stock Options

The following table summarizes stock options outdiiag and stock option activity under the 1989 Ptha 1999 Plan and the 2009
Plan, and the related weighted average exercise,dadr 2011 , 2010 and 2009 :
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Weighted Average Weighted Average Aggregate Intrinsic
Number of Shares Exercise Price Remaining Term Value
(in thousands) (in years) (in thousands)
Balance outstanding at December 28, 2008 7,367 $ 4.1:¢
Granted 2,11: 1.6C
Forfeited or expired (2,08¢) 5.2%
Exercised (63) 1.3
Balance outstanding at January 3, 2010 8,331 3.3
Granted 1,73¢ 2.7¢
Forfeited or expired (832 9.3t
Exercised (1,169 2.5¢
Balance outstanding at January 2, 2011 8,06¢ 2.7¢4
Granted 87¢€ 2.81
Forfeited or expired (803) 4.51]
Exercised (659) 2.4¢€
Balance outstanding at January 1, 2012 7,48: $ 2.5¢ 6.3¢ $ 2,791
Exercisable at January 1, 2012 487. $ 2.6¢ 517 $ 1,91t
Vested and expected to vest at January 1, 2012 7,15¢ $ 2.5¢ 6.2z % 2,74

The aggregate intrinsic value in the table abopeasents the total pretax intrinsic value, basetherCompany's closing stock price
$2.60 as of the end of the Company's current reqgppteriod, which would have been received by thigoo holders had all option holders
exercised their options as of that date.

The total intrinsic value of options exercised dgr2011 , 2010 and 2009 was $1.8 million , $2.3ioniland $49,000 , respectively.
Total cash received from employees as a resulinpi@yee stock option exercises during 2011 , 26tD2009 was approximately $1.6
million , $3.0 million and $71,000 , respectiveljhe Company settles employee stock option exereigbsnewly issued common shares. In
connection with these exercises, there was nodagfit realized by the Company due to the Companyient loss position.

Significant exercise price ranges of options outditag, related weighted average exercise pricesanttactual life information at the
end of 2011 were as follows:

Options Outstanding Options Exercisable

Weighted

Average

Remaining

Options Contractual Weighted Average Options Vested and Weighted Average
Range of Exercise Prices Outstanding Life Exercise Price Exercisable Exercise Price
(in thousands) (in years) (in thousands)

$0.78 - $1.29 73€ 6.74 $ 0.9C 52: $ 0.9C
1.63 - 1.63 1,35¢ 7.1 1.65 832 1.6¢
1.75-2.75 832 2.1% 2.3¢ 82¢ 2.3¢
2.78-2.78 2,421 8.9C 2.7¢ 63E 2.7¢
2.82 -3.02 91¢€ 4.65 2.9¢ 87¢€ 2.9¢
3.04-4.17 1,07¢ 4.44 4.0C 1,04¢ 4.01
4.36 - 5.20 81 1.6Z 4.5¢ 81 4.5¢
5.94 -5.94 43 4.3: 5.94 43 5.94
6.00 - 6.00 5 9.07 6.0C — —
6.53 - 6.53 10 1.74 6.5¢ 10 6.5¢
$0.78 - $6.53 7,48: 632 $ 2.5¢ 487¢ $ 2.6¢
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Restricted Stock Awards and Restricted Stock |

The Company began issuing restricted stock award?SAs, in the second quarter of 2007 and resttistock units, or RSUs, in the
third quarter of 2007. RSAs entitle the holder toghase shares of common stock at par value darstrt period of time, and purchased
shares are held in escrow until they vest. RSU#lesttte holder to receive, at no cost, one comstware for each restricted stock unit as it
vests. The Company withheld shares in settlemeatrgfloyee tax withholding obligations upon the wegsbf restricted stock units. There was
no stock-based compensation related to RSUs fat.201

Employee Stock Purchase P!

The weighted average estimated fair value, as eééfity the amended authoritative guidance, of rigisised pursuant to the
Company's ESPP during 2011 , 2010 and 2009 wad $&B8.36 and $0.70 , respectively. Sales undeEg®P were 171,000 shares of
common stock at an average price of $2.47 for 2AM7,000 shares of common stock at an average pfi$2.07 for 2010, and 494,000 sh:
of common stock at an average price of $0.71 paresfor 2009.

Under the 2009 ESPP, the Company issued 171,398sshiaa price of $2.47 per share during 2011 ofAnuary 1, 20121,,782,00(
shares under the 2009 ESPP remained availablesioamce. For 2011 , the Company recorded compensatpense related to the ESPP of
$146,000 .

The fair value of rights issued pursuant to the @any's ESPP was estimated on the commencemertafdzdeh offering period usir
the following weighted average assumptions:

Fiscal Years
2011 2010 2009
Expected life (months) 6.1 6.C 6.1
Risk-free interest rate 0.0&% 0.1%% 0.0&%
Volatility 56% 60% 118%
Dividend yield — — —
The methodologies for determining the above valuer® as follows:
. Expected term: The expected term represents tigghlef the purchase period contained in the E
. Risk-free interest rate: The risk-free intemege assumption is based upon the risk-free rateTo€asury Constant Maturity
bond with a maturity appropriate for the term of fiurchase period.
. Expected volatility: The Company determines exee volatility based on historical volatility dié Company's common
stock for the term of the purchase period.
. Expected dividend: The expected dividend assumjgitdased on the Company's intent not to is:

dividend under its dividend policy.

As of the end of 2011 , the unrecognized stock-db@senpensation expense relating to the CompanyPES$64,000 and was expected to be
recognized over a weighted average period of apmrately 4.4 months.

NOTE 12-INFORMATION CONCERNING PRODUCT LINES, GEOGR APHIC INFORMATION AND REVENUE
CONCENTRATION

The Company identifies its business segments basdadisiness activities, management responsibifiygeographic location. For all
periods presented, the Company operated in a siegtetable business segment.

The following is a breakdown of revenue by prodiaatily (in thousands):

60




Table of Contents

Fiscal Years
2011 2010 2009
Revenue by product lirta
New products $ 532t $ 9,38¢ % 4,871
Mature products 15,64: 16,811 10,197
Total revenue $ 20,96¢ $ 26,19¢ $ 15,07«
@ For all periods presented: New products represemtyzts introduced since 2005, and include Arctikl-iArcticLink II, Eclipse™ II,

PolarPro, PolarPro II, and QuickPQl. Mature products include Eclipse, EclipsePIUsSHC “1, pASIC 2, pASIC 3, QuickFC,
QuickMIPS, QuickPCl, QuickRAM, and V3, as well as royalty revenue, programmiagitvare and software.

The following is a breakdown of revenue by shipndggtination (in thousands):

Fiscal Years
2011 2010 2009
Revenue by geography:

United States $ 8,271 $ 8,65 $ 6,23¢
Europe 4,12 4,58( 2,87¢
Taiwan 144 451 69
Japan 2,73 2,914 1,54(
China 3,03 6,95( 2,81
Rest of North America 32¢€ 431 54¢
Rest of Asia Pacific 2,33¢ 2,221 994

Total revenue $ 20,96¢ $ 26,19¢ % 15,07

The following distributors and customers accourited.0% or more of the Company's revenue for thiépe presented:

Fiscal Years
2011 2010 2009

Distributor “A” 3% 24% 23%
Distributor “B” * 12% 15%
Distributor "C" 10% * *
Distributor “D” 13% 22% 14%
Customer “B” 15% 11% 10%

* *

Customer "E" 11%

* Represents less than 10% of revenue for the ggniesented.

The following distributors and customers accourited.0% or more of the Company's accounts recegvablof the dates presented:

January 1, January 2,
2012 2011
Distributor “A” 30% 23%
Distributor “C” * 20%
Distributor “D” * 18%
Customer "C" 23% *
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* Represents less than 10% of accounts receivabdé the date presented.

As of the end of 2011 , less than 10% of the Comigdnong-lived assets, including property and emeépt and other assets, were
located outside the United States.

NOTE 13- SHELF REGISTRATION STATEMENT

On August 21, 2009, the Company filed a shelf tegfion statement on Form&-which was declared effective on September 29:
Under the shelf registration statement, the Compaisged $5.5 million, net of placement agent's et other offering expenses of $774,000
on November 17, 2009 and has the ability to ragseowan additional $16.8 million through Septembg2012. There can be no assurance that
such capital will be available on terms acceptablitne Company.

NOTE 14-COMMITMENTS AND CONTINGENCIES

Certain wafer manufacturers require the Comparfgrecast wafer starts several months in advance Cdmpany is committed to
take delivery of and pay for a portion of forecdsteafer volume. As of the end of 2011 and 201@ ,Glempany had $532,000 and $2.8
million , respectively, of outstanding commitmefdsthe purchase of wafer inventory.

The Company leases its primary facility under a-nancelable operating lease that expires in 2@1addition, the Company rents
development facilities in Canada and India as agkales offices in Europe and Asia. Total reneagp, net of sublease income, during 2011 ,
2010 and 2009 was approximately $464,000 , $465,@0@ $581,000 , respectively.

Future minimum lease commitments under the Compapgrating leases, net of sublease income anddimgl property taxes and
insurance are as follows:

Operating Leases

(in thousands)
Fiscal Years
2012 54C
2013 51
2014 —
2015 and thereafter —
$ 591

NOTE 15-LITIGATION
Initial Public Offering Securities Litigation

On October 26, 2001, a putative securities clagsrawas filed in the U.S. District Court for the@dhern District of New York agair
certain investment banks that underwrote QuickLegigtial public offering, QuickLogic and some QuickLogic's officers and directors. The
complaint alleged excessive and undisclosed conwnissn connection with the allocation of shares@imon stock in QuickLogic's initial
and secondary public offerings and artificially igrices through “tie-in” arrangements which regdithe underwriters' customers to buy
shares in the aftermarket at pre-determined pricemlation of the federal securities laws. Pldistsought an unspecified amount of damages
on behalf of persons who purchased QuickLogic'sksparsuant to the registration statements betwsaber 14, 1999 and December 6,
2000. Various plaintiffs filed similar actions adgsgy virtually identical allegations against 0\890 other public companies, their underwriters,
and their officers and directors arising out offeaempany's public offering. These actions, inalgdihe action against QuickLogic, were
coordinated for pretrial purposes and captiolmee Initial Public Offering Securities Litigatior2l MC 92.

The parties reached a global settlement of ttgalibn. Under the settlement, the insurers areayotipe full amount of settlement shi
allocated to the Company, the Company will not gr financial liability and the Company and theestdefendants will receive complete
dismissals from the case. The settlement was apgrby the Court on October 5, 2009 and certainotdijs filed appeals. The last remaining
appeal of the settlement was withdrawn on Janudr2Q12 and the settlement may now be enforced Ciimepany did not accrue any amot
related to the proposed settlement because it oiagasonably estimable.

From time to time, the Company is involved in legations arising in the ordinary course of busingssuding but not limited to
intellectual property infringement and collectiomatters. Absolute assurance cannot be given thatt plairty
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assertions will be resolved without costly litigatiin a manner that is not adverse to the Compdingscial position, results of operations or
cash flows or without requiring royalty or otherypgents in the future which may adversely impacsgnorofit.

SUPPLEMENTARY FINANCIAL DATA
QUARTERLY DATA (UNAUDITED)

Quarter Ended

January 1, October 2, April 3, January 2, October 3, July 4, April 4,
2012 2011 July 3, 2011 2011 2011 2010 2010 2010

(in thousands, except per share amount)

Statement of Operations:

Revenue $ 434¢ $ 533¢ $ 5737 $ 5547 $ 695 $ 7,33 $ 647¢ $ 542
Cost of revenué 2,32¢ 2,28: 1,96¢ 1,93¢ 2,30¢ 2,63¢ 2,55:¢ 2,11¢
Gross profit 2,017 3,05¢ 3,771 3,60¢ 4,65¢ 4,697 3,92¢ 3,31
Operating expenses:
Research and developmént 2,45( 2,271 3,31z 1,80z 2,04¢ 1,817 1,53t 2,06(
Selling, general and administrative 2,54¢ 2,261 2,54: 2,60i 2,68t 2,53t 2,51¢ 2,33¢
Loss from operations (2,987 (1,482 (2,089 (802) (79 34t (125) (1,082
Gain on sale of TowerJazz
Semiconductor Ltd. Sharé&s — — — — — — — 992
Interest expense 5) 5) (18) (8 (10 (12 (27) (18)
Interest income and other (expense), net  (93) (49 (13 4 — 25 (50 (21
Income (loss) before income taxes (3,079 (1,536 (2,115 (814) (89) 35¢€ (202) (128)
Provision for (benefit from) income
taxes® 31 10 (55) 64 (20 (292) 13 15
Net income (loss) $ (3,110 $ (1,546) $ (2,060 $ (87¢) $ 69 $ 55C $ (215 $ (149
Net income (loss) per share:
Basic $ (00§ $ (©0H) $ (00Y) $ (0.09 $ — $ 00z $ (001 ¢ =
Diluted $ (00§ $ (009 $ (005 $ (0.0 S — $ 001 $ (001 % —
Weighted average shares:
Basic 38,48. 38,41¢ 38,37¢ 36,49¢ 36,22¢ 35,63¢ 35,38: 35,10¢
Diluted 38,48: 38,41¢ 38,37¢ 36,49t 36,22¢ 38,71: 35,38 35,10«
@ In the fourth quarter of 2011, cost of revenueéased as percentage of revenue primarily as & mfstianges in product mix during
the quarter.

@ In the second quarter of 2011, the Company incuaktitional $1.1 million in third party chip desigosts and$427,000 in purchased
IP related to its ArcticLink Il VX solution platfon.

® In the first quarter of 2010, the Company sold @00,of the TowerJazz alinary shares which resulted in a gain of $993,

@ In the third quarter of 2010, the Company recor®2@9,000 of tax benefit related to accumulatedratbenprehensive income (AO(

attributable to unrealized gains on investmentow@rJazz.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
Not applicable.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceduresydesi to ensure that information required to beldssd in the reports we file or
submit pursuant to the Securities and ExchangeofAt934, as amended, is recorded, processed, suneth@nd reported within the time
periods specified in the rules and forms of theuides and Exchange Commission, and that suchrimdtion is accumulated and
communicated to our management, including our Chiefcutive Officer and Chief Financial
Officer, as appropriate, to allow timely decisioegarding required disclosure.

Management, with the participation of the Chief &xtéve Officer and Chief Financial Officer, has feemed an evaluation of our
disclosure controls and procedures. Based on vaisiation, our Chief Executive Officer and Chieh&incial Officer have concluded that, as of
January 1, 2012 , our disclosure controls and phaees were effective.

Management's Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@gporting as defined in Rules
13a-15(f) and 15d5(f) under the Securities Exchange Act of 1934rasnded. Internal control over financial reportimthe process design
by, or under the supervision of, our Chief Execait®fficer and Chief Financial Officer, and effectgdour board of directors, management
other personnel, to provide reasonable assurageediag the reliability of financial reporting attie preparation of consolidated financial
statements for external purposes in accordancegeitierally accepted accounting principles, anduohes$ those policies and procedures that:
() pertain to the maintenance of records thatespnable detail accurately and fairly reflecttoamsactions and dispositions of assets;

(i) provide reasonable assurance that transactiomsecorded as necessary to permit preparatioarsolidated financial statements in
accordance with generally accepted account priesj@nd that receipts and expenditures of the Coyngi@e being made only in accordance
with authorizations of management and directorthefcompany; and (iii) provide reasonable assureegarding prevention or timely detect
of unauthorized acquisition, use or dispositiomof assets that could have a material effect offitaacial statements.

Because of its inherent limitations, cost effeciiviernal control over financial reporting cannobvyide absolute assurance of
achieving financial reporting objectives. Internahtrol over financial reporting is a process thablves human diligence and compliance and
is subject to lapses in judgment and breakdowndtieg from human failures. Internal control overancial reporting also can be
circumvented by collusion or improper managemeetrigge. Because of such limitations, there is la ttigit material misstatements may not be
prevented or detected on a timely basis by interaatrol over financial reporting. Also, project®oof any evaluation of effectiveness to future
periods are subject to the risk that controls megolme inadequate because of changes in conditidhatache degree of compliance with
established policies or procedures may deteriorate.

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial Office
we conducted an assessment of the effectivenems d@fiternal control over financial reporting astleé end of the period covered by this
Annual Report on Form 10-K. In making this assesgmee used the criteria based on the frameworkosttt by the Committee of Sponsoring
Organizations of the Treadway Commission in “Ing@ontrol - Integrated Framework.” Based on theults of this assessment, management
(including our Chief Executive Officer and our Chiénancial Officer) has concluded that, as of &g, 2012 , our internal control over
financial reporting was effective.

The effectiveness of the Company's internal cortvelr financial reporting as of January 1, 2012 een audited by
PricewaterhouseCoopers LLP, an independent regisrblic accounting firm, as stated on their repppearing in this Annual Report on
Form 10-K.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control dwancial reporting that occurred during our mastent fiscal quarter that have
materially affected, or are reasonably likely totenilly affect, our internal control over finantiaporting.
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ITEM 9B. OTHER INFORMATION

None.
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PART Il

Certain information required by Part Il is incorpted by reference from the definitive Proxy Staatrregarding our 2010 Annual Meeting of
Stockholders and will be filed not later than 1@8ys after the end of the fiscal year covered s/Report.

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO RATE GOVERNANCE
Information regarding the backgrounds of our officis contained herein under ltem 1, “Executiveic@fs and Directors.”

Information regarding the backgrounds of our divexis set forth under the caption “Proposal Onectibn of Directors’in our Proxy
Statement, which information is incorporated helsjrreference.

Information regarding our Audit Committee, our AuGommittee financial expert, the procedures bychtsecurity holders may
recommend nominees to our Board and our Code ofl@trand Ethics is hereby incorporated herein Bsreace from the section entitled
“Board Meetings, Committees and Corporate Goverglaimcthe Proxy Statement. A copy of our Code oh@act and Ethics is posted on our
website at http://ir.quicklogic.com.

Information regarding compliance with Section 16{fdhe Securities Exchange Act of 1934, as amenidddcorporated herein by
reference from the section entitled “Section 1&apeficial Ownership Reporting Compliance” in thex¥/ Statement.

ITEM 11. EXECUTIVE COMPENSATION
The information required by Item 11 is set forttdanthe captions “Compensation Committee Interl@id Insider Participation,”
“Executive Compensation-Compensation Discussionfamalysis,” and “Compensation of Non-Employee Diogs” in our Proxy Statement,

which information is incorporated herein by referen

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by Item 12 is set forttdanthe captions “Equity Compensation Plan Summang “Security Ownershipih
our Proxy Statement, which information is incorggedaherein by reference.

ITEM 13. CERTAIN RELATIONSHIPS, RELATED TRANSACT IONS AND DIRECTOR INDEPENDENCE

The information required by Item 13 is set forttdanthe captions “Board Meetings, Committees angp@ate Governance” and
“Transactions with Related Persons” in our Proxgt&nent, which information is incorporated heregjrréference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by Item 14 is set forttdanthe captionFees Billed to QuickLogic by PricewaterhouseCooppkering Fisce
Year 2011” in our Proxy Statement, which informatie incorporated herein by reference.
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PART IV
ITEM 15.EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(@) 1. Financial Statement
Reference is made to Item 8 for a list of all fioi@h statements and schedules filed as a pari®Réport.
2. Financial Statement Schedules
QuickLogic Corporation

Valuation and Qualifying Accounts
(in thousands)

Balance at Charged to
Beginning Costs and Deductions/Write- Balance at
of Period Expenses offs End of Period
Allowance for Doubtful Accounts:
Fiscal Year 2011 $ 16 $ — 3 6) $ 10
Fiscal Year 2010 $ 10 $ 7 % 12 $ 16
Fiscal Year 2009 $ 1¢C $ — 3 — 3 10
Allowance for Deferred Tax Assets:
Fiscal Year 2011 $ 52,827 $ 3,24C $ — 3 56,067
Fiscal Year 2010 $ 55,34 $ — 3 (2,515 $ 52,821
Fiscal Year 2009 $ 51,31¢ $ 4,02: $ — 3 55,34

All other schedules not listed above have beentethltecause the information required to be seh tbtrein is not applicable or is shc
in the financial statements or notes hereto.

3. Exhibits
The exhibits listed under Item 15(b) hereof aredias part of this Annual Report on Form 10-K.
(b) Exhibits

The following exhibits are filed with or incorpoeat by reference into this Report:

Exhibit
Number Description
3.1°
Amended and Restated Certificate of Incorporatitthe Registrant.
3.2°
Bylaws of the Registrant.
4.1°%
Specimen Common Stock certificate of the Registrant
4.3%
Form of Common Stock Warrant.
10.14" e . . ,
Form of Indemnification Agreement for directors anckcutive officers.
10.2%"

QuickLogic Corporation 1999 Stock Plan.
10.3(10,11) Notice of Grant of Restricted Stock Units and Restd Stock Unit Agreement under the 1999 Stock Pla
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10.4%"

10.5""
10.6%"

10.8*
10.9"
10.13""
10.14"*
10.15™"
10.17¢
10.18"
10.19%
10.20"
10.21%
10.23%
10.24""
10.25""
10.26""
10.27%7
10.28""
10.29"

10.30*

10.31*

10.32%
10.33@
21.1°
23.1
24.1
31.1
31.2

32

Notice of Grant of Stock Options and Stock Optiomakd Agreement under the 1999 Stock Plan.
Notice of Grant of Stock Purchase Right and RestiliStock Purchase Agreement under the 1999 Stack P

QuickLogic Corporation 1999 Employee Stock Purchisa.

Lease dated June 17, 1996, as amended, betweearsKailC and Moffet Orchard Investors as Landlord #re Registrant
for the Registrant's facility located in Sunnyvadlalifornia.

Patent Cross License Agreement dated August 28 bh88veen the Registrant and Actel Corporation.
Form of Change of Control Severance Agreement.
Form of Change of Control Severance Agreement fari®emas Hart.

2005 Executive Bonus Plan, as restated.

Second Amended and Restated Loan and Security Agmtebetween Silicon Valley Bank and the registedfective June
30, 2006.

First Amendment to Second Amended and Restated dodrSecurity Agreement between Silicon Valley Band the
registrant effective June 27, 2007.

Second Amendment to Second Amended and RestateddmmhSecurity Agreement between Silicon ValleylBand the
registrant effective June 27, 2008.

Third Amendment to Second Amended and Restated andrSecurity Agreement between Silicon Valley Band the
registrant effective July 31, 2008.

Fourth Amendment to Second Amended and Restated &od Security Agreement between Silicon ValleyBand the
registrant effective August 19, 2008.

Second Amendment to Lease Agreement between NetAppand QuickLogic Corporation effective Septembe, 2008.
QuickLogic Corporation 2009 Stock Plan.

QuickLogic Corporation 2009 Employee Stock Purclisa.

Form of Notice of Grant and Stock Option Agreemamder the 2009 Stock Plan.

Form of Notice of Grant of Stock Purchase Rightd Restricted Stock Purchase Agreement under th@ 3aick Plan.

Form of Notice of Grant of Restricted Stock UnitlaRestricted Stock Unit Agreement under the 20@@ISPlan.

Fifth Amendment to Second Amended and Restated hodrSecurity Agreement between Silicon Valley Ban#l the
registrant effective September 25, 2009.

Form of Subscription Agreement.

Sixth Amendment to Second Amended and Restated &ondrsecurity Agreement between Silicon Valley Ban#l the
registrant effective June 28, 2010.

Seventh Amendment to Second Amended and Restageddrad Security Agreement between Silicon VallegiBand the
registrant effective June 9, 2011.

QuickLogic Corporation 2009 Stock Plan (Amended Redtated March 10, 2011)
Subsidiaries of the Registrant.

Consent of Independent Registered Public Accouriing.

Power of Attorney.

CEO Certification pursuant to Section 302 of theb8aes-Oxley Act of 2002.
CFO Certification pursuant to Section 302 of theb8aes-Oxley Act of 2002.

CEO and CFO Certifications pursuant to 18 U.S.Cti8e 1350, as adopted pursuant to Section 90beoBarbanes-Oxley
Act of 2002.
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101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuine

101.DEF XBRL Taxonomy Extension Definition Linkbase Docunien

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenim

@) Incorporated by reference to the Company'sfRagion Statement on Form S-1 declared effecetober 14, 1999 (Commission File
No. 33:-28833).

2 Incorporated by reference to the Company'suahReport on Form 10-K filed on March 14, 2002 if@oission File No. 00@2671)

3) Incorporated by reference to the Company'sr@tlg Report on Form 10-Q filed on November 1302@Commission File No. 000-
22671).

4) Incorporated by reference to the Company'suahReport on Form 10-K filed on March 17, 2005 tf@oission File No. 00@2671)

(5) Incorporated by reference to QuickLogic's @untrReport on Form B-(Item 5.03) filed on May 2, 200

(6) Incorporated by reference to the Company'sr@tlg Report on Form 10-Q filed on December 22)@0Commission File No. 000-
22671).

(7) Incorporated by reference to QuickLogic's @atrReport on Form B-(Item 1.01) filed on April 28, 200

(8) Incorporated by reference to the Company'suahReport on Form 10-K filed on March 15, 2007 f@oission File No. 00@2671)

(9) Incorporated by reference to the Company'sr@tlg Report on Form 10-Q filed on August 10, 2@Commission File No. 000-
22671).

(20) Incorporated by reference to QuickLogic'sr€nt Report on Form B-(Item 1.01 and Item 5.02) filed on September@DZ

(11) This exhibit is a management contract or compenggian or arrangeme

(12) Incorporated by reference to the Companyart@dy Report on Form 10-Q filed on August 7, 2@@®mmission File No. 000-
22671).

(13) Incorporated by reference to QuickLogic'sr€nt Report on Form B-(Item 1.01) filed on August 19, 20(

(14) Incorporated by reference to the Companyartgdy Report on Form 10-Q filed on November 8)20Commission File No. 000-
22671).

(15) Incorporated by reference to the CompanysuahReport on Form 10-K filed on March 11, 200®1f@nission File No. 00@2671)

(16) Incorporated by reference to QuickLogic'sr€nt Report on Form B-(Item 1.01 and Item 5.02) filed on April 28, 20

a7 Incorporated by reference to QuickLogic'srént Report on Form B-(Item 1.01 and Item 5.02) filed on August 4, 2(

(18) Incorporated by reference to QuickLogic'sr€at Report on Form 8-(Item 1.01) filed on October 1, 20t

(19) Incorporated by reference to QuickLogic'sr€at Report on Form B-(Item 1.01) filed on November 17, 20

(20) Incorporated by reference to QuickLogic'sr€nt Report on Form BfA (Item 1.01) filed on November 17, 201

(21) Incorporated by reference to QuickLogic'sr€at Report on Form 8-(Item 1.01) filed on July 1, 201

(22) Incorporated by reference to QuickLogic'sr€nt Report on Form B-(Item 1.01) filed on June 14, 20

(23) Incorporated by reference to QuickLogic's @erdy Report on Form 10-Q filed on August 11, 2@Cbmmission File No. 00@2671)
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{(the Securities Exchange Act of 1934, as amentiedRegistrant has duly caus
this report to be signed on its behalf by the usideed, thereunto duly authorized on thiglay of March 2012 .

Q uick L ocic C ORPORATION

By: / s/ Andrew J. Pease

Andrew J. Pease
President and Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each pemsbhose signature appears below constitutes anairgppAndrew J.
Pease and Ralph S. Marimon and each of them siaglyue and lawful attorneys-in-fact and agenth fill power of substitution and
resubstitution, for him and in his name, place steéd, in any and all capacities to sign this AhRegport on Form 16 filed herewith and ar
or all amendments to said report, and to file e, with all exhibits thereto, and other documéntonnection therewith, with the Securities
and Exchange Commission granting unto said attermefact and agents the full power and authority tadd perform each and every act .
the thing requisite and necessary to be done irabndt the foregoing, as to all intents and purp@sehe or she might or could do in person,
hereby ratifying and confirming all that said atteys-in-fact and agents or any of them, or his tiults, may lawfully do or cause to be done
by virtue hereof.

Pursuant to the requirements of the Securities &xgé Act of 1934, as amended, this report has sigeed by the following persons
in the capacities and on the dates indicated below.

Signature Title Date
Is/ ANDREW J. PEASE President and Chief Executive Officer; Director
Andrew J. Pease (Principal Executive Officer) March 9, 2012
/ s/ RALPH S. MARIMON Vice President, Finance, Chief Financial Officed &ecretaryPrincipal
Ralph S. Marimon Financial Officer and Principal Accounting Officer) March 9, 2012

/ s/ E. THomAas H ART
E. Thomas Hart Executive Chairman of the Board March 9, 2012

[ s/ M icHAEL J. CALLAHAN
Michael J. Callahan Director March 9, 2012

/ s/ M icHaEL R. FARESE
Michael R. Farese Director March 9, 2012

/ s/ A RTURO K RUEGER
Arturo Krueger Director March 9, 2012

[ s/ CHRISTINE R UsSELL
Christine Russell Director March 9, 2012

/ s/ Gary H. T auss
Gary H. Tauss Director March 9, 2012
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EXHIBIT INDEX

Exhibit
Number Description
3.1°
Amended and Restated Certificate of Incorporatibthe Registrant.
3.2¢
Bylaws of the Registrant.
417
Specimen Common Stock certificate of the Registrant
4.3%
Form of Common Stock Warrant.
10.1“"
Form of Indemnification Agreement for directors andkcutive officers.
10.2%"
QuickLogic Corporation 1999 Stock Plan.
10.3(10,11) Notice of Grant of Restricted Stock Units and Restd Stock Unit Agreement under the 1999 Stock Pla
10.4%"
Notice of Grant of Stock Options and Stock Optiomakd Agreement under the 1999 Stock Plan.
10.5%"
Notice of Grant of Stock Purchase Right and RestliStock Purchase Agreement under the 1999 Stack P
10.6"
QuickLogic Corporation 1999 Employee Stock Purcheise.
10.8"? Lease dated June 17, 1996, as amended, betweearsKailC and Moffet Orchard Investors as Landlord #re Registrant
for the Registrant's facility located in Sunnyvdlglifornia.
10.9¢
Patent Cross License Agreement dated August 28 bh88veen the Registrant and Actel Corporation.
10.13""
Form of Change of Control Severance Agreement.
10.14"
Form of Change of Control Severance Agreement fari®emas Hart.
10.15"
2005 Executive Bonus Plan, as restated.
10.17¢ Second Amended and Restated Loan and Security Agmtebetween Silicon Valley Bank and the registedfective June
30, 2006.
10.18% First Amendment to Second Amended and Restated aodrSecurity Agreement between Silicon Valley Band the
registrant effective June 27, 2007.
10.19* Second Amendment to Second Amended and RestateddmmhSecurity Agreement between Silicon ValleylBand the
registrant effective June 27, 2008.
10.20% Third Amendment to Second Amended and Restated apndrSecurity Agreement between Silicon Valley Banll the
registrant effective July 31, 2008.
10.21% Fourth Amendment to Second Amended and Restateal &oé Security Agreement between Silicon ValleylBand the
registrant effective August 19, 2008.
10.23%
Second Amendment to Lease Agreement between NetAppand QuickLogic Corporation effective Septembe, 2008.
10.24""
QuickLogic Corporation 2009 Stock Plan.
10.25""
QuickLogic Corporation 2009 Employee Stock Purclisa.
10.26""
Form of Notice of Grant and Stock Option Agreemamder the 2009 Stock Plan.
10.27"

Form of Notice of Grant of Stock Purchase Rightd Restricted Stock Purchase Agreement under th@ 3aick Plan.
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10.28""
Form of Notice of Grant of Restricted Stock UnitlaRestricted Stock Unit Agreement under the 20@@ISPlan.

10.29% Fifth Amendment to Second Amended and Restated hodrSecurity Agreement between Silicon Valley Banll the
registrant effective September 25, 2009.

10.30*

Form of Subscription Agreement.

Sixth Amendment to Second Amended and Restated &odrsecurity Agreement between Silicon Valley Ban#l the
10.31® registrant effective June 28, 2010.

Seventh Amendment to Second Amended and Restataddral Security Agreement between Silicon VallegiBand the
10.32% registrant effective June 9, 2011.

10.33@ QuickLogic Corporation 2009 Stock Plan (Amended Redtated March 10, 2011)
21.1° Subsidiaries of the Registrant.

23.1 Consent of Independent Registered Public Accouriing.

24.1 Power of Attorney.

31.1 CEO Certification pursuant to Section 302 of theb8anes-Oxley Act of 2002.

31.2 CFO Certification pursuant to Section 302 of theb8aes-Oxley Act of 2002.

CEO and CFO Certifications pursuant to 18 U.S.CtiBe 1350, as adopted pursuant to Section 90BeoSarbanes-Oxley
32 Act of 2002.

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuine

101.DEF XBRL Taxonomy Extension Definition Linkbase Docunmen

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenin

@) Incorporated by reference to the Company'sfRagion Statement on Form S-1 declared effecetober 14, 1999 (Commission File
No. 33:-28833).

2 Incorporated by reference to the Company'suahReport on Form 10-K filed on March 14, 2002 if@oission File No. 00@2671)

3) Incorporated by reference to the Company'sr@tlg Report on Form 10-Q filed on November 1302@Commission File No. 000-
22671).

4 Incorporated by reference to the Company'suahReport on Form 10-K filed on March 17, 2005 if@oission File No. 00@2671)

(5) Incorporated by reference to QuickLogic's @untrReport on Form B-(Item 5.03) filed on May 2, 200

(6) Incorporated by reference to the Company'sr@tlg Report on Form 10-Q filed on December 22)@0Commission File No. 000-
22671).

(7) Incorporated by reference to QuickLogic's @atrReport on Form B-(Item 1.01) filed on April 28, 200

(8) Incorporated by reference to the Company'suahReport on Form 10-K filed on March 15, 2007 if@oission File No. 00@2671)

(9) Incorporated by reference to the Company'sr@tg Report on Form 10-Q filed on August 10, 2@Commission File No. 000-
22671).

(20) Incorporated by reference to QuickLogic'sr€nt Report on Form B-(Item 1.01 and Item 5.02) filed on September@DZ

(11) This exhibit is a management contract or compenggian or arrangeme

(12) Incorporated by reference to the Companyartedy Report on Form 10-Q filed on August 7, 2@@®mmission File No. 000-
22671).

(13) Incorporated by reference to QuickLogic'sr€ant Report on Form 8-(Item 1.01) filed on August 19, 20(

(14) Incorporated by reference to the Companyartgdy Report on Form 10-Q filed on November 8)20Commission File No. 000-
22671).
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(15)
(16)
(17)
(18)
(19)
(20)
(21)
(22)
(23)

Incorporated by reference to the CompanysuahReport on Form 10-K filed on March 11, 200®1f@nission File No. 00@2671)
Incorporated by reference to QuickLogic'sr€nt Report on Form B-(Item 1.01 and Item 5.02) filed on April 28, 20
Incorporated by reference to QuickLogic'srént Report on Form B-(Item 1.01 and Item 5.02) filed on August 4, 2(
Incorporated by reference to QuickLogic'sr€ént Report on Form B-(Item 1.01) filed on October 1, 20(

Incorporated by reference to QuickLogic'sr€nt Report on Form B-(Item 1.01) filed on November 17, 20

Incorporated by reference to QuickLogic'sr€nt Report on Form BfA (Item 1.01) filed on November 17, 201

Incorporated by reference to QuickLogic'sr€at Report on Form 8-(Item 1.01) filed on July 1, 201

Incorporated by reference to QuickLogic'sr€nt Report on Form B-(Item 1.01) filed on June 14, 20

Incorporated by reference to QuickLogic's @erdy Report on Form 10-Q filed on August 11, 2@Cbmmission File No. 00@2671)
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémdlee Registration Statements on Form S-8 (N8:-B39498, No. 333-123515,
No. 33:-76002, No. 333-34898, No. 333-34900 and No. 33332%and Form S-3 (No. 333-161501) of QuickLogiaawation of our report
dated March 9, 2012 relating to the financial steets, financial statement schedule and the effeéiss of internal control over financial
reporting, which appears in this Form-1Q

/sl PricewaterhouseCoopers LLP
San Jose, California
March 9, 2012



EXHIBIT 31.1
CERTIFICATIONS
I, Andrew J. Pease, certify that:
1. | have reviewed this annual report on FormK16F QuickLogic Corporatior

2. Based on my knowledge, this report does natadomny untrue statement of a material fact ortamstate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nietadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgtf@ periods presented in this report;

4. The registrant's other certifying officer anaké responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

(a) Designed such disclosure controls and proesdur caused such disclosure controls and proesdobe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifg prepared;

(b) Designed such internal control over financgdorting, or caused such internal control ovearfitial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataece with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbis report our conclusions
about the effectiveness of the disclosure containtbprocedures, as of the end of the period cougydhis report based on
such evaluation; and

(d) Disclosed in this report any change in thestegnt's internal control over financial reportitigit occurred during the
registrant's most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahceporting; and

5. The registrant’'s other certifying officer anltlalve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting
which are reasonably likely to adversely affectbgistrant's ability to record, process, summaaizé report financial
information; and

(b) Any fraud, whether or not material, that inked management or other employees who have aisantifole in the
registrant's internal control over financial rejoagt

Date: March 9, 2012

/s/ Andrew J. Pease
Andrew J. Pease
President and Chief Executive Officer




EXHIBIT 31.2

I, Ralph S. Marimon, certify that:

1. I have reviewed this annual report on FornKl@F QuickLogic Corporatior

2. Based on my knowledge, this report does natadomny untrue statement of a material fact ortamstate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nietadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant's other certifying officer anaké responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

(a) Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, paftdy during the period in which this report isifg prepared;

(b) Designed such internal control over financgdorting, or caused such internal control ovearfitial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataece with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registsatisclosure controls and procedures and preséentais report our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period covgrehis report based on
such evaluation; and

(d) Disclosed in this report any change in thestegnt's internal control over financial reportitigit occurred during the
registrant's most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer arldlve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thetaumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting
which are reasonably likely to adversely affectbgistrant's ability to record, process, summaaizé report financial
information; and

(b) Any fraud, whether or not material, that inked management or other employees who have aisgmtifole in the
registrant's internal control over financial rejrogt

Date: March 9, 2012

/sl Ralph S. Marimon
Ralph S. Marimon
Vice President, Finance and Chief Financial Officer




EXHIBIT 32

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

I, Andrew J. Pease, certify, pursuant to 18 U.S€xtion 1350, as adopted pursuant to Section 9@&dBarbanes-Oxley Act of 2002,
that the Annual Report of QuickLogic Corporationfeorm 10K for the fiscal year ended January 1, 2012, fabynplies with the requiremer
of Section 13(a) or 15(d) of the Securities ExcleaAgt of 1934 and that information contained intsAnnual Report on Form 10-K fairly
presents in all material respects the financiallttmm and results of operations of QuickLogic Cangtion.

By: /s/ Andrew J. Pease

Date: March 9, 2012

Name: Andrew J. Pease

Title: President and Chief Executive Officer

I, Ralph S. Marimon, certify, pursuant to 18 U.SSg&ction 1350, as adopted pursuant to Section B Garbanes-Oxley Act of 2002,
that the Annual Report of QuickLogic Corporationfeorm 10K for the fiscal year ended January 1, 2012, fabynplies with the requiremer
of Section 13(a) or 15(d) of the Securities ExcleaAgt of 1934 and that information contained intsAninual Report on Form 10-K fairly
presents in all material respects the financiallttmm and results of operations of QuickLogic Cangtion.

By: /s/ Ralph S. Marimon
Date: March 9, 2012
Name: Ralph S. Marimon

Title: Vice President, Finance and Chief Financial Officer



