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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended September 27, 2009

O 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: 001-15181

FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC.

(Exact name of registrant as specified in its chaetr)

Delaware 04-3363001
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

82 Running Hill Road
South Portland, Maine 04106

(Address of principal executive offices, includingip code)

Registrant’s telephone number, including area code(207) 775-8100

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the past@@s. Yes No O

Indicate by check mark whether the registrant lsmstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRile 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y&s No O

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company (as defined in Rule 12b-2 of the Exchangg. A

Large Accelerated file Accelerated filel O

Non-accelerated file O Smaller reporting compar [
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). YesO No
The number of shares outstanding of each of theeissclasses of common stock as of the close sihless on September 27, 2009:

Title of Each Class Number of Shares

Common Stocl 123,932,72:
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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements

FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB SIDIARIES

CONSOLIDATED BALANCE SHEETS
(In millions)

ASSETS

Current asset:
Cash and cash equivalel
Shor-term marketable securitit

Accounts receivable, net of allowances of $35.3%8%l1 at September 27, 2009 and December

2008, respectivel
Inventories
Deferred income taxes, net of allowan
Other current asse
Total current asse
Property, plant and equipment, |
Deferred income taxes, net of allowan
Intangible assets, n
Goodwill
Long-term securitie:
Other asset
Total asset

LIABILITIES, TEMPORARY EQUITY AND STOCKHOLDERS
Current liabilities:
Current portion of lon-term debt
Accounts payabl
Accrued expenses and other current liabili
Total current liabilities
Long-term debt, less current portir
Deferred income taxe
Other liabilities
Total liabilities
Commitments and contingencies (Note
Temporary equit- deferred stock unit
Stockholder' equity:
Common stocl
Additional paic-in capital
Accumulated defici
Accumulated other comprehensive i
Less treasury stock (at co

Total stockholdel' equity

Total liabilities, temporary equity and stockhols’ equity

See accompanying notes to unaudited consolidataddial statements.

" EQUITY

3

September 2 December 2!
2009 2008
(Unaudited)
$ 416« $ 351t
0.7 0.8
131.5 155.€
182.¢ 231.C
18.€ 11.7
24.5 28.%
774.% 778.¢
662.7 731.¢
9.3 <
86.7 102.1
161.: 161.7
35.4 34.¢
31.€ 33.6
$ 1,761. $ 1,849.¢
$ o2 $ <
106.¢ 94.¢
67.1 94.4
179.2 194.1
511.c 529.¢
30.5 33.C
33.1 32.¢
753.¢ 789.¢
2.2 2.8
1.3 1.3
1,402.. 1,389.(
(353.¢) (284.0)
(6.0) (10.5)
(38.7) (38.7)
1,005.: 1,057..
$ 1,761 $ 1,849.¢
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(Unaudited)
Three Months Ende
September 2 September 2
2009 2008

Total revenue $ 331:¢ $ 428.:
Cost of sale: 245t 300.1

Gross margir 86.2 128.2

Gross margin ¢ 26.(% 29.9%
Operating expense
Research and developmt 24.¢ 29.1
Selling, general and administrati 43.4 54.%
Amortization of acquisitio-related intangible 5.€ 5.k
Restructuring and impairmer 4.1 1.8

Total operating expens 78.C 91.1
Operating income (los 8.3 37.1
Other expense, n 4.4 5.4
Income (loss) before income tax 3.8 31.7
Provision (benefit) for income tax 1.2 5.C
Net income (loss $ 2.7 $ 26.7
Net income (loss) per common she

Basic $ 0.0Z $ 0.21

Diluted $ 0.0z $ 0.21
Weighted average common shal

Basic 123.¢ 124.¢

Diluted 127.k 125.(

FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB
CONSOLIDATED STATEMENTS OF OPERATIONS
(In millions, except per share and percent data)

SIDIARIES

Nine Months Ende:

September 2 September 2
2009 2008

$ 833 $ 1,253.

648.1 883.(

184.¢ 370.3
22.2% 29.5%

74.5 89.2

131.¢ 173.2

16.7 16.€

22.1 13.5

244.¢ 292.f

(60.0) 77.€

15.4 16.€

(75.4) 60.¢

(2.1 10.Z

$ (9 $ 507

$  (0.59 $ 041

$ (0.59 $ 0.4C

123.¢ 124.€

123.¢ 125.;

See accompanying notes to unaudited consolidataddial statements.
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FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB SIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In millions)
(Unaudited)
Three Months Ende Nine Months Ende
September 2 September 2 September 2 September 2
2009 2008 2009 2008
Net income (loss $ 2.7 $ 26.7 $ (739 $ 50.7
Other comprehensive income (loss), net of
Net change associated with hedging transac 1.4 (0.2) (0.2 (5.6)
Net amount reclassified to earnings for hedg 1.€ 0.¢ 8.2 3.C
Net change associated with fair value of marketabtirities
and investment (3.9 (7.6) 0.2 (23.9)
Net change associated with pension transac - - (0.9 (0.7)
Comprehensive income (los $ 1.8 $ 19.¢ $ (65.9) $ 34.c

See accompanying notes to unaudited consolidataddial statements.
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FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)

(Unaudited)

Cash flows from operating activitie
Net income (loss
Adjustments to reconcile net income (loss) to mshcprovided by operating activitie
Depreciation and amortizatic
Non-cash stoc-based compensation expel
Non-cash restructuring and impairment expe
Non-cash interest incorr
Non-cash financing expen:
Non-cash writ-off of deferred financing fee
Loss on disposal of property, plant, and equipn
Deferred income taxes, n
Gain on debt buybac
Gain on sale of equity investme
Write-off of equity investmen
Changes in operating assets and liabilities, naecqtiisitions
Accounts receivable, n
Inventories
Other current asse
Current liabilities
Other assets and liabilities, r

Net cash provided by operating activit

Cash flows from investing activitie
Purchase of marketable securi
Sale of marketable securiti
Maturity of marketable securitie
Capital expenditure
Proceeds from sale of property, plant and equipi
Purchase of molds and tooli
Acquisitions
Net cash used in investing activit|

Cash flows from financing activitie
Repayment of lor-term debt
Issuance of lor-term debi
Proceeds from issuance of common stock and fromtiseeof stock options, n
Purchase of treasury sto
Debt issuance cos
Net cash used in financing activiti

Net change in cash and cash equival
Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of pe

SIDIARIES
Nine Months Ende!

September 2 September 2

2009 2008
$ (739 $  50.7
120.7 100.¢
11.7 16.¢
0.8 8.C

(0.4) 5
1.1 .3
- 04
0.2 .3
(11.6) 2.€
(0.8) -

(0.2) 5

2.3 -
24.1 (21.1)
49t 10.2
6.3 11.¢
(9.4) (6.9)
(2.1) (4.4)
118.¢ 170.7
(0.4) (3.9)
0.3 5.C
0.2 0.2
(33.0) (133.))
- 0.4
(1.2) (3.4)

(1.5) 5
(35.6) (134.%)
(17.7) (203.])
- 150.(
- 7.2
- (15.9)
(0.7) (3.4)
(18.4) (65.2)
64. (29.2)
351.F 409.(
$ 416. $ 379.

See accompanying notes to unaudited consolidataddial statements.
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FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB SIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1 — Basis of Presentation

The accompanying interim consolidated financialesteents of Fairchild Semiconductor Internationag. I(the company) have been prepared
in conformity with accounting principles generadlgcepted in the United States of America, condigteall material respects with those
applied in the company’s Annual Report on Form 1fbkthe year ended December 28, 2008. The inténamcial information is unaudited,
but reflects all normal adjustments, which arehigopinion of management, necessary to provider atatement of results for the interim
periods presented. During the second quarter 09,20@ company recorded approximately $1.8 milbdadjustments to previously recorded
estimates which increased the benefit for incomegaDuring the third quarter of 2009, the compatprded a reduction of approximately
$1.4 million to income taxes to reflect the impath future rate change enacted during the secoader of 2009 on one jurisdictions
deferred tax assets and liabilities. The effe¢hebe adjustments are deemed immaterial. Thedbiader adjustments have no impact on the
full year results. The financial statements shdaddead in conjunction with the financial staterséntthe company’s Annual Report on

Form 10-K for the year ended December 28, 2008&aeamounts for prior periods have been reclassiio conform to the current
presentation. The results for the interim periogsret necessarily indicative of the results ofratiens that may be expected for the full year.

The preparation of financial statements in confeymiith accounting principles generally acceptethi@ U.S. requires management to make
estimates and assumptions about future eventse@stisnates and the underlying assumptions atfiecatnounts of assets and liabilities
reported, disclosures about contingent assetsianitities, and reported amounts of revenues apeeses. Such estimates include the
valuation of accounts receivable, inventories, gathdinvestments, intangible assets, and othegitved assets, legal contingencies, and
assumptions used in the calculation of income taxelscustomer incentives, among others. These &ssnand assumptions are based on
management’s best estimates and judgment. Managewvenates its estimates and assumptions on avirangasis using historical
experience and other factors, including the cureenhomic environment, which management believé® tieasonable under the
circumstances. The company adjusts such estimateassumptions when facts and circumstances ditlagaid credit markets, volatile
equity, foreign currency, energy markets and deslim consumer spending have combined to incréasericertainty inherent in such
estimates and assumptions. As future events aidefiiects cannot be determined with precisionyaktesults could differ significantly from
these estimates. Changes in those estimates ngsfitim continuing changes in the economic envirennwill be reflected in the financial
statements in future periods.

Note 2 — Financial Statement Details

September 2 December 2¢
2009 2008
(In millions)
Inventories, ne
Raw materials $ 25.1 $ 43.C
Work in proces: 99.C 108.4
Finished good 58.t 79.€
$ 182.¢ $ 231.(
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September 2 December 2¢
2009 2008
(In millions)
Property, plant and equipme

Land and improvemen $ 24.1 $ 241
Buildings and improvemen 330.¢ 325.7
Machinery and equipme 1,613.¢ 1,591.¢
Construction in progres 50.¢ 67.€
Total property, plant and equipme 2,019.: 2,009.(

Less accumulated depreciati 1,356.¢ 1,277«
$ 662.5 $ 731¢

September 2 December 2¢

2009 2008
(In millions)
Accrued expenses and other current liabili

Payroll and employee related accrt $ 33.t $ 35.¢
Accrued interes 2.€ 7.8
Taxes payabl 4.1 8.5
Restructuring and impairmer 7.6 13.2
Other 19.C 28.¢
$ 67.1 $ 94.4

Note 3 — Computation of Net Income (loss) per Share

Basic net income (loss) per share is computed ubmgveighted average number of common sharesaodisiy during the period. Diluted r
income (loss) per share is computed using the weiglverage number of common shares outstandimggciine period, plus the dilutive
effect of potential future issuances of commonistetating to potentially dilutive securities. Potially dilutive common equivalent securit
consist of stock options, performance units (Pdsjerred stock units (DSUs) and restricted stodts {RSUSs). In calculating diluted earnir
per share, the dilutive effect of stock optionsasputed using the average market price for theeaive period. Certain potential shares of
the company’s outstanding stock options were exaduskcause they were adtiutive, but could be dilutive in the future. Tfalowing table
sets forth the computation of basic and dilutedhiegs per share.
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Three Months Ende Nine Months Ende
September 2 September 2 September 2 September 2
2009 2008 2009 2008
(In millions, except per share da
Basic:
Net income (loss $ 2.7 $ 26.7 $ (739 $ 50.7
Weighted average shares outstant 123.¢ 124.¢ 123.¢ 124.¢
Net income (loss) per sha $ 0.0z $ 0.21 $ (059 $ 0.41
Diluted:
Net income (loss $ 2.7 $ 26.7 $ (739 $ 50.7
Basic weighted average shares outstan 123.¢ 124.¢ 123.¢ 124.¢
Assumed exercise of common stock equival 3.6 0.€ - 0.7
Diluted weighted average common and common equivale
shares 127.k 125.( 123.¢ 125.¢
Net income (loss) per shé $ 0.02 $ 0.21 $ (0.59 $ 0.4C

Anti-dilutive common stock equivalents, non-vess¢ack, DSUS,
RSUs, and PU 12.¢ 19.1 19.2 18.¢

In addition, the computation of diluted earnings gigare for the nine months ended September 28 @d0not include the assumed
conversion of the 5% Convertible Senior Subordithdetes (Notes) because the effect would have hegilutive. The annual interest
expense on the Notes was $11.0 million and thengiateamount of common shares to be converted wamélion. The Notes did not impact
the three and nine months ended September 27,80ty were redeemed in the second quarter of 2008

Note 4 — Supplemental Cash Flow Information

Nine Months Ende:

September 2 September 2
2009 2008
(In millions)
Cash paid for
Income taxe: $ 13.C $ 16.1
Interest $ 16.€ $ 24.2

Note 5 — Financial Instruments

Fair Value of Financial InstrumentIn accordance with the requirements of the Faiugdalleasurements and Disclosures Topic of the
Financial Accounting Standards Board (FASB) AccounStandards Codification (ASC), the company geoip financial assets and
liabilities measured at fair value on a recurrigib in three levels, based on the markets in wihielassets and liabilities are traded and the
reliability of the assumptions used to determirievfalue. These levels are:

e Level 1-Valuation is based upon quoted market price fontidal instruments traded in active marki

e Level 2 —Valuation is based on quoted market prices forlainmstruments in active markets, quoted pricesdentical or simila
instruments in markets that are not active, andahbdsed valuation techniques for which all sigmifit assumptions are
observable in the marke

* Level 3 — Valuation is generated from model-bagetiniques that use significant assumptions notreabke in the market.
Valuation techniques include use of discounted dasihhmodels and similar technique

In accordance with the requirements of the Faiugafleasurements and Disclosures Topic of the FASB At is the company’s policy to
maximize the use of observable inputs and minirtlieeuse of unobservable inputs when developing/idite measurements. When
available, the company uses quoted market pricesetsure fair value. If market prices are

9
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not available, the fair value measurement is baseghodels that use primarily market based paramételuding interest rate yield curves,
option volatilities and currency rates. In certaases where market rate assumptions are not aeaithb company is required to make
judgments about assumptions market participantdduee to estimate the fair value of a financiatimment. Changes in the underly
assumptions used, including discount rates anchass of future cash flows could significantly afféhe results of current or future values.
The results may not be realized in an actual saiemediate settlement of an asset or liabilitye elow for further discussion of the fair
value of the company’s derivatives and Note 6 fotHfer discussion of the fair value of the comparsgcurities.

Derivatives. The company uses derivative instruments to manggeseres to changes in foreign currency exchartgs end interest rates. In
accordance with the requirements of the Derivatares Hedging Topic of the FASB ASC, the fair vatiehese hedges is recorded on the
balance sheet. All of the company’s derivativesteaded in over-the-counter markets where quotedkebprices are not readily available.
For those derivatives, the company measures fhieussing prices obtained from the counterpartils whom the company has traded. The
counterparties price the derivatives based on nsdtat use primarily market observable inputs, sagchield curves and option volatilities.
Accordingly, the company classifies these deriegtias Level 2.

The company is exposed to credit-related loss#seirvent of non-performance by counterpartiestiging instruments. The counterparties
to all derivative transactions are major finanaiatitutions with investment grade credit ratingewever, this does not eliminate the
company’s exposure to credit risk with these inftins. This credit risk is generally limited taethnrealized gains in such contracts should
any of these counterparties fail to perform asemtéd. The company considers the risk of countgrgifault to be minimal.

The following table presents the balances of agseddiabilities measured at fair value on a reogrbasis as of September 27, 2009.

Fair Value Measuremen

Quoted Price Significant
in Active Other Significant
Markets for Observabl Unobservabl
Identical
Liabilities Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
(In millions)
Foreign Currency Derivative
Assets $2E $ - $ 25 $ -
Liabilities (0.9) = (0.9 =
Interest Rate Swa (3.9 - (3.9 -
$(1.9) $ - $ (L9 $ -

Foreign Currency DerivativesThe company uses currency forward and combinagiioo contracts to hedge a portion of its foreahste
foreign exchange denominated revenues and expértsesompany monitors its foreign currency expostwemaximize the overall
effectiveness of its foreign currency hedge posg#ticCurrencies hedged include the euro, Japanes®dippine peso, Malaysian ringgit,
Korean won and Chinese yuan. The company’s obgsfior holding derivatives are to minimize the sisising the most effective methods to
eliminate or reduce the impacts of these exposiifes maturities of the cash flow hedges are 15 hwat less.

Changes in the fair value of derivative instrumentated to time value are included in the assestofdedge effectiveness. Hedge
ineffectiveness, determined in accordance the Rgvies and Hedging Topic of the FASB ASC, did ne¢éna material impact on earnings
the three and nine months ended September 27,a&September 28, 2008. No cash flow hedges weeealgnized or discontinued during
the three and nine months ended September 27,8&tDSeptember 28, 2008.

Derivative gains and losses included in accumulathdr comprehensive income (AOCI) are reclassifital earnings at the time the
forecasted transaction is recognized. The compsatipates that $1.4 million of net unrealized detiv@gains included in AOCI will be
reclassified into earnings within the next twelvenths.

10
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The company also uses currency forward and conibimaption contracts to offset the foreign curreimapact of balance sheet translation.
These derivatives have one month terms and thalifatr value, if any, and the subsequent gainlesses on the change in fair value are
reported in earnings within the same income stat¢fivee as the impact of the foreign currency ttatisn.

Interest Rate Derivative The company’s variable-rate debt exposes the coynwavariability in interest payments due to chamgeinterest
rates. The company uses a forward interest ratp swmitigate the interest rate risk on a portibitvariable-rate borrowings in order to
manage fluctuations in cash flows resulting froraraies in interest rates on variable-rate debt.

Effectiveness of this hedge is calculated by corngathe fair value of the derivative to a hypothatiderivative that would be a perfect hedge
of floating rate debt. The value of the hedge e¢ption was zero and ineffectiveness was immatasialf September 27, 2009.

Derivative gains and losses included in AOCI ardassified into earnings at the time the forecastansaction is recognized. There are
currently $3.5 million of unrealized losses incldde AOCI. The amounts are subsequently reclaskifito interest expense as a yield
adjustment in the same period in which the relatggtest on the floating-rate debt obligations etffearnings.

The table below shows the notional principal arelltitation and amounts of the derivative fair valirethe statement of operations and the
consolidated balance sheet as of and for the pegnded September 27, 2009 and December 28, 2061t to the Derivatives and
Hedging Topic of the FASB ASC, the company netsféirevalue of all derivative financial instrumemtdth counterparties for which a mas
netting arrangement is utilized. The notional ppatamounts for these instruments provide one oreasf the transaction volume
outstanding as of year end and do not represemtrtioeint of the company’s exposure to credit or etadss. The estimates of fair value are
based on applicable and commonly used pricing nsagkthg prevailing financial market informationadsSeptember 27, 2009 and
December 28, 2008. Although the following tabldeetfs the notional principal and fair value of amtsuof derivative financial instruments
does not reflect the gains or losses associatddthét exposures and transactions that these faanstruments are intended to hedge. The
amounts ultimately realized upon settlement ofetfegancial instruments, together with the gaind Ersses on the underlying exposures will
depend on actual market conditions during the reimgilife of the instruments.

The following tables present derivatives designatetiedging instruments under the Derivatives agdijithg Topic of the FASB ASC.

Amount of
Gain (Loss
: Income
Notiona Recognize Statement Amount of Gain (Loss)
Balance Sheet Fair Classification Reclassified from AOCI and
Classificatior  Amount Value In AOCI of Gain (Loss Recognized In Incom

Three Month

Nine Months
Ended Ended
September 2 September 2
As of and for the Nine Months Ended
September 27, 20( 2009 2009
(In millions)
Derivatives in Cash Flow Hedges Related to Existingssets and
Liabilities
Interest rate contra Current liabilitie: $ 150.C $(3.5) $ (3.5) Interest expen: $ 16 $ 4.9
Derivatives in Cash Flow Hedges Related to Forecast Transactions
Foreign exchange contrac
Derivatives for forecasted revent Current asset $ - $ - $ - Revenue $ - $ =
Derivatives for forecasted revent Current liabilitie 22.¢ (0.9 (0.8) Revenue -
Derivatives for forecasted expens Current asset 70.€ 2.t 2.5 Expense: - -
Derivatives for forecasted expen: Current liabilitie: 12.€ (0.7) (0.1) Expense! -
Total of all net derivatives, ni $ 1067 $ 1€ $ 1.6 $ - $ -
Positions no longer open at quarter $ - Revenue $ 02 $ 1.2
Positions no longer open at quarter - Expense: 0.2 (5.2
Total of positions no longer open at quarter $ - $ - $ (3.9

11
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Interest rate contra

Foreign exchange contrac

Gain (Loss) Recognized in OCI for Derivative Instients (1)
Three Months Ended Nine Months Ended
September 27, 20( September 27, 20(

$ iLg $ 2.8
1.7 5.€
$ 3.C $ 8.1

(1) This amount is inclusive of both realized and ulized gains and losses recognized in C

As of and for the Year Ended December 28, 2

Amount of Amount of
Amount of Gain (Loss Gain (Loss
Gain (Loss
Notional Recognize Income Statement Recognize Reclassifie
Balance Sheet Classification of
Classificatior Amount  Fair Value In AOCI Gain (Loss) In Income from AOCI
(In millions)

Derivatives in Cash Flow Hedges Relate
to Existing Assets and Liabilities
Interest rate contra

Derivatives in Cash Flow Hedges Relatec
to Forecasted Transactions
Foreign exchange contrac

Current liabilitie: $150.( $ (6.0)0 $ (6.0

Interestexpen: $ (2.2) $ (2.2

Derivatives for forecasted revent Current liabilitie: $ 40.C $ 05 $ 0£E Revenue $ (01 % =
Derivatives for forecasted expen: Current liabilitie: 92.C (4.6) (4.€) Expense: (0.7) -
Total of derivatives in a net liability

position $132. $ 41 $ (4. $ (02 3 =
Positions no longer open at quarter $ - Revenue $ 21 $ (21
Positions no longer open at quarter - Expense! (8.6) (8.6)
Total of positions no longer open at

quarter enc $ - $ (105 $ (10.9)

The following tables present derivatives not deatgd as hedging instruments under Derivatives adbig Topic of the FASB ASC.

Derivatives in Cash Flow Hedges Related t
Existing Assets and Liabilities
Foreign Exchange Contrac
Derivatives related to existing ass
Derivatives related to existing liabiliti¢

Total of derivatives in a net liability positic

Positions no longer open at quarter
Positions no longer open at quarter

Total of positions no longer open at quarter

As of and for the Nine Months Ended September R@9;

Income Stateme Amount of Gain

Notiona (Loss) Recognize

Classification of
Gain (Loss)

Balance Sheet

Classification Amount Fair Value In Income

(In millions)

Current liabilitie: $ 64 $ - Revenue $ -
Current liabilitie: 7.€ - Expense! -
$14.C $ - $ -

Revenue $ 0.€

Expense! 0.9

$%E)

12
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As of and for the Year Ended December 28, 2

Income Stateme Amount of Gain
Notiona (Loss) Recognize
Balance Sheet Classification of
Classification Amount Fair Value Gain (Loss) In Income
(In millions)
Derivatives in Cash Flow Hedges Related to Existin
Assets and Liabilities
Foreign Exchange Contrac
Derivatives related to existing ass Current liabilite:  $10<¢ $ 0.2 Revenue $ &
Derivatives related to existing liabiliti¢ Current liabilitie 14.4 (0.2 Expense! (0.2)
Total of derivatives in a net liability positic $25.8 $ 0.1 $ 0.1
Positions no longer open at year ¢ Revenue $ (1.5)
Positions no longer open at year ¢ Expense! (515
Total of positions no longer open at year $ (7.0

Note 6 — Securities

The company invests excess cash in marketableiseswonsisting primarily of commercial paper, porate notes and bonds, and U.S.
government securities. While the company still B@dction rate securities, the company no longgvredg invests in them.

All of the company’s securities are classified @ailable-for-sale. In accordance with the InvesttaenDebt and Equity Securities Topic of
the FASB ASC, available-for-sale securities argiedrat fair value with unrealized gains and lossekided as a component of OCI within
stockholders’ equity, net of any related tax effécsuch gains and losses are considered tempdRa&alized gains and losses on these
investments are included in interest income anées@. Declines in value judged by management tiher-than-temporary and credit
related are included in impairment of investmentthe statement of operations. The noncredit compioof impairment is included in OCI.
For the purpose of computing realized gains ansklescost is identified on a specific identificatlzasis. There were no realized gains or
losses on sales of securities in 2009 or 2008.dexxfrom sales of available-for-sale securitiedeéd $0.3 million and $5.0 million for the
nine months ended September 27, 2009 and Sept@®&p2008, respectively.

Securities are summarized as of September 27, 2009:

Amortizec Gross Unrealize Gross Unrealize Market
Cost Gains Losses Value
(In millions)
Shor-term available for sale securitie
U.S. Treasury securities and obligations of U.Segoment
agencies $ 01 $ - $ - $ 0.1
Corporate debt securiti 0.€ - - 0.€
Total marketable securitit $ 0.7 $ - $ - $ 0.7
Amortizec Gross Unrealize Gross Unrealize Market
Cost Gains Losses Value
(In millions)
Long-term available for sale securitie
U.S. Treasury securities and obligations of U.Segoment
agencie $ 18 $ 0.1 $ - $ 168
Corporate debt securiti .3 - - 0.3
Auction rate securitie 36.2 - (3.0 33.2
Total securities $ 38.% $ 0.1 $ (3.0 $35.4
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Securities are summarized as of December 28, 2008:

Amortizec Gross Unrealize Gross Unrealize Market
Cost Gains Losses Value
(In millions)
Shor-term available for sale securitie
U.S. Treasury securities and obligations of U.Segoment agencie $ 0.2 $ - $ - $ 0.2
Corporate debt securitit 0.€ - - 0.€
Total marketable securiti $ 0.8 $ - $ - $ 0.8
Amortizec Gross Unrealize Gross Unrealize Market
Cost Gains Losses Value
(In millions)
Long-term available for sale securitie
U.S. Treasury securities and obligations of U.Segoment agencie $ 1.7 $ 0.2 $ - $ 2C
Corporate debt securiti 0.3 - - 0.3
Auction rate securitie 32.c - - 32.c
Total securities $ 34.: $ 0.3 $ = $34.¢€

In aggregate, the auction rate securities werenietainrealized loss position as of September @99 2These securities have been in an
unrealized loss position for less than 3 month® direalized loss is attributable to a decreaseairket value primarily driven by a change in
credit rating of one issue within the auction regeurity portfolio. However, the company does nt¢id to sell or believe it is more likely
than not that the company would be required totkellecurities before a recovery of the amorteest basis of the investment. In addition,
as a result of the continued performance of theeissd its’ insurance guarantee, the company cerssitlis decrease in fair value to be
temporary in nature.

The following table presents the amortized costestimated fair market value of available-for-ssdeurities by contractual maturity as of
September 27, 2009.

Amortizec Market
Cost Value

(In millions)
Due in one year or le: $ 0.7 $ 0.7
Due after one year through three ye 0.3 0.4
Due after three years through ten ye 1.1 1.2
Due after ten yeal 36.€ 33.¢

$ 39.C $36.1

As of September 27, 2009, auction rate securitiés asmarket value of $33.2 million are includedlie table above in contractual maturities
due after ten years. The company’s auction ratergexs are composed of approximately $21.7 millidrsecurities that are structured
obligations of special purpose reinsurance entit&ociated with life insurance companies and $tilllon of corporate debt securities
issued by a special purpose financial servicesaratipn that offers credit risk protection throughiting credit derivatives. The company
continues to accrue and receive interest on trexa@isies based on a contractual rate.

Under the Fair Value Measurements and DisclosuogicTof the FASB ASC, the company groups securitieasured at fair value on a
recurring basis in three levels, based on the niaikevhich the assets are traded and the relialofithe assumptions used to determine fair
value. (See Note 5 for further discussion of thevialue hierarchy under the Fair Value Measuremant Disclosures Topic.)
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Level 1 securities include those traded on an aaikchange as well as U.S. Treasury, and otherddv&rnment and agency-backed
securities that are traded by dealers or brokeastive over-the-counter markets. The company baseourities classified as Level 2. The
securities classified as Level 3 are auction rateisties.

The fair value of securities is based on quotedketgsrices at the date of measurement, excepuitdian rate securities. The auction rate
security market is no longer active and as a relsate is no observable market data for thesesadsait value estimates are based on
judgments regarding current economic conditiomgiitlity discounts and interest rate risks. Thesienases involve significant uncertainti

and judgments and cannot be determined with paatisis a result such calculated fair value estimatay not be realizable in a current sale
or immediate settlement of the instrument. In addjtchanges in the underlying assumptions usdldeifiair value measurement technique,
including discount rates, liquidity risks and esties of future cash flows could significantly afféeese fair value estimates.

The company performed its own discounted cash {D@F) calculation to determine the estimated failue of the auction rate securities.
The assumptions used in preparing the DCF modklded estimates for the amount and timing of futoterest and principal payments and
the rate of return required by investors to owrs¢hgecurities in the current environment. In makimgge assumptions, relevant factors that
were considered included: the formula applicableach security which defines the interest rate tmidvestors in the event of a failed
auction; forward projections of the interest raéathmarks specified in such formulas; the liketyitig of principal repayments; the
probability of full repayment considering guararstég third parties and additional credit enhancemprovided through other means. The
estimate of the rate of return required by investorown these securities also considers the dureenced liquidity for auction rate securiti
The inputs for the company’s DCF were based upditigy available data as well as the compangwn estimates. The primary unobserv
input to the valuation was the maturity assumptidnich ranged from five to twelve years dependindgtaindividual auction rate security.
The maturity assumptions were based on the terrtteainderlying instrument and the potential fatmecturing the auction rate security. In
the fourth quarter of 2008, the company concludhed the impairment of its auction rate securities wther-than-temporary and recognized a
loss of $19.0 million in the income statement.

However, the company does not intend to sell aetbeelit is more likely than not that the companyudobe required to sell the securities
before a recovery of the amortized cost basis@frilestment. As a result, in the second quart@068, based on the requirements of the
Investments — Debt and Equity Securities TopicheffFASB ASC, the company analyzed the $19.0 millitrer-thantemporary loss that wi
recognized in the income statement in the fourthrigu of 2008 to determine the noncredit componEm. noncredit component of the loss is
primarily driven by changes in interest rates. fibacredit component was calculated by bifurcatirgdiscount rate used in calculating the
fair value estimates for the auction rate securitiethe fourth quarter of 2008 into its credikrad noncredit components. The fair value of
each auction rate security was then revalued ubmgoncredit component of the discount rate. Eieutated fair value was compared to the
par value of each issue to determine the unrealasdrelated to the noncredit component. The neimgiunrealized loss was determined to
be the credit loss component. It was determinetd®h.5 million of the loss was attributable toditdoss. As a result, in the second quarte
2009, a cumulative adjustment of the remaining $31Bon, which was attributable to changes in nett rates, was reclassified from retained
earnings to AOCI. There is no portion of other-ttamporary impairment related to credit loss cutyeimcluded in AOCI.

The following table presents a rollforward of theaunt related to credit losses recognized in egmiuring the nine months ended
September 27, 2009.

Credit Losse

Recognized i

Earnings

(In millions)
Balance at beginning of peric $ 155
Accretion of impairments included in net Ic (0.9
Balance at end of peric $ 15.1
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The following table presents the balances of séesnmeasured at fair value on a recurring basef &eptember 27, 2009.

Fair Value Measuremen

Significant
Quoted Prices
in Active Other Significant
Markets for Observabl Unobservabl
Identical Asset
Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
(In millions)
Marketable securitie $2.¢ $ - $ 2¢ $ -
Auction rate securitie 33.2 - - 33.2
$36.1 $ = $ 29 $ 33.2

The following table summarizes the changes in I8&curities measured at fair value on a recutvasgis for the nine months ended
September 27, 2009.

Auction Rat
Securities
(In millions)
Balance at beginning of peric $ 32:
Total realized and unrealized gains or (lossesduded in OCI (3.0
Cumulative adjustment to reclassify the non credihponent of a
previously recognized ott-thar-temporary impairmer S
Accretion of impairments included in net Ic 0.4
Purchases, issuances and settlerr -
Balance at end of peric $ 33.C

Note 7 — Segment Information

Effective December 29, 2008 (first day of fiscahy@009), the company realigned its operating segsrend management structure and,
accordingly, its segment reporting. Two produceéipreviously included in the Standard Productu@{&PG) were transferred into our
Mobile, Computing, Consumer and Communications (M @nd Power Conversion, Industrial and Automo(R€IA) groups. The
realignment corresponds with the way the companyages the business and was designed to reduceaodstscilitate greater customer
intimacy by moving from a product oriented struettw an application based structure. The majofith® company’s activities have now
been realigned into two focus areas; MCCC, whicdu$es on handset, computing and multimedia apjitatand PCIA, which focuses on
power supply and motor control solutions. Eacthese segments has a relatively small set of leadispmers, common technology
requirements and similar design cycles. The StahD#screte and Standard Linear (SDT) businessoeiitinue to be managed separately
third segment. All segment reporting within managatis discussion and analysis has been restatedl¢at this change.

In addition, as a result of a company-wide simgtifion effort, the allocation of selling, generatlaadministrative (SG&A) expenses to the
reporting segments was changed beginning in thedirarter of 2009. Starting in fiscal year 200@, ¢company only includes dedicated, di
SG&A spending by the segments in the calculatiotheir operating income. All other corporate 1e88&A spending is now included in the
corporate category. Prior periods have been rabstateeflect this change.

The following table presents selected operatingmeay financial information for the three and ninentihs ended September 27, 2009 and
September 28, 2008. Historical amounts in the tablew have been reclassified to align with these nperating segments.
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Three Months Ende

Nine months Ende

September 2 September 2 September 2 September 2
2009 2008 2009 2008
(In millions)
Revenue and operating income (lo:
MCCC
Total revenue $ 144:¢ $ 206.1 $ 373.¢ $ 596.
Operating incom: 23.€ 48.1 41.F 137.2
PCIA
Total revenue 151.( 177.€ 370.¢ 524.¢
Operating incom: 26.7 33.€ 37.¢ 91.t
SDT
Total revenue 36.C 44.€ 88.7 132.2
Operating incom: 4.2 3.3 4.1 9.1
Corporate
Restructuring and impairments expe (4.7 (1.9 (22.7) (13.9)
Stocl-based compensation expel (5.2 (4.0 (22.9) (16.9)
Selling, general and administrative expe (37.9 (42.7) (109.6) (129.9
Total consolidate:
Total revenue $ 331¢ $ 428: $ 833« $ 1,253.
Operating income (los: $ 8.2 $ 37.1 $ (60.0 $ 77.¢
Note 8 — Goodwill and Intangible Assets
The following table presents a summary of acquinéahgible assets.
As of September 27, 20( As of December 28, 20(
Gross Carryin Accumulate Gross Carryin Accumulate
Period of
Amortization Amount Amortizatior Amount Amortizatior
(In millions)
Identifiable intangible asset
Developed technolog 2-15year $ 238¢ $ (175.6 $ 2376 $ (161.)
Customer bas 8-10 year 81.€ (62.7) 81.€ (60.7)
Core technolog 10 year 3.9 (1.0 3.6 (0.7)
Assembled workforc 5 year: 1.0 (0.7) ilC (0.5)
Process technoloc 5year 1.6 (0.9 1.€ (0.6
Patent: 4 year 5.9 (5.9 5.9 (5.9
Subtotal 332.¢ (246.2) 331.¢ (229.5)
Goodwill (1) 161.5 - 161.7 -
Total $ 4947 3 (246.9 $ 493 $ (229

1)

The entire balance of goodwill is assignechisMCCC product group. The realignment of the camgfsasegment reporting did not
impact the carrying amount of goodwill by segméniring the third quarter of 2009, a tax adjustm&r$0.4 million was recorded
related to purchase accounting entries for theiaitiun of System General Corporatic

The following table presents the estimated amditinsexpense for intangible assets for the remainfi2009 and for each of the five
succeeding fiscal years.
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Estimated Amortization Expens (In millions)
Remainder of 200 $ 5.€
2010 22.Z
2011 18.C
2012 15.¢
2013 13.c
2014 54

Note 9 — Restructuring and Impairments

During the three and nine months ended Septemh&0®B, the company recorded restructuring and immaat charges, net of releases, of
$4.1 million and $22.1 million, respectively. Iretthird quarter of 2009, the charges include $2lHom of employee separation costs and
$1.7 million of fab closure costs associated wlig 2009 Infrastructure Realignment Program. Thé@206fiastructure Realignment Program
includes costs associated with the closure of therthintop, Pennsylvania manufacturing facility amel four-inch manufacturing line in
Bucheon, South Korea, both of which were annourcdide first quarter of 2009. The 2009 Program atstudes charges for a smaller
worldwide cost reduction plan to further right-staer company and remain financially healthy. Thedtlyuarter restructuring charges also
include $0.1 million in employee separation costsoaiated with the 2008 Infrastructure Realignnfrogram and $0.1 million in releases
associated with the 2007 Infrastructure Realignrfeagram. The charges in the first six months @®idicluded $6.8 million of employee
separation costs, $0.7 million in lease impairmearsts and $0.6 million in releases associated thét2008 Infrastructure Realignment
Program as well as $0.8 million in asset impairntarsts, $9.1 million in employee separation costs$l.2 million in fab closure costs
associated with the 2009 Infrastructure Realignrifeagram.

During the three and nine months ended Septemh&02B, the company recorded restructuring and immast charges, net of releases, of
$1.8 million and $13.3 million, respectively. Iretthird quarter of 2008, the charges include $aIkom of employee separation costs and
$1.7 million in lease impairment costs associaté the 2008 Infrastructure Realignment Program $Md million in releases associated
with the 2007 Infrastructure Realignment Prograimai@es for the nine months ended September 28, #808nclude $2.3 million of
employee separation costs, $8.0 million in asspairment costs and $0.1 million in office closuosts all associated with the 2008
Infrastructure Realignment Program and $1.3 milbbemployee separation costs and $0.2 millioreserve releases both associated witl
2007 Infrastructure Realignment Program.

The following table presents a summary of the @gtim the company’s accrual for restructuring amghairment costs for the quarterly
periods ended September 27, 2009 (in millions).
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Accrual
Accrual Balance ¢
Balance a New Cash Reserv Non-Cast
12/28/200: Charge Paid Releas Iltems 3/29/200¢
2007 Infrastructure Realignment Progra
Employee Separation Cos $ 04 $ - $01) $ - $ - $ 023
2008 Infrastructure Realignment Progra
Employee Separation Co: 11.2 5.8 (14.0 (0.2 - 2.8
Lease Impairment Cos 1.5 0.3 (0.2 - - 1.€

2009 Infrastructure Realignment Progra
Asset Impairmen - 0.8 (0.9 -

$ 132 $6S $145 $(02 $ (08 $ 48

Accrual Accrual
Balance a New Cash Reserv Non-Cast Balance ¢
3/29/200¢ Charge Paid Releas Items 6/28/200¢
2007 Infrastructure Realignment Progra
Employee Separation Cos $ 02 $ - $01) $ - $ - $ 0.2
2008 Infrastructure Realignment Progra
Employee Separation Co: 2.8 1.C (2.0 (0.9 - 1.t
Lease Impairment Cos 1.€ 0.4 (0.2 - - 1.8
2009 Infrastructure Realignment Progra
Employee Separation Co: - 9.1 (5.9 - - 3.2
Fab Closure Cos! - 1.2 (1.2) - - -
$ 48 $117 $(93 $04H 3 - $ 6.8
Accrual
Accrual Balance ¢
Balance a New Cash Reserv Non-Cast
6/28/200¢ Charge Paid Releas Items 9/27/200¢

2007 Infrastructure Realignment Progra
Employee Separation Cos $ 02 $ - $ - $01) $ - $ 0.1

2008 Infrastructure Realignment Progra

Employee Separation Co: 1.t 0.1 (0.5 - - 1.1
Lease Impairment Cos 1.9 - (0.2) - - 1.8
2009 Infrastructure Realignment Progra
Employee Separation Co: 3.2 2.4 (0.7) - - 4.9
Fab Closure Cos! - 1.7 (1.7 - - -
$ 68 $42 $@BO %Oy $ - $ 7.8

The company has substantially completed paymetitsofemaining employee severance accruals relatda 2008 Infrastructure
Realignment Program, except for a few specific eygs located in Europe and Japan. Payouts assbueiégh the 2008 lease impairment
will be made on a regular basis and will be conglst the fourth quarter of 2011. The company presipannounced that the consolidation
of the South Korea fabrication processes and th&ucté of the Mountaintop facility would be comptétsy June 2010. However, as a result of
increased demand for the products manufacturdtbaetfacilities, the company now expects to corapletse actions during the fourth
quarter of 2010. The company does not anticipatetthis extension will have any significant impantthe cash and non-cash charges the
company originally planned or upon the annualizgd of cost savings that the company expects teeelonce these closures are complete.
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Note 10 — Contingencies

Patent Litigation with Power Integrations, IrOn October 20, 2004, the company and its wholly edvsubsidiary, Fairchild Semiconductor
Corporation, were sued by Power Integrations, ilmthe U.S. District Court for the District of Dedare. Power Integrations alleges that
certain of the company’s pulse width modulation (Bhtegrated circuit products infringe four Powategrations U.S. patents, and seeks a
permanent injunction preventing the company fronmuf@cturing, selling or offering the products fatesin the U.S., or from importing the
products into the U.S., as well as money damaggsdst infringement. The company has analyzed tiveeP Integrations patents in light of
the company’s products and, based on that anatjes not believe the company’s products violated?dntegrations’ patents. Accordingly,
the company is vigorously contesting this lawsuit.

The company also petitioned the U.S. Patent andefnark Office for reexamination of all unexpiredqud claims asserted in the case (those
being all asserted claims from three of the fouepts asserted in the case; the fourth patentiped), and as a consequence the patent
office initiated reexamination proceedings on eaicthose claims. In the first half of 2008, infitst formal correspondence regarding the
validity of the patents, the patent office rejecadidbf the asserted claims. In December 2008p#ient office issued final rejections for 12 of
14 patent claims from two of the three unexpired@ontegrations patents. In May 2009, the patéfiteopermitted Power Integrations to
amend the rejected claims of both patents and resapits reexaminations to consider the amendmengaily 2009, the patent office issued
final rejections of the amended claims of both ptteAs to the third unexpired patent involvedhia tawsuit, in May 2009, the patent office
issued a final office action rejecting all clainssarted by Power Integrations.

The trial in the case was divided into three phaghs first phase, held in October 2006, was onrigément, the willfulness of any
infringement, and damages. On October 10, 200&ryar¢turned a verdict finding that thirty-threetbé company’s PWM products infringe
one or more of seven claims asserted in the foienpa The jury also found that the company wilifilmfringed the patents, and assessed
damages against the company in the amount of ajppately $34 million. The second phase of the ttield in September 2007 before a
different jury, focused on the validity of the Pavietegrations patents. On September 21, 2007yar@iurned a verdict in the second phase,
finding that the four Power Integrations patentsea®d against the company are valid. The thirg@lod the trial began on September 21,
2007, and covered the enforceability of the patedisSeptember 24, 2008, the court ruled that #terjts are enforceable.

On December 12, 2008, the judge overseeing theredseed the jury’s October 10, 2006 damages afxand approximately $34 million to
approximately $6.1 million, and ordered a new tolthe issue of whether the company willfully infled Power Integrations’ asserted
patents. The court also issued a permanent inpmoin a limited number of Fairchild’s products @miog the company from making, selling
or offering to sell the products in the U.S., amfrimporting the products into the U.S. The injumetook effect on May 13, 2009. The
company voluntarily stopped U.S. sales and impioratf those products in 2007 and has been offegptacement products since 2006.

On June 22, 2009, the new trial on willfulness Wwelsl. The court has not yet issued a final rulmghie case. If the court in the new
willfulness trial finds that the company’s infringent was willful, the court will have discretionitcrease the $6.1 million damage award by
up to three times the amount of the award. Addiilgn the court has awarded Power Integrationsjydgment interest and may also require
the company to pay Power Integrations’ attornegésf The final damages award and injunction argesuto appeal and, regardless of the
outcome of the willfulness trial, the company expdo challenge several aspects of the litigatiomppeal. If the company chooses to appeal,
the company will likely be required to post a bamgrovide other security in an amount equal tcfith@ damage award for the duration of
the appeal process.

On May 23, 2008, Power Integrations filed anotla@rduit against the company, Fairchild SemiconduCtmporation and the company’s
wholly owned subsidiary System General Corporaittiotiie U.S. District Court for the District of Delare, alleging infringement of three
patents. Of the three patents claimed in this l&wsuo are patents that were asserted againstahmpany and Fairchild Semiconductor
Corporation in the October 2004 lawsuit describeova. As mentioned above, all claims asserteddrfitht lawsuit from these two patents
have now received final rejections from the pat#fite. In response to the company'’s petition, th&ent office also reexamined the third
patent asserted in the case, and on Septembe®@4 r@jected all asserted claims from that pafeém. company believes it has strong
defenses against Power Integrations’ claims amhdt to vigorously defend this second lawsuit.

On November 4, 2009, Power Integrations, Inc. fdaezbmplaint for patent infringement against thepany and two of its subsidiaries in the
United States District Court for the Northern Digttof California alleging that several of the coang’s products infringe three of Power
Integrations’ patents. The company intends to wigely defend itself against these claims.

On October 14, 2008, Fairchild Semiconductor Caapion and System General Corporation filed a péatdrihgement lawsuit against Power
Integrations in the U.S. District Court for the Dist of Delaware, alleging that certain PWM intatgd circuit products infringe one or more
claims of three U.S. patents owned by System Gérdra lawsuit seeks monetary damages and an itiqumpreventing the manufacture,
use, sale, offer for sale or importation of Powgegjrations products found to infringe the asseptgdnts.
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Patent Litigation with InfineorOn November 25, 2008, the company was sued bydafirTechnologies AG, Infineon Technologies Austria
AG, and Infineon Technologies North America Corpiorain the U.S. District Court for the District Bfelaware. Infineon alleges that the
company infringes five Infineon U.S. patents aneksea declaratory judgment that Infineon does mfoinige six Fairchild patents. On
November 28, 2008, the company answered the Inficemplaint with denials of their claims and theng@any's own counterclaims of
infringement. In the company’s counterclaim the pamy is asserting that certain Infineon produdtsrige one or more claims contained in
six Fairchild patents. The lawsuit is currenthyit;discovery phase.

Both Infineon and Fairchild are asking for unspiedfmoney damages, including enhanced damageslfful mfringement, and a permane
injunction.

Other Legal Claims From time to time the company is involved in llggiceedings in the ordinary course of businebg. dompany believ
that there is no such ordinary-course litigationgieg that could have, individually or in the aggae, a material adverse effect on the
company’s business, financial condition, resulteérations or cash flows.

The company has analyzed the potential litigatiolt@mes from the comparsyturrent litigation in accordance with the Conéingy Topic o
the FASB ASC While the exact amount of these losses is not kntlncompany has recorded net reserves for patdititiation outcomes
in the consolidated statement of operations, baped the company’s assessments of the potentigitjausing an analysis of the claims and
historical experience in defending and/or resoltimggse claims. As of September 27, 2009, the coyipdalance for potential litigation
outcomes was $6.7 million.

Note 11 — Long-Term Debt
Long-term debt consists of the following at:

September 2 December 2¢
2009 2008
(In millions)

Revolving Credit Facility borrowing $ 19.4 $ 19.4
Term Loan 497.2 515.¢
Total debt 516.¢ 535.2
Current portion of lon-term debt 5.3 5.3
Long-term debt, less current porti $ 5li: $ 529.¢

On May 13, 2009, the company entered into a FimeAdment and Waiver (the “Amendment”) to its seci@dit agreement dated June 26,
2006 between the company and Deutsche Bank Truap&ay Americas (as administrative agent and a ®@raahel the other lenders named
therein. The Amendment enables the company to valily prepay and retire a portion of its term Idanility to take advantage of potentia
favorable conditions in the credit markets that megur from time to time. The Amendment permitscbenpany to prepay up to $100
million (net of interest and fees) of term loansddl2 month period following the effective datelef Amendment subject to certain minirr
liquidity and customary financial conditions. Dugithe second quarter of 2009, the company compéetedder offer, as allowed under the
previously executed amendment, to buyback a podidts term loan below par. As a result of thibtleuyback the company reduced deb
$14.7 million, paying $13.8 million in cash andagaizing $0.8 million gain, net of fees, on thensaction

Long term debt is carried at amortized cost. Howethee company is required to estimate the faiu@alf long term debt under the Financial
Instrument Topic of the FASB ASCThe fair value of the term loan is determined zitilg current trading prices obtained from indicativ
market data. The fair value of the revolving loam$sumed to be par as it is variable rate debt.
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A summary table of estimated fair values of longrielebt is as follows:

September 27, 20( December 28, 200
Carrying Estimatec Carrying Estimatec
Amount Fair Value Amount Fair Value
(In millions)
Long-Term Debt:
Term Loan $497.2 $ 472 $515.¢ $ 355.2
Revolving Credit Facility borrowing $ 19.4 $ 194 $ 19.4 $ 194

Note 12 — Acquisitions

On March 3, 2009, the company purchased certagtsafs approximately $1.5 million in cash. The @is@iion was made to augment the
company’s analog signal path design resourcesrdaliieictual property portfolio. The transaction vegsounted for as an asset purchase with
the purchase price allocated mainly to developelrtelogy, which is being amortized over the estedaiseful life of 5 years.

Note 13 — Strategic Investments

The company has certain strategic investmentsatigatlypically accounted for on a cost basis as #neyess than 20% owned, and the
company does not exercise significant influence tive operating and financial policies of the irees Under the cost method, investments
are held at historical cost, less impairments. ddrapany periodically assesses the need to recqrdiiment losses on investments and
records such losses when the impairment of an imert is determined to be other-th@mporary in nature. A variety of factors is comset
when determining if a decline in fair value beloaok value is other-than-temporary, including, amotigers, the financial condition and
prospects of the investee.

During the second quarter of 2009, the company iseldterest in one of its strategic investmeetsuiting in a $0.2 million gain. In addition,
as a result of overall equity market valuation demthe company performed an impairment analysissamly remaining strategic
investment in the second quarter of 2009. A distedicash flow model was used to value the investimemwell as a comparison to a publi
traded peer company. The company determined teah#testment was impaired and wrote off $2.3 milliieaving a value of $0.7 million.

The total cost basis for strategic investmentschviaire included in other assets on the balance,shag $0.7 million and $3.5 million, net of
write offs, as of September 27, 2009 and Decem8gP@08, respectively.

Note 14 — Stock-Based Compensation

The company maintains several equity incentive plamder which it may grant stock options, stockrapiation rights, restricted stock
including restricted stock units (RSUs), performmanaits, deferred stock units, and other stockdaserds.

On May 6, 2009, the company’s shareholders apprayamposal to allow for a one-time stock optiontenge program, designed to provide
eligible employees an opportunity to exchange @edatstanding underwater stock options for a leaseount of new RSUs. Stock options
eligible for exchange were those with an exercrseeper share greater than $14.37 that were gtamter before June 9, 2008. The
company’s executive officers and members of thepang’'s board of directors were not eligible to mipate in the stock option exchange
program.

On June 9, 2009, the company commenced the optidraage program, which expired on July 7, 200%tAltof 6.1 million eligible options
were tendered by employees, representing 74% dbthkstock options eligible for the exchange.Joty 7, 2009, the company granted an
aggregate of 0.4 million new RSUs in exchangetierdligible stock options surrendered. The faiugalf the new RSUs was $7.00, which
was the closing price of the company’s common stotluly 7, 2009. The RSUs were granted under dlivetild Semiconductor 2007 Stock
Plan.

With the assistance of a third party actuarial fithe company determined the incremental valub®RSUs to be $0.5 million. The
remaining compensation expense associated witextiganged options and the new incremental expeilideevamortized over the 4 year
vesting period of the new RSUs.
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Note 15 — Subsequent Events

The company has evaluated subsequent events thibmgdmber 6, 2009, which represents the date tamfial statements were issued. The
company identified the following subsequent evéotslisclosure.

On October 30, 2009, the company paid off the et§ir9.4 million revolving credit facility borrowing

Additionally during the fourth quarter of 2009, tbempany completed two additional tender offersugback portions of the term loan bel
par. As a result of these additional debt buybaitiescompany further reduced debt by $14.4 millfmaying $13.4 million in cash and
recognizing a $0.8 million gain, net of fees, oa tlansaction.

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

”ou

Except as otherwise indicated in this Quarterlydgepn Form 10-Q, the terms “we,” “our,” the “compg’ “Fairchild” and “Fairchild
International” refer to Fairchild Semiconductordmtational, Inc. and its consolidated subsidiaireduding Fairchild Semiconductor
Corporation, our principal operating subsidiary. Wer to individual subsidiaries where appropriate

Overview

Entering 2009, the semiconductor industry facefiadilit and uncertain times as a result of the glabaession. While the recession presented
great challenges, it also presented opportunityeawere required to make tough decisions to adjustosts and manufacturing capabilities
to the current market conditions. We have beerraéted to use this down cycle as a catalyst tolacate our transition to a leaner, more
focused and more profitable company.

Throughout the first nine months of 2009, we hakeh aggressive cost reduction actions in ordstayp ahead of the economic environment.
We significantly reduced our staffing levels with @mphasis on overhead costs, refocused spendiregsearch and development and redt
capital spending. We expect our structural impro@ets and fixed cost reductions to enable us taéeeefuture earnings increases as we
emerge from the recession. These actions inclualesib streamline and consolidate wafer manufajy closing our eight-inch wafer
manufacturing facility in Pennsylvania and closmg four-inch manufacturing line in South Korea. $#lof the products currently
manufactured in Pennsylvania will be transferredtt@r internal sites. Manufacturing performedha Korean four-inch line will be
transferred to five and six-inch wafer fabs in Kar#/e expect that these changes will simplify of@na, improve productivity and reduce
costs. As a result of increased demand, we haeméet the closure date of these sites throughnith@e2010. However, we expect the
favorable financial impact of higher sales will rmdhan offset the delayed costs savings in thensklkalf of 2010.

While the current business environment is improyimg continue to proactively take actions to keegntory as lean as possible while
maintaining customer service. We prefer to maintaaximum flexibility by adjusting internal inventes in response to higher demand be
adding more inventory to our distribution chann®l& continue to manage our production output togbimternal and channel inventories
within our target range. We reduced internal ineeies by $48.4 million and reduced distributor intary by approximately $86 million in
first nine months of 2009.

Effective the first quarter of 2009, we realigned operating segments and management structureaoakdingly, our segment reporting.
The realignment corresponds with the way we matia@éusiness and was designed to reduce costsaeifithfe greater customer intimacy
by moving from a product oriented structure to ppli@ation based structure. The majority of ouindiiés have been realigned into two foc
areas; Mobile, Computing, Consumer and Communieat{CCC) which focuses on handset computing aniiirmedia applications, and
Power Conversion, Industrial and Automotive (PCi)ich focuses on power supply and motor contraltsohs. Each of these segments has
a relatively small set of leading customers, comteahnology requirements, and similar design cydiég Standard Discrete and Standard
Linear (SDT) business will continue to be manageuhsately as a third segment. All segment repostiitigin management’s discussion and
analysis has been restated to reflect this change.

In addition, as a result of a company-wide simgidifion effort, the allocation of selling, generatiadministrative (SG&A) expenses to the
reporting segments was changed beginning in teedirarter of 2009. Starting in fiscal year 2008,amly include dedicated, direct SG&A
spending by the segments in the calculation of ty@trating income. All other corporate level SG&gending is now included in the
corporate category. Prior periods have been rektateeflect this change.

MCCC'’s main focus is to supply the mobile, compgtioonsumer and communication end market segmetitsnmovative power and signal
path solutions including our low voltage MOSFETewer Management IC’s, Mixed Signal Analog and Lggioducts. We seek to deliver
exceptional product performance by optimizing sitigprocesses and application specific design tefgapecific requirements for our
customers. This enables us to deliver solutionk giieater energy efficiency and smaller footpiiratrt is commonly available. We expect a
steady acceleration of new product sales espedaligolutions targeted to the handset and ulttapte market.
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PCIA’s focus is to capitalize on the growing demé#ardgreater energy efficiency in power suppliesttéry chargers and automobiles. We are
a leader in power factor correction, low standbweoconsumption designs and innovative switchinmégues that enable greater efficiency
under load. Improving the efficiency of our custosi@roducts is vital to meeting new energy efficienegulations. Effectively managing 1
power conversion and initial voltage regulatiorpower supplies is one of the greatest opportunitiefave to improve overall system
efficiency. We believe the growing global focusemergy efficiency will continue to drive growthftinis product line.

SDT products are core building block componentsifany electronic applications. This segment is mgto a more simplified and focused
operating model to make the selling and suppottiede products easier and more profitable. Theé dgérational structure and part portfolio
will enable SDT to capture market share and ine gasfits.

Results of Operations

The following table summarizes certain informatietating to our operating results as derived framunaudited consolidated financial
statements.

Three Months Ende Nine Months Ende:
September 27, September 28, September 27, September 28,
2009 2008 2009 2008
(Dollars in millions)

Total revenue $331.¢ 100.(% $428.% 100.%% $833.C 100.% $1,253.0 100.(%
Gross margir 86.c 26.(% 128.z 29.%  184. 22.2% 370.5  29.52%
Operating expense
Research and developmt 24.¢€ 7.5% 29.1 6.8% 74.5 8.5% 89.2 7.1%
Selling, general and administrati 43.4 13.1% 547 12.&%  131.¢ 15.8% 173.¢ 13.&%
Amortization of acquisitio-related intangible 5.€ 1.7% 5.5 1.2% 16.7 2.C% 16.€ 1.2%
Restructuring and impairmer 4.1 1.2% 1.8 0.4% 22.1 2.7% 13.2 1.1%

Total operating expens 78.C 23.2% 91.1 21.2%  244¢ 29.4% 292 23.%
Operating income (lost 8.3 2.5% 37.1 8.7%  (60.0 -7.2% 77.8 6.2%
Other expense, n 4.4 1.2% 5.4 1.2% 15.4 1.8% 16.€ 1.2%
Income (loss) before income tax 3.¢ 1.2% 31.7 7.4%  (75.9) -9.1% 60.¢ 4.S%
Provision (benefit) for income tax 1.2 0.4% 5.C 1.2% (2.9 -0.3% 10.z 0.8%
Net income (loss $ 2.7 0.8% $ 26.7 6.2% $(73.9 -8.8% $ 50.7 4.C%

Total Revenue. Total revenue in the third quarter and first ninentihs of 2009 decreased $96.5 million and $420lBomior approximately
23% and 34%, respectively, compared to the samedsein 2008. The decline in revenue was predorainalriven by a decrease in unit
volumes due to reduced market demand as a resthé aforldwide economic downturn. For the firsteamonths of 2009, decreases in
average selling price also contributed approxinyaéb of the decrease as a result of changes iruptaudix and price.

Geographic revenue information is based on theoousst location within the indicated geographic regidhe following table presents, as a
percentage of sales, geographic sales for the OtBer Americas, Europe, China, Taiwan, Korea atiee©OAsia/Pacific (which for our
geographic reporting purposes includes Japan arghfore) for the three and nine months ended Séete?7, 2009 and September 28,
2008. The decrease in the percentage of reverili@wan resulted from a reduction in demand for ttgslkand notebook computers. The
percentage of revenue in China increased as & dsudw design wins and stronger demand for owarspower module products and high
performance MOSFETS. This increase in demand wasrdby a government sponsored household applisuiesidy program for the rural
Chinese population.

24



Table of Contents

Three Months Ende Nine Months Ende:
September 2 September 2 September 2 September 2
2009 2008 2009 2008

uU.S. 8% 8% 8% 8%
Other America: 3 3 4 3
Europe 11 12 12 13
China 36 33 35 30
Taiwan 18 20 16 21
Korea 13 12 14 13
Other Asia/Pacific 11 12 11 12
Total 10(% 10(% 10C% 10(%

Gross Margin. In the third quarter and first nine months of 2@@8ss margin decreased approximately $41.9 miiioth $185.4 million or
approximately 33% and 50%, respectively, as contpréhe same periods in 2008. The decrease irs gnasgin is due to decreased reve
lower unit volumes and higher manufacturing uniteas a result of lower factory utilization dudawer demand as well as efforts to reduce
internal and distribution inventory. In additiompgs margin in 2009 was impacted by acceleratecedigtion due to the closure of the
Mountaintop facility.

Operating Expenses. Research and development (R&D) and SG&A expensaedsed due to cost reduction efforts implement&aD08 and
the first half of 2009. Our employee base was redudiscretionary spending was cut and a numbmoporary benefit reductions were
implemented. Several of these benefit reduction® wainstated in the third quarter of 2009. In &ddj equity and variable compensation
expense was reduced in 2009.

Restructuring and ImpairmeniDuring the three and nine months ended Septemh&0®B, we recorded restructuring and impairment
charges, net of releases, of $4.1 million and $2#lllon, respectively. In the third quarter of )ahe charges include $2.4 million of
employee separation costs and $1.7 million of fabwre costs associated with the 2009 InfrastredRealignment Program as well $0.1
million in employee separation costs associatet thie 2008 Infrastructure Realignment Program dhd #illion in releases associated with
the 2007 Infrastructure Realignment Program. Treegds in the first six months of 2009 included $6iBion of employee separation costs,
$0.7 million in lease impairment costs and $0.4diarilin releases associated with the 2008 Infrastine Realignment Program as well as !
million in asset impairment costs, $9.1 millionemployee separation costs and $1.2 million in fabure costs associated with the 2009
Infrastructure Realignment Program.

The closure of the Mountaintop, Pennsylvania magtufing facility and the four-inch manufacturingdiin Bucheon, South Korea was
announced in the first quarter of 2009 and theggmassociated with those programs are includdwi2009 Infrastructure Realignment
Program. The 2009 Infrastructure Realignment Pragakso includes charges for a smaller worldwide oeduction plan to further right-size
our company and remain financially healthy.

During the three and nine months ended Septemh&028, we recorded restructuring and impairmeatgbs, net of releases, of $1.8
million and $13.3 million, respectively. In the tthiquarter of 2008, the charges include $0.2 nmilbd employee separation costs and $1.7
million in lease impairment costs for the streamignof warehouse operations associated with th& 20@astructure Realignment Program
and $0.1 million in releases associated with th@/2dfrastructure Realignment Program. Chargeshif®nine months ended September 28,
2008 also include $2.3 million of employee separatiosts, $8.0 million in asset impairment costs .1 million in office closure costs all
associated with the 2008 Infrastructure Realignn®eagram and $1.3 million of employee separatigtand $0.2 million in reserve
releases both associated with the 2007 Infrastrad®ealignment Program.

The majority of charges in 2008 related to sevasakt impairments for non-industry standard pacigagapacity and simplification of our
supply chain planning systems. We also adjusteavtitkforce mix in our Maine fab as we convertedtmore automated and technologici
advanced eight-inch wafer production process. titioh, we reduced headcount in certain sales amdketing activities to further streamline
selling, general and administration costs.

We have substantially completed payment of the ieimg@employee severance accruals related to tB8 Rifrastructure Realignment
Program, with the exception of several employedsurope and Japan. This action impacted approxlynaf@51 manufacturing and non-
manufacturing personnel. We achieved annualizetisengngs associated with the employee separatists ©f approximately $30.7 million.
Payouts associated with the 2008 lease impairmiintevmade on a regular basis and will be compsté¢he fourth quarter of 2011.
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The 2009 worldwide restructuring action, excludiagility closures, impacted 264 employees. We agdeannual savings associated with
these employee separation costs of $13.7 milliothbyend of the third quarter of 2009. We previgpasinounced that the consolidation of
South Korea fabrication processes and the clodutedviountaintop facility would be completed byn&2010. However, as a result of
increased demand for the products manufacturdtbaetfacilities, we now expect to complete thesierse during the fourth quarter of 2010.
We do not anticipate that this extension will hawng significant impact on the cash and non-cashgesave originally planned or upon the
annualized rate of cost savings that we expecth@ese once these closures are complete. Oncédbres are complete we expect to act
annualized cost savings ranging from $20 to $2%anil

Other Expense, net.

The following table presents a summary of otherease, net for the three and nine months ended8bpte27, 2009 and September 28,
2008.

Three Months Ende Nine Months Ende!
September 2 September 2 September 2 September 2
2009 2008 2009 2008
(In millions)
Interest expens $ 5.C $ 7.€ $ 16.€ $ 25t
Interest incom (0.7) (2.9 (2.7 (9.9)
Other (income) expense, r 0.1 0.2 1.t 0.€
Other expense, n $ 4.4 $ 5.4 $ 15.4 $ 16.¢

Interest expensinterest expense in the third quarter and firse mronths of 2009 decreased $2.6 million and $8lomi respectively, as
compared to the same periods in 2008, primarilytddewer interest rates on outstanding debt anetalebt balances.

Interest incomelnterest income in the third quarter and first nimenths of 2009 decreased $1.7 million and $6.Hanjlrespectively, as
compared to the same periods in 2008 as a reslatvef rates of return.

Other (income) expense, n€he first nine months of 2009 includes a $2.3 willimpairment of a strategic investment, offseal$§0.2
million gain on the sale of a strategic investmeamd a $0.8 million net gain on the debt buybacksaation all booked in the second quarte
20009.

Income Taxes. Income tax provision (benefit) in the third quarded first nine months of 2009 was $1.2 million &¢#.1) million on income
(loss) before taxes of $3.9 million and $(75.4)liwri, respectively, as compared to income tax miowi of $5.0 million and $10.2 million on
income before taxes of $31.7 million and $60.9ionil] respectively, for the same periods of 2008& &ffective tax rate for the third quarter
and first nine months of 2009 was 30.8% and (2.8%apared to 15.8% and 16.7% respectively, for tregarable periods of 2008. The
change in effective tax rate is primarily due tdtstof income and loss among jurisdictions witReting tax rates, foreign currency
revaluations of tax liabilities and discrete tayemses as a result of finalization of certain thxgs. In the first nine months of 2009, the
valuation allowance on our deferred tax asseteaszd by $9.2 million. The overall increase didingiact our results of operations.

In accordance with the Income Taxes Topic in th@Rcial Accounting Standards Board (FASB) Accounfitandards Codification (ASC),
deferred taxes have not been provided on undistribearnings of foreign subsidiaries which arevedited indefinitely. Certain non-U.S.
earnings, which have been taxed in the U.S. butegboffshore, have and continue to be part of epatriation plan. As of September 27,
2009, we have recorded a deferred tax liabilitgp@fL million, with no impact to the consolidatedtsment of operations as we have a full
valuation allowance against our net U.S. deferagdassets.

Reportable Segments.
The following tables present comparative discloswferevenue and gross margin of our reportablensets.

26



Table of Contents

Three Months Ende

September 27, September 28,
2009 2008
Gross Operating Gross Operating

Revenur % of tota Margin % Income (loss Revenue % of tota Margin % Income (loss

(Dollars in millions)
MCCC $144.¢ 43.6% 30.2% $ 23.€ $ 206.] 48.1% 33.¢% $ 48.1
PCIA 151.C 45.5% 28.1% 26.7 177.€ 41.5% 30.2% 33.¢
SDT 36.C 10.% 15.6% 4.2 44.¢ 10.4% 13.(% 3.3
Corporate (1 - - - (46.5) - - - (47.9
Total $331.¢ 100.(% 26.(% $ 8.3 § 428: 100.(% 29.¢% $ 37.1

Nine Months Ende!

September 27, September 28,
2009 2008
Gross Operating Gross Operating

Revenur % of tota Margin % Income (loss Revenue % of tota Margin % Income (loss

(Dollars in millions)
MCCC $373.¢ 44.&% 26.8% $ 41.5 $ 596.t 47.% 34.(% $ 137.
PCIA 370.¢ 44.5% 23.2% 37.¢ 524.¢ 41.%% 29.7% 91.t
SDT 88.7 10.7% 9.2% 4.1 132.2 10.5% 11.7% 9.1
Corporate (1 - - - (143.9) - - - (160.0
Total $833.( 100.(% 22.2% $ (60.0)0 $1,253. 100.(% 29.5% $ 77.¢

(1) The three and nine months ended Septembel0BB, iAcludes $5.2 million and $11.7 million of dtesased compensation expense,
million and $22.1 million of restructuring and impaents expense and $37.2 million and $109.6 nmilbd SG&A expenses,
respectively. The three and nine months ended B¥etie28, 2008 includes $4.0 million and $16.8 miillof stock-based compensation
expense, $1.8 million and $13.3 million of restwgig and impairments expense and $42.1 million$kzb.9 million of SG&A
expenses, respective

MCCC.MCCC revenue decreased approximately 30% and 3##eithird quarter and first nine months of 20@&pectively, as compared
the same periods in 2008. During the first nine themf 2009, decreases in unit volumes contribamggtoximately 27% of the revenue
decrease due to overall market decline for semigctods, specifically in the MOSFET markets, as waslia reduction in distribution channel
inventory. Demand for power analog products hasaieed stable despite market conditions due to matkae gains and less inventory di
for mobile products. The remainder of the decré@asevenue was driven by changes in product mixdeweases in pricing. Gross margin
dollars declined due to decreased revenue as k oésower overall market demand as well as higmanufacturing unit costs due to lower
factory utilization.

MCCC had operating income of $23.9 million and $4rillion in the third quarter and first nine moatbf 2009, compared to $48.1 million
and $137.2 million for the same periods in 2008peetively. The decrease in operating income wagalower gross margin as discussed
above. R&D and SG&A expenses decreased due totiedsiin our employee base, discretionary spendingd,variable compensation as
well as other temporary benefit reductions. Sevefrithese benefit reductions were reinstated irthird quarter of 2009 as a result of
improved market conditions. In addition, certain R&unctions were moved to lower cost regions.

PCIA.PCIA revenue decreased approximately 15% and 29%eithird quarter and first nine months of 20@&pectively, as compared to
the same periods in 2008. The decline in revenuedsigen primarily by decreases in unit volumes assult of weaker demand for high
voltage and power conversion products as well agigé weakening in the automotive industry in Ndktherica and Europe. Unit volumes
were also impacted by a reduction in distributibarmel inventory. In addition, changes in mix aedrdases in average selling prices due to
continued pricing pressure contributed approxinya®éb to the decline in revenue. Gross margin deléirclined due to lower revenue and
unit volumes and higher manufacturing unit costthagesult of lower factory utilization.
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PCIA had operating income of $26.7 million and $3million in the third quarter and first nine mostbf 2009 compared to $33.6 million i
$91.5 million for the same periods in 2008, respett. The decrease in operating income was dlewer gross margin as discussed above.
R&D and SG&A expenses decreased due to reductivasriemployee base, discretionary spending, andbla compensation as well as
other temporary benefit reductions. Several ofdHsmnefit reductions were reinstated in the thurdrter of 2009 as a result of improved
market conditions. In addition, there was a favteatmpact from the weakening of the Korean Won.

SDT.SDT revenue decreased approximately 19% and 33Beithird quarter and first nine months of 2009pextively, as compared to the
same periods in 2008. The decline in revenue wiasapity driven by decreases in unit volumes duesttuced demand as a result of the
worldwide economic downturn. Gross margin dollagslohed due to lower revenue and unit volumes giased competition and higher
manufacturing unit costs as the result of lowetdacutilization.

SDT had operating income of $4.2 million and $4illiom in the third quarter and first nine months2009 compared to $3.3 million and
$9.1 million for the same periods in 2008, respetyi. The decrease in operating income in the firs¢ months of 2009 was due to lower
gross margin, as discussed above, as well as r@dR&P and SG&A expenses. R&D and SG&A expenseseassad due to reductions in our
employee base, discretionary spending, and var@bigensation as well as other temporary benefitattons. Several of these benefit
reductions were reinstated in the third quarte2@ff9 as a result of improved market conditions. ifkkeease in operating income in the third
quarter of 2009 was due to reduced R&D and SG&Aeasps as discussed above.

Liquidity and Capital Resources
Our main sources of liquidity are our cash flowanfroperations, cash and cash equivalents and iagatvedit facility.

Our senior credit facility consists of a $497.2lioil term loan facility and a $100.0 million revalg line of credit. The senior credit facility
imposes various restrictions upon us that could kmr ability to respond to market conditions prmvide for unanticipated capital
investments or to take advantage of business appities. It also includes restrictive covenants timait our ability to consolidate, merge or
enter into acquisitions, create liens, pay divideadmake similar restricted payments, sell asgatest in capital expenditures and incur
indebtedness. The senior credit facility also lnatr ability to modify our certificate of incorgion and bylaws, or enter into shareholder
agreements, voting trusts or similar arrangeméntaddition, the affirmative covenants in the semi@dit facility also require our financial
performance to comply with certain financial measyias defined by the credit agreement. Thesedialacovenants require us to maintain a
minimum interest coverage ratio of 2.5 to 1.0, ximam net leverage ratio of 4.0 to 1.0 and to naamfour quarter trailing EBITDA
(earnings before interest, taxes, depreciationsandrtization) less capital expenditures of at 18260 million. It defines the interest
coverage ratio as the ratio of annualized intezgpense to the cumulative four quarter trailing HBA and defines the maximum net
leverage ratio as the ratio of debt, less up td$ndlion (to the extent our unrestricted cash andhexceeds $200 million), to the cumulative
four quarter trailing EBITDA. EBITDA, as defined lilye senior credit facility excludes restructuringn-cash equity compensation and other
adjustments as defined by the credit agreemersefitember 27, 2009, we were in compliance withetltesenants. Based on our current
models, we expect to remain in compliance withsmmior credit facility covenants. This expectati®subject to various risks and
uncertainties discussed more thoroughly in Itemdrd include, among others, the risk that our apsioms and expectations about business
conditions, expenses and cash flows for the reneaiofithe year may be inaccurate.

While our senior credit facility places restricttoan the payment of dividends, it does not resthietsubsidiaries of Fairchild Semiconductor
Corporation, except to a limited extent, from paydéividends or making advances to Fairchild Sendoaitor Corporation. As a result, we
believe that funds generated from operations, tegetith existing cash and funds from our senieddrfacility will be sufficient to meet our
debt obligations, operating requirements, capitpeaditures and research and development fundiedsnever the next twelve months. In the
first nine months of 2009, we incurred capital englitures of $33.0 million.

Under our senior credit facility, we have revolvingrrowing capacity of $100.0 million for workingygital and general corporate purposes,
including acquisitions. At September 27, 2009, 818illion was drawn against the revolver and, afigjusting for outstanding letters of
credit, we had $78.7 million available under theoteing credit facility. We had additional outstang letters of credit of $1.1 million that do
not fall under the senior credit facility. We alsad $6.3 million of undrawn credit facilities atr@n of our foreign subsidiaries. These
outstanding amounts do not impact available bomg&iunder the senior credit facility.
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We frequently evaluate opportunities to sell addisl equity or debt securities, obtain credit iie# from lenders or restructure our lotegm
debt to further strengthen our financial positibaring the second quarter of 2009, we amended‘&heendment”) our senior credit facility
to enable us to voluntarily prepay and retire aiporof our term loan facility to take advantagepotentially favorable conditions in the cre
markets that may occur from time to time. The Anreadt permits us to prepay up to $100 million (rffahterest and fees) of term loans fc
12 month period following the effective date of themendment subject to certain minimum liquidity andgtomary financial conditions.
During the second quarter of 2009, pursuant td¢hmas of the Amendment, we completed a tender tdféuyback a portion of our term loan
below par. As a result of this debt buyback we oeduour debt by $14.7 million, paying $13.8 millioncash and recognizing a $0.8 million
gain, net of fees on the transaction. Additiondllying the fourth quarter 2009, we completed twditiahal tender offers, as allowed under
the previously executed amendment. As a resuliexe additional debt buybacks, the company furthdrced debt by $14.4 million, paying
$13.4 million in cash and recognizing a $0.8 millgain, net of fees on the transaction. As of Sapts 27, 2009, Standard and Poor’s rates
our corporate unsecured debt at BB-. The sale difiadal equity securities could result in additgdnlilution to our stockholders. Additional
borrowing or equity investment may be requireduiod future acquisitions.

During the first nine months of 2009, our cash ped by operating activities was $118.9 million qared to $170.7 million in the same
period of 2008. The following table presents a samnof net cash provided by operating activitiesmythe first nine months of 2009 and
2008.

Nine Months Ende:

September 2 September 2
2009 2008
(In millions)

Net income (loss $ (739 $ 50.7
Depreciation and amortizatic 120.% 100.¢
Non-cash stoc-based compensatic 11.7 16.¢
Deferred income taxes, n (11.¢ 2.€
Other, ne 3.C 10.C
Change in other working capital accou 68.4 (10.9

Net cash provided by operating activit $ 118 $ 170.5

Cash provided by operating activities decreased8dfillion during the first nine months of 2009@smpared to the same period of 2008.
The decrease was mainly due to decreased net inco2@9, offset partially by increased depreciatmd amortization expenses and
favorable changes in our working capital accounts.

Cash used in investing activities during the firisie months of 2009 totaled $35.6 million compaxe$#134.7 million for the same period of
2008. The decrease in the use of cash is primidn@lyesult of lower capital expenditures in thetfirine months of 2009. Our capital
expenditures during the first nine months of 20@9en$33.0 million compared to $133.1 million in ge&me period in 2008.

Cash used in financing activities totaled $18.4iarilin the first nine months of 2009 compared 652 million in the same period of 2008.
The decrease in the use of cash was primarily dtigetuse of $50 million of cash in the redemptéour 5% convertible senior subordina
notes in the first nine months of 2008. In 2009y &17.7 million of debt was paid down.

As of September 27, 2009, we had $10.1 millionrokaognized tax benefits, compared to approxim&ely million at December 28, 2008.
The timing of the expected cash outflow relatinght® balance is not reliably determinable at timeet

Liquidity and Capital Resources of Fairchild International, Excluding Subsidiaries

Fairchild Semiconductor International, Inc. is ddirog company, the principal asset of which isgteck of its sole subsidiary, Fairchild
Semiconductor Corporation. Fairchild Semicondutiteernational, Inc. on a stand-alone basis hadast dlow from operations and has no
cash requirements for the next twelve months.
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Forward Looking Statements

This quarterly report includes “forward-looking t&ments” as that term is defined in Section 21EbhefSecurities Exchange Act of 1934,
Forward-looking statements can be identified byube of forward-looking terminology such as “weibet,” “we expect,” “we intend,”

“may,” “will,” “should,” “seeks,” “approximately,™plans,” “estimates,” “anticipates,” or “hopefulgt the negative of those terms or other
comparable terms, or by discussions of our stratelgys or future performance. All forward-lookistements in this report are made based
on management’s current expectations and estimakésh involve risks and uncertainties, includihgs$e described below and more
specifically in the Risk Factors section. Amongsthéactors are the following: current economic utadety, including disruptions in the cre
markets, as well as future economic conditiondurfaito maintain order rates at expected levelkjrato achieve expected savings from cost
reduction actions or other adverse results frorsahaxtions; changes in demand for our productsiggsin inventories at our customers and
distributors; changes in regional or global ecormaripolitical conditions (including as a resulttefrorist attacks and responses to them);
technological and product development risks, iniclgdhe risks of failing to maintain the right teaisome technologies or failing to
adequately protect our own intellectual propertgiagt misappropriation or infringement; availalildf manufacturing capacity; the risk of
production delays; the inability to attract anchmnetkey management and other employees; riskecketatwarranty and product liability
claims; risks inherent in doing business intermally; changes in tax regulations or the migratdprofits from low tax jurisdictions to

higher tax jurisdictions; availability and costraiv materials; competitors’ actions; loss of kegtomers, including but not limited to
distributors; order cancellations or reduced bog&jrchanges in manufacturing yields or output; gigdificant litigation. Factors that may
affect our operating results are described in tis& Ractors section in the quarterly and annuabntspwve file with the Securities and
Exchange Commission. Such risks and uncertaintieklcause actual results to be materially diffefeam those in the forward-looking
statements. Readers are cautioned not to placesustiance on the forward-looking statements.

Recently Issued Financial Accounting Standards

On January 1, 2008, we partially adopted Finard@alounting Standards Board (FASB) Statement of fiéied Accounting Standards (SFA
157,Fair Value Measurementdn accordance with FASB Staff Position (FSP) Z5Effective Date of FASB Statement 1%5ve deferred the
adoption of SFAS 157 for nonfinancial assets aailities including intangible assets, reportingtsimeasured at fair value in the first ste
a goodwill impairment test, and asset retiremetigabons. We fully adopted SFAS 157 on the firay of fiscal year 2009. The adoption of
this standard did not have an impact on our codatgd financial position and results of operations.

In April 2009, the FASB issued three related SRafgitions; FSP 157-Determining Fair Value When the Volume and Levéaivity for

the Asset or Liability Have Significantly Decreasedl Identifying Transactions that Are Not OrdefgP SFAS 115-2 and SFAS 124-2,
Recognition and Presentation of Ot-Than-Temporary Impairmengd FSP SFAS 107-1 and APB 28+iterim Disclosures About Fair
Value of Financial Instrument$hese staff positions clarify the guidance in SA&S for fair value measurements in inactive markatsdify
the recognition and measurement of other-than-teampampairments of debt securities and requirediselosure of the fair values of
financial instruments in interim periods. Thesdfgtasitions were adopted for the second quartdimenJune 28, 2009. The adoption of these
standards did not have a material impact on ous@atated financial position and results of openati

In May 2009, the FASB issued SFAS 16&hibsequent Event§ he objective of this standard is to establishegal standards of accounting
and disclosure of events that occur after the loalaheet date but before the financial statemeatissued or available to be issued. This
statement is effective for interim or annual fin@hperiods ending after June 15, 2009. The adopifdSFAS 165 did not have an impact on
our consolidated financial position and resultspérations.

In June 2009, the FASB issued SFAS 1&€&counting for Transfers of Financial Assets — Ameftddment of FASB Statement 14bie SFAS
amends SFAS 14®@ccounting for Transfers and Servicing of Finandabkets and Extinguishments of Liabilitieseliminate the concept o
qualified special-purpose entity and related guigaiecreates more stringent conditions for reporéitigansfer of a portion of a financial asset
as a sale, clarifies other sale-accounting critemia changes the initial measurement of a tramséeinterest in transferred financial assets.
This statement is effective as of the beginnintheffirst annual reporting period that begins aftevember 15, 2009. The adoption of SFAS
166 is not expected to have a material effect arconsolidated financial position and results ofigions.
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In June 2009, the FASB issued SFAS 1&nhendments to FASB Interpretation 46(Rhe SFAS amends FIN46(Fgpnsolidation of
Variable Interest Entitiesto require former qualified special-purpose éggito be evaluated for consolidation and also gbathe approach
to determining a variable interest entity’s (VIE)rpary beneficiary and requires companies to morguently reassess whether they must
consolidate VIEs. This statement is effective athefbeginning of the first annual reporting peribdt begins after November 15, 2009. The
adoption of SFAS 167 is not expected to have amahtffect on our consolidated financial positi@md results of operations.

In September 2009, the FASB issued Accounting StatsdUpdate No. 2009-05 (ASU 2009-0"9gasuring Liabilities at Fair ValueThis

ASU amends ASC 820, Fair Value Measurements andd3igres Topic to provide further guidance on howneasure the fair value of a
liability. This statement is effective as of thegbming of the first reporting period beginningeaftssuance. The adoption of ASU 2009-05 is
not expected to have a material effect on our dateted financial position and results of operagion

Item 3. Quantitative and Qualitative Disclosures abut Market Risk

Reference is made to Part Il, Item 7A, Quantitatind Qualitative Disclosure about Market Risk, &iréhild Semiconductor International’s
annual report on Form 10-K for the year ended Déeerd8, 2008 and under the subheading “QuantitatidbQualitative Disclosures about
Market Risk” in “Management’s Discussion and Anddysf Financial Condition and Results of Operatfoms page 52 of the Form 10-K.
There were no material changes in the informatierpvovided in our Form 10-K during the period caekeby this Quarterly Report.

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

We maintain disclosure controls and proceduregydesi to assure, as much as is reasonably possiiténformation required to be disclos
in reports filed under the Securities Exchange @934, as amended, is communicated to manageandnicorded, processed, summar
and disclosed within the specified time periodsofthe end of the period covered by this repait, @hief executive officer (CEO) and chief
financial officer (CFO), with the participation ofir management, have evaluated the effectivenessrafisclosure controls and procedures.
Based on the evaluation, our CEO and CFO concltltwdhs of September 27, 2009, our disclosure alsndind procedures are effective.

Inherent Limitations on Effectiveness of Controls

The company’s management, including the CEO and,@B€s not expect that our disclosure controlsuoiirternal control over financial
reporting will prevent or detect all error andfadlud. A control system, no matter how well desiyaed operated, can provide only
reasonable, not absolute, assurance that the tepstem’s objectives will be met. The design abatrol system must reflect the fact that
there are resource constraints, and the benefisriafols must be considered relative to theirsedstirther, because of the inherent limitati
in all control systems, no evaluation of contras provide absolute assurance that misstatemeattodarror or fraud will not occur or that
control issues and instances of fraud, if any, withe company have been detected. These inhémgteations include the realities that
judgments in decisic-making can be faulty and that breakdowns can dseaause of simple error or mistake. Controls ¢sm lae
circumvented by the individual acts of some persbgsollusion of two or more people, or by managatoverride of the controls. The
design of any system of controls is based in paxtarytain assumptions about the likelihood of fetevents. There can be no assurance that
any control system will succeed in achieving itdeti goals under all potential future conditiongeCtime, controls may become inadequate
if conditions change or compliance with policiegpoocedures deteriorates.

Changes in Internal Control over Financial Reportirg

There were no changes in our internal control dwancial reporting during the first nine months2@f09 that have materially affected, or are
reasonably likely to materially affect, internahtml| over financial reporting.
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

Patent Litigation with Power Integrations, IrOn October 20, 2004, we and our wholly owned stasidFairchild Semiconductor
Corporation, were sued by Power Integrations, ilmthe U.S. District Court for the District of Dedare. Power Integrations alleges that
certain of our pulse width modulation (PWM) integd circuit products infringe four Power IntegraisdJ.S. patents, and seeks a permanent
injunction preventing us from manufacturing, selor offering the products for sale in the U.S.from importing the products into the U.S.,
as well as money damages for past infringementhilve analyzed the Power Integrations patents lit 6§our products and, based on that
analysis, do not believe our products violate Powtagrations’ patents. Accordingly, we are vigalyucontesting this lawsuit.

We also petitioned the U.S. Patent and TrademafikeOfior reexamination of all unexpired patentsrokaasserted in the case (those being all
asserted claims from three of the four patentsressan the case; the fourth patent has expirew),as a consequence the patent office
initiated reexamination proceedings on each ofdtadaims. In the first half of 2008, in its firgtrmal correspondence regarding the validit
the patents, the patent office rejected all ofabserted claims. In December 2008, the patentofsued final rejections for 12 of 14 patent
claims from two of the three unexpired Power In&igins patents. In May 2009, the patent office [téech Power Integrations to amend the
rejected claims of both patents and reopenedétsarainations to consider the amendments. In JU@ e patent office issued final
rejections of the amended claims of both patenéstoAhe third unexpired patent involved in thedait, in May 2009, the patent office issued
a final office action rejecting all claims asserlydPower Integrations.

The trial in the case was divided into three phaghs first phase, held in October 2006, was onrigément, the willfulness of any
infringement, and damages. On October 10, 200&yar¢turned a verdict finding that thirty-threeafr PWM products infringe one or more
of seven claims asserted in the four patents. Giyegiso found that we willfully infringed the pats, and assessed damages against us in the
amount of approximately $34 million. The secondgehaf the trial, held in September 2007 beforeferdint jury, focused on the validity of
the Power Integrations patents. On September 207, 2Qury returned a verdict in the second phasdirfg that the four Power Integrations
patents asserted against us are valid. The thadepbf the trial began on September 21, 2007, avered the enforceability of the patents.
September 24, 2008, the court ruled that the patmetenforceable.

On December 12, 2008 the judge overseeing theredseed the jury’s October 10, 2006 damages awand approximately $34 million to
approximately $6.1 million, and ordered a new toialthe issue of whether we willfully infringed Pemintegrations’ asserted patents. The
court also issued a permanent injunction on adichitumber of our products enjoining us from makawdling or offering to sell the products
in the U.S., or from importing the products inte t.S. The injunction took effect on May 13, 2008 voluntarily stopped U.S. sales and
importation of those products in 2007 and have lffating replacement products since 2006.

On June 22, 2009, the new trial on willfulness Welkl. The court has not issued a final ruling ia ¢tase. If the court in the new willfulness
trial finds that our infringement was willful, tlewurt will have discretion to increase the $6.1lioml damages award by up to three times the
amount of the award. Additionally, the court haseded Power Integrations pre-judgment interestraag also require us to pay Power
Integrations’ attorney’s fees. The final damagearawand injunction are subject to appeal and, thgss of the outcome of the willfulness
trial, we expect to challenge several aspectsefitigation on appeal. If we choose to appealwilklikely be required to post a bond or
provide other security in an amount equal to thalfdamages award for the duration of the appesigss.

On May 23, 2008, Power Integrations filed anotlagrduit against us, Fairchild Semiconductor Corponagnd our wholly owned subsidiary
System General Corporation in the U.S. District €éaor the District of Delaware, alleging infringemt of three patents. Of the three patents
claimed in this lawsuit, two are patents that wassgerted against us and Fairchild Semiconductgrdtation in the October 2004 lawsuit
described above. As mentioned above, the majofitigeoclaims asserted in the first lawsuit fromstiéwo patents have now received final
rejections from the patent office. In responseuppetition, the patent office also reexaminedtttiel patent asserted in the 2008 case, and or
September 24, 2009, the patent office rejectedsaiérted claims from that patent. We believe we Isttong defenses against Power
Integrations’ claims and intend to vigorously defehis second lawsuit.

On November 4, 2009, Power Integrations, Inc. fdezbmplaint for patent infringement against us @ of our subsidiaries in the United
States District Court for the Northern District@élifornia alleging that several of our productiiirge three of Power Integrations’ patents.
We intend to put on a vigorous defense againsethiesms.

On October 14, 2008, Fairchild Semiconductor Caapion and System General Corporation filed a patdnhgement lawsuit against Power
Integrations in the U.S. District Court for the Dist of Delaware, alleging that certain PWM intatgd circuit products infringe one or more
claims of three U.S. patents owned by System Geérra lawsuit seeks monetary damages and an itijumpreventing the manufacture,
use, sale, offer for sale or importation of Poweedrations products found to infringe the asseptgdnts.
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Patent Litigation with InfineorOn November 25, 2008, we and Fairchild Semicondu€tporation were sued by Infineon Technologies
AG, Infineon Technologies Austria AG, and Infinebechnologies North America Corporation in the WD&trict Court for the District of
Delaware. Infineon alleges that we infringe fivéineon U.S. patents and seeks a declaratory judgthahinfineon does not infringe six of
our patents. On November 28, 2008, we answerebhfimeon complaint with denials of their claims amgr own counterclaims of
infringement. In our counterclaim we are asserth@g certain Infineon products infringe one or mag@ms contained in six of our patents.
The lawsuit is currently in its discovery phase.

Both Infineon and we are asking for unspecified eyodamages, including enhanced damages for wiilifihgement, and a permanent
injunction.

Other Legal Claims From time to time we are involved in legal pradiegs in the ordinary course of business. We belibat there is no
such ordinary-course litigation pending that cdudde, individually or in the aggregate, a mateathlerse effect on our business, financial
condition, results of operations or cash flows.

We have analyzed the potential litigation outcofines our current litigation in accordance with ientingency Topic of the FASB ASC.
While the exact amount of these losses is not knevenhave recorded net reserves for potentiablitign outcomes in the consolidated
statement of operations, based upon our assessafghespotential liability using an analysis oétblaims and historical experience in
defending and/or resolving these claims. As of &mpier 27, 2009, our balance for potential litigatimtcomes was $6.7 million.

Iltem 1A. Risk Factors

A description of the risk factors associated witin business is set forth below. We review and updat risk factors each quarter. The
description set forth below includes any changesntbsupersedes the description of the risk faeteseciated with our business previously
disclosed in Part I, Item 1A of our Annual Repantfeorm 10-K for the fiscal year ended December2B88. The risks described below are
not the only ones facing us. Additional risks netrently known to us or that we currently believe emmaterial also may impair our busin
operations and financial condition.

The price of our common stock has fluctuated widelyn the past and may fluctuate widely in the future

Our common stock, which is traded on The New Yadck Exchange, has experienced and may contineegerience significant price and
volume fluctuations that could adversely affecttigrket price of our common stock without regarduo operating performance. In additi
we believe that factors such as quarterly flucariin financial results, earnings below analysssimates and financial performance and
other activities of other publicly traded compariirethe semiconductor industry could cause thegpoicour common stock to fluctuate
substantially. In addition, in recent periods, oammon stock, the stock market in general and theket for shares of semiconductor
industry-related stocks in particular have exparéehextreme price fluctuations which have oftembg@related to the operating performance
of the affected companies. Any similar fluctuatioamshe future could adversely affect the markétgoof our common stock.

We maintain a backlog of customer orders that is syject to cancellation, reduction or delay in delivey schedules, which may result in
lower than expected revenues.

We manufacture products primarily pursuant to pasehorders for current delivery or to forecasteathan pursuant to long-term supply
contracts. The semiconductor industry is subjecapad changes in customer outlooks or unexpeatéd bps of inventory in the supply
channel as a result of shifts in end market densemdmacro economic conditions. Accordingly, manyhese purchase orders or forecasts
may be revised or canceled without penalty. Assaltewe must commit resources to the productioprofiucts without binding purchase
commitments from customers. Even in cases wherstandard terms and conditions of sale or othetractual arrangements do not permit a
customer to cancel an order without penalty, we fray time to time accept cancellations becaudadfstry practice or custom or other
factors. Our inability to sell products after werdee significant resources to them could have arnatadverse effect on both our levels of
inventory and revenues. While we currently belieueinventory levels are appropriate for the curegonomic environment, continued
global economic uncertainty may result in lowentlexpected demand. Lower demand may further imparctustomers’ target inventory
levels as they manage their business through #riegh We continue to carefully manage our invepntord anticipate that demand may
improve throughout the remainder of 2009 and caitigpinto 2010; however our current business fastieg is still hampered by poor
forward visibility and the risk that our backlog yndeteriorate as a result of customer cancellations
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Downturns in the highly cyclical semiconductor indwtry or changes in end user market demands could deice the profitability and
overall value of our business, which could causedhtrading price of our stock to decline or have otér adverse effects on our financial
position.

The semiconductor industry is highly cyclical, ahd value of our business may decline during tfeevid’ portion of these cycles. As we
have experienced in the past, the current uncéytaimd downturn in global economic conditions maytinue to negatively affect us and the
rest of the semiconductor industry, by causingousxperience backlog cancellations and reduced diérfios our products. We may
experience renewed, possibly more severe and grethrdownturns in the future as a result of suatical changes. Even as demand
increases following such downturns, our profitapiinay not increase because of price competitiahtistorically accompanies recoveries in
demand. In addition, we may experience significdnanges in our profitability as a result of vadas in sales, changes in product mix,
changes in end user markets and the costs assbwaititethe introduction of new products, and odoes to reduce excess inventories that
may have built up as a result of any of these facfbhe markets for our products depend on contirgenand for consumer electronics such
as personal computers, cellular telephones anthtigimeras, and automotive, household and indliginiods. These end user markets may
experience changes in demand, such as the reaa@etides we have experienced as a result of detémigglobal economic conditions that
could adversely affect our prospects.

Our failure to implement, and also the completion ad impact of, our cost reduction initiatives couldadversely affect our business.

We have recently taken aggressive cost reductitoracin order to stay ahead of the economic enwirent. These actions include plans to
streamline and consolidate wafer manufacturinglbgieg our wafer manufacturing facility in Pennsava and closing our four-inch
manufacturing line in South Korea. Additionally, iniiated an insourcing program to replace higbest outside subcontractors with inter
manufacturing, we lowered our materials costs, ém@nted workforce reductions, and reduced emplbgaefits. We expect these actions
will simplify operations, improve productivity andduce costs.

We cannot guarantee that any of these actiondwiluccessfully implemented, or will sufficientlglp in returning to profitability. Because
our restructuring activities involve changes to snaspects of our business, the cost reductionsiatersely impact productivity and sales
to an extent we have not anticipated. Even if Wiy fexecute and implement these activities and tpeyerate the anticipated cost savings,
there may be other unforeseeable and unintendéat$aar consequences that could adversely impagbrafitability and business.

We may not be able to develop new products to sdfjschanging demands from customers.

Ouir failure to develop new technologies, or reaahtanges in existing technologies, could matgrigdilay development of new products,
which could result in decreased revenues and aofossrket share to our competitors. The semicotwduedustry is characterized by rapidly
changing technologies and industry standards, tegetith frequent new product introductions. Omaficial performance depends on our
ability to design, develop, manufacture, assenibkt, market and support new products and enhamteroe a timely and cost-effective
basis. New products often command higher prices and result, higher profit margins. We may natssgsfully identify new product
opportunities and develop and bring new productadoket or succeed in selling them into new custaapglications in a timely and cost-
effective manner. Products or technologies develdpeother companies may render our products dintdogies obsolete or noncompetiti
Many of our competitors are larger, older and wsthablished international companies with greatgimemring and research and development
resources than us. A fundamental shift in techrie®n our product markets that we fail to identityrectly or adequately, or that we fail to
capitalize on, in each case relative to our conyrsti could have material adverse effects on ompagitive position within the industry. In
addition, to remain competitive, we must continoiegduce die sizes, develop new packages and impnawnufacturing yields. We cannot
assure you that we can accomplish these goals.

If some original equipment manufacturers do not deign our products into their equipment, our revenuemay be adversely affected.

The success of our products often depends on wh@takls, or their contract manufacturers, choosedorporate or “design in” our
products, or identify our products, with those frarimited number of other vendors, as approved er
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in particular OEM applications. Even receiving “dgswins” from a customer does not guarantee fusates to that customer. We may be
unable to achieve these “design wins” due to coitipetover the subject product’s functionality, esizlectrical characteristics or other aspect
of its design, price, or due to our inability toxsee expected demand from the customer or othaorfa. Without design wins, we would only
be able to sell our products to customers as ansesmurce, if at all. If an OEM designs anothemdigp’'s product into one of its applications,

it is more difficult for us to achieve future desigins with that application because, for the contg changing suppliers involves significant
cost, time, effort and risk. In addition, achievimglesign win with a customer does not ensurevtbawill receive significant revenue from

that customer and we may be unable to convert désig actual sales.

We depend on demand from the consumer, original egoment manufacturer, contract manufacturing, industrial, automotive and
other markets we serve for the end market applicatins which incorporate our products. Reduced consum®r corporate spending due
to increased energy prices or other economic factsrcould affect our revenues.

Our revenue and gross margin guidance is basedmprojections that certain levels of consumer emgborate spending will continue. If our
projections of these expenditures fail to matezr@lour revenues and gross margins could be adlyaféected. For example, beginning in 1
third quarter and continuing into the fourth quad&2008, we observed progressively weakeningraaes which we attributed to
uncertainty and deterioration of global econominditions. While order rates began to recover infits¢ half of 2009 and have continued to
improve in the second half of 2009, our currentifess forecasting remains hampered by poor forwisillility, as our OEM and distributor
end customers remain cautious in their booking/egti

Our failure to protect our intellectual property ri ghts could adversely affect our future performancend growth.

Failure to protect our existing intellectual prageights may result in the loss of valuable tedbg@s. We rely on patent, trade secret,
trademark and copyright law to protect such tecbgiels. These laws are subject to change. For icstdinere have been recent developments
in the laws and regulations governing the issuamckassertion of patents in the U.S., such as imatdns to the rules governing patent
prosecution and court rulings on the issues offuliless, obviousness and injunctions, that maycadar ability to obtain patents and/or
enforce our patents against others. Some of obintdagies are not covered by any patent or paggitcation, and we cannot assure you 1

 the patents owned by us or numerous other patdrithuhird parties license to us will not be indalied, circumvented, challenged or
licensed to other companies;

« any of our pending or future patent applicationt lng issued within the scope of the claims sodmghtis, if at all.
In addition, effective patent, trademark, copyright trade secret protection may be unavailalvietdd or not applied for in some countries.

We also seek to protect our proprietary technokgrecluding technologies that may not be patentgohtentable, in part by confidentiality
agreements and, if applicable, inventors’ righteeagents with our collaborators, advisors, empleye® consultants. We cannot assure you
that these agreements will not be breached, thatiWbave adequate remedies for any breach orghelh persons or institutions will not
assert rights to intellectual property arising ousuch research. Some of our technologies have lmEnsed on a non-exclusive basis from
National Semiconductor, Samsung Electronics andratbmpanies which may license such technologieshters, including our competitol

In addition, under a technology licensing and tfanagreement, National Semiconductor has limitgalty-free, worldwide license rights
(without right to sublicense) to some of our tedbges. If necessary or desirable, we may seekdies under patents or intellectual property
rights claimed by others. However, we cannot asgoutethat we will obtain such licenses or thattérens of any offered licenses will be
acceptable to us. The failure to obtain a licemsmfa third party for technologies we use couldseaus to incur substantial liabilities and to
suspend the manufacture or shipment of produatsiiouse of processes requiring the technologies.

Our failure to obtain or maintain the right to use some technologies may negatively affect our finaradiresults.

Our future success and competitive position depepart upon our ability to obtain or maintain prigpary technologies used in our principal
products, which is achieved in part by defendiragnes by competitors and others of intellectual propinfringement. The semiconductor
industry is characterized by claims of intellectpedperty infringement and litigation regardingguatand other intellectual property rights.
From time to time, we may be notified of claimstéof
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implicit in offers to sell us a license to anotkempany’s patents) that we may be infringing patésgued to other companies, and we may
subsequently engage in license negotiations raggttiese claims. Such claims relate both to pradaieti manufacturing processes. Even
though we maintain procedures to avoid infringitigess’ rights as part of our product and procesld@ment efforts, it is impossible to be
aware of every possible patent which our produas infringe, and we cannot assure you that webeilsuccessful. Furthermore, even if we
conclude our products do not infringe another'pts, others may not agree. We have been andwaead in lawsuits, and could become
subject to other lawsuits, in which it is allegldttwe have infringed upon the patent or othetladrial property rights of other companies.
For example, since October 2004, we have beetigation with Power Integrations, Inc. See Itenb.dgal Proceedings. Our involvement in
this litigation and future intellectual propertidiation, or the costs of avoiding or settlingddtion by purchasing licenses rights or by other
means, could result in significant expense to emgany, adversely affecting sales of the challeqgeducts or technologies and diverting
the efforts and attention of our technical and ngen@ent personnel, whether or not such litigatiaes®lved in our favor. We may decide to
settle patent infringement claims or litigationgayrchasing license rights from the claimant, e¥evei believe we are not infringing, in order
to reduce the expense of continuing the disputeeoause we are not sufficiently confident that veeid eventually prevail. In the event of
adverse outcome as a defendant in any such liigatre may be required to:

* pay substantial damage

» indemnify our customers for damages they mightesuffthe products they purchase from us violateititellectual property rights of
others;

 stop our manufacture, use, sale or importatiomfinging products

» expend significant resources to develop or acquir-infringing technologies
 discontinue manufacturing processes

 obtain licenses to the intellectual property wefatend to have infringec

We cannot assure you that we would be successfuldh development or acquisition or that such Besrwould be available under
reasonable terms. Any such development, acquigitidicense could require the expenditure of sutigthtime and other resources.

We may not be able to consummate future acquisitienor successfully integrate acquisitions into oursiness.

We have made fourteen acquisitions of various sizese we became an independent company in 199Wearpdan to pursue additional
acquisitions of related businesses. The costsapfidng and integrating related businesses, offailure to integrate them successfully into
our existing businesses, could result in our compacurring unanticipated expenses and lossesddiitian, we may not be able to identify or
finance additional acquisitions or realize any @ptted benefits from acquisitions we do complete.

We are constantly evaluating acquisition opportesiand consolidation possibilities and are fre¢jyazonducting due diligence or holding
preliminary discussions with respect to possiblguéition transactions, some of which could be ificgent. No material potential acquisition
transactions are subject to a letter of intenttbeiwise so far advanced as to make the transastasonably certain.

If we acquire another business, the process ofiiateng an acquired business into our existing ajgems may result in unforeseen operating
difficulties and may require us to use significinancial resources on the acquisition that magwtise be needed for the ongoing
development or expansion of existing operationsa&of the risks associated with acquisitions inelud

» unexpected losses of key employees, customergptists of the acquired compar
» conforming the acquired compe's standards, processes, procedures and contrbl®wibperations
» coordinating new product and process developn
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 hiring additional management and other criticaspanel;

« inability to realize anticipated synergit

* negotiating with labor unions; a

 increasing the scope, geographic diversity and ¢exitg of our operations

In addition, we may encounter unforeseen obstaglessts in the integration of other businesseseugiire.

Possible future acquisitions could result in theuimence of additional debt, contingent liabiliteasd amortization expenses related to
intangible assets, all of which could have a materilverse effect on our financial condition andraging results.

We may face risks associated with dispositions ofsets and businesses.

From time to time we may dispose of assets andbases in an effort to grow our more profitabledpia lines. When we do so, we face
certain risks associated with these exit activjtiesluding but not limited the risk that we wilistlupt service to our customers, the risk of
inadvertently losing other business not relatethéoexit activities, the risk that we will be unalb effectively continue, terminate, modify
and manage supplier and vendor relationships, tedgk that we may be subject to consequentiahslérom customers or vendors as a
result of eliminating, or transferring the of pration of affected products or the renegotiatiomaihmitments related to those products.

We depend on suppliers for timely deliveries of rawnaterials of acceptable quality. Production time ad product costs could increase
if we were to lose a primary supplier or if we expgence a significant increase in the prices of ouraw materials. Product performance
could be affected and quality issues could devel@s a result of a significant degradation in the quigty of raw materials we use in our
products.

Our manufacturing processes use many raw matenalsiding silicon wafers, gold, copper lead fragmasld compound, ceramic packages
and various chemicals and gases. Our manufactagacations depend upon our ability to obtain adegsapplies of raw materials on a
timely basis. Our results of operations could beeaskly affected if we were unable to obtain adegjsapplies of raw materials in a timely
manner or if the costs of raw materials increasguificantly. If the prices of these raw materidlse significantly we may be unable to pass
on our increased operating expenses to our cussomvaich would result in decreased profit margimstfie products in which they are used.
Results could also be adversely affected if thesignificant degradation in the quality of raaterials used in our products, or if the raw
materials give rise to compatibility or performarngsues in our products, any of which could leadridncrease in customer returns or pro
warranty claims. Although we maintain rigorous dyatontrol systems, errors or defects may arieenfa supplied raw material and be
beyond our detection or control. For example, sphmasphorus-containing mold compound received framsupplier and incorporated into
our products in the past resulted in a numberaifred for damages from customers. We purchase sbm@ caw materials such as silicon
wafers, lead frames, mold compound, ceramic package chemicals and gases from a limited numbsumbliers on a just-in-time basis.
From time to time, suppliers may extend lead tintigst supplies or increase prices due to capamitystraints or other factors. We
subcontract a minority of our wafer fabrication deeprimarily to Advanced Semiconductor ManufactgrCorporation, Central
Semiconductor Manufacturing Corporation, Jilin Ma§emiconductor, Macronix International Co. LtcheRitec Semiconductor and Taiwan
Semiconductor Manufacturing Company. In order taimée our production capacity, some of our back-easembly and testing operations
are also subcontracted. Primary back-end subcdatsainiclude Amkor, ASE, AUK, GEM Services, HanarBeonductor, Liteon, Tak
Cheong Electronics and UTAC Ltd. Our operations alpitlity to satisfy customer obligations could liversely affected if our relationships
with these subcontractors were disrupted or tertatha

Delays in expanding capacity at existing facilitiegmplementing new production techniques, or incuring problems associated with
technical equipment malfunctions, all could adverdg affect our manufacturing efficiencies.

Our manufacturing efficiency is an important faagtoour profitability, and we cannot assure you thia will be able to maintain our
manufacturing efficiency or increase manufactueffgciency to the same extent as our competitors. i®anufacturing processes are highly
complex, require advanced and costly equipmentaadontinuously being modified in an effort to moye yields and product performance.
Impurities or other difficulties in the manufactugi process can lower yields. We are constantlyitgpfor ways to expand capacity or
improve efficiency at our manufacturing facilities.
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As is common in the semiconductor industry, we Hawen time to time experienced difficulty in comptey transitions to new manufacturing
processes at existing facilities. As a consequemediave suffered delays in product deliverieseduced yields in the past and may
experience such delays again in the future.

We may experience delays or problems in bringing manufacturing capacity to full production. Suaiays, as well as possible problem
achieving acceptable yields, or product deliverfage relating to existing or planned new capacityld result from, among other things,
capacity constraints, construction delays, upg@dinexpanding existing facilities or changing puscess technologies, any of which could
result in a loss of future revenues. Our operatasylts could also be adversely affected by theease in fixed costs and operating expenses
related to increases in production capacity if ness do not increase proportionately.

Slightly less than two-thirds of our sales are mad distributors who can terminate their relationships with us with little or no notice.
The termination of a distributor could reduce salesand result in inventory returns.

Distributors accounted for 64% of our net saleglierquarter ended September 27, 2009. Our topifstebutors worldwide accounted for
16% of our net sales for the quarter ended SepteBh009. As a general rule, we do not have lemg agreements with our distributors,
and they may terminate their relationships witlwith little or no advance notice. Distributors geally offer competing products. The loss of
one or more of our distributors, or the decisiorobg or more of them to reduce the number of codyts they offer or to carry the product
lines of our competitors, could have a materialesise effect on our business, financial conditiot masults of operations. The termination of
a significant distributor, whether at our or thetdbutor’s initiative, or a disruption in the opéions of one or more of our distributors, could
reduce our net sales in a given quarter and casldtrin an increase in inventory returns.

The semiconductor business is very competitive, esgally in the markets we serve, and increased corafition could reduce the value
of an investment in our company.

We participate in the standard component or “nmultirket” segment of the semiconductor industry. Wil semiconductor industry is
generally highly competitive, the “multi-market’gaent is particularly so. Our competitors offer ieglent or similar versions of many of
our products, and customers may switch from oudgets to our competitors’ products on the basigriafe, delivery terms, product
performance, quality, reliability and customer seg\wor a combination of any of these factors. Cditipe is especially intense in the multi-
market semiconductor segment because it is relptasy for customers to switch between suppliémare standardized, multi-market
products like ours. In the past we have experiegeatleases in prices during “doweycles in the semiconductor industry, and this megur
again as a result of the recent downturn in glelsahomic conditions. Even in strong markets, ppi@ssures may emerge as competitors
attempt to gain a greater market share by lowesiiges. We compete in a global market and our coitope are companies of various size
various countries around the world. Many of our petitors are larger than us and have greater finhresources available to them. As such,
they tend to have a greater ability to pursue aitiom candidates and can better withstand adverseomic or market conditions.
Additionally, companies with whom we do not curigrompete may introduce new products that maye#usm to compete with us in the
future.

We may not be able to attract or retain the technial or management employees necessary to remain coetitive in our industry.

Our continued success depends on our ability tacithnd retain skilled personnel, including techhimarketing, management and staff
personnel. In the semiconductor industry, the cditipe for qualified personnel, particularly expenced design engineers and other tech
employees, is intense, particularly in the “up”tamrs of our business cycle, when competitors mayat recruit our most valuable technical
employees. While we devote a great deal of ountdte to designing compensation programs aimedairaplishing this goal, there can be
no assurance that we will be able to retain ourecuipersonnel or recruit the key personnel weirequ

If we must reduce our use of equity awards to commsate our employees, our competitiveness in the etopee marketplace could be
adversely affected. Our results of operations couldary as a result of the methods, estimates and jgdhents we use to value our stock-
based compensation.

Like most technology companies, we have a histbysing broad-based employee stock programs taiitesond retain our workforce in a
competitive employment marketplace. Our succedsdepend in part upon the continued use of stotlong, restricted stock units, deferred
stock units and performance-based equity awardscasnpensation tool. We plan
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to seek stockholder approval for increases in thmber of shares available for grant under the RiitGSemiconductor 2007 Stock Plan as
well as other amendments that may be adopted firamtb time which require stockholder approvathdse proposals do not receive
stockholder approval, we may not be able to grantksoptions and other equity awards to employééiseasame levels as in the past, which
could adversely affect our ability to attract, retand motivate qualified personnel, and we maydrnieencrease cash compensation in ord:
attract, retain and motivate employees, which caulersely affect our results of operations.

The calculation of stock-based compensation expender the Compensation — Stock Compensation Tafglee FASB ASC requires us to
use valuation methodologies and a number of estsnassumptions and conclusions regarding matiersas the expected volatility of our
share price, the expected life of our options,akgected dividend rate with respect to our commocks expected forfeitures and the exercise
behavior of our employees. There are no meansrapgdicable accounting principles, to compare adidst this expense if and when we
learn of additional information that may affect #&imates that we previously made, with the exoepf changes in expected forfeitures of
stock-based awards. Certain factors may arisetoverthat lead us to change our estimates and g with respect to future stoblasec
compensation, resulting in variability in our stdeksed compensation expense over time. Changeseicefsted stock-based compensation
expense could impact our gross margin percentagearch and development expenses, marketing, §endradministrative expenses and
our tax rate.

We may face product warranty or product liability claims that are disproportionately higher than the \alue of the products involved.

Our products are typically sold at prices thatsagmificantly lower than the cost of the equipmenbther goods in which they are
incorporated. For example, our products that azerporated into a personal computer may be solddweral dollars, whereas the personal
computer might be sold by the computer maker feesd hundred dollars. Although we maintain rigaquality control systems, we
manufacture and sell approximately 18 billion irndixal semiconductor devices per year to custonrensna the world, and in the ordinary
course of our business we receive warranty claonsdme of these products that are defective ardhaot perform to published
specifications. Since a defect or failure in owdarct could give rise to failures in the goods thabrporate them (and consequential claims
for damages against our customers from their custe)nwe may face claims for damages that areafigptionate to the revenues and profits
we receive from the products involved. We atterttphugh our standard terms and conditions of sadecgher customer contracts, to limit
our liability by agreeing only to replace the défee goods or refund the purchase price. Neversisel@e have received claims for other
charges, such as for labor and other costs ofcieialefective parts or repairing the products intoch the defective products are
incorporated, lost profits and other damages. titexh, our ability to reduce such liabilities, wther by contracts or otherwise, may be
limited by the laws or the customary business jrastof the countries where we do business. Aneh @v cases where we do not believe we
have legal liability for such claims, we may chots@ay for them to retain a customer’s busineggadwill or to settle claims to avoid
protracted litigation. Our results of operations &nisiness could be adversely affected as a refsalsignificant quality or performance issue
in our products, if we are required or choose tpfpathe damages that result. For example, fro®120 2008 we received claims from a
number of customers seeking damages resulting ¢emtain products manufactured with a phosphorugatoing mold compound, and we
were named in lawsuits relating to these mold campaclaims.

Our international operations subject our company torisks not faced by domestic competitors.

Through our subsidiaries we maintain significantm@pions and facilities in the Philippines, Malay<China, South Korea and Singapore. We
have sales offices and customers around the wiplptoximately 78% of our revenues in third quad&2009 were from Asia. The followir
are some of the risks inherent in doing businesarimternational level:

» economic and political instabilit
« foreign currency fluctuation:
 transportation delay:

* trade restrictions

» changes in laws and regulations relating to, amtootfyer things, import and export tariffs, taxatienvironmental regulations, land use
rights and property
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« work stoppages; ar
« the laws of, including tax laws, and the policiésh® U.S. toward, countries in which we manufaetour products

We acquired significant operations and revenues wimewe acquired a business from Samsung Electroniced, as a result, are subject
to risks inherent in doing business in Korea, inclding political risk, labor risk and currency risk.

As a result of the acquisition of the power de\iosiness from Samsung Electronics in 1999, we biyeficant operations and sales in
South Korea and are subject to risks associatdddeiing business there. Korea accounted for 13&upfevenue for the quarter ended
September 27, 2009.

Relations between South Korea and North Korea baea tense over most of South Korea’s history,raack recent concerns over North
Korea'’s nuclear capability, and relations betwdenl.S. and North Korea, have created a globaligdssue that may adversely affect
Korean business and economic conditions. We caas®tre you as to whether or when this situatiohb&iresolved or change abruptly as a
result of current or future events. An adverse gean economic or political conditions in South Karor in its relations with North Korea
could have a material adverse effect on our Koeedosidiary and our company. In addition to othgkgidisclosed relating to international
operations, some businesses in South Korea arecubjlabor unrest.

Our Korean sales are increasingly denominated pilyria U.S. dollars while a significant portion ofir Korean operations’ costs of goods
sold and operating expenses are denominated ith auean won. Although we have taken steps toHexdosts subject to currency
fluctuations and to balance won revenues and wets@s much as possible, a significant changdsrbilance, coupled with a significant
change in the value of the won relative to theatpltould have a material adverse effect on oanfiral performance and results of operat
(see Item 3, Quantitative and Qualitative Disclesuabout Market Risk).

A change in foreign tax laws or a difference in theonstruction of current foreign tax laws by relevat foreign authorities could result
in us not recognizing any anticipated benefits.

Some of our foreign subsidiaries have been grgmtefgrential income tax or other tax holidays asgnaentive for locating in those
jurisdictions. A change in the foreign tax lawdmthe construction of the foreign tax laws govagiihese tax holidays, or our failure
comply with the terms and conditions governingtdeeholidays, could result in us not recognizing émticipated benefits we derive from
them, which would decrease our profitability in$kqurisdictions. We continue to monitor the takdays, the income tax laws governing
tax holidays, and our compliance with the terms emrttlitions of the tax holidays, to ensure thatdieent and future tax impacts on our
subsidiaries in these countries are anticipatedrefimaed.

We have significantly expanded our manufacturing oprations in China and, as a result, will be increasgly subject to risks inherent
in doing business in China, which may adversely a#tt our financial performance.

We expect a significant portion of our productiooni our Suzhou, China facility will be exported @fitChina, however, we are hopeful that
a significant portion of our future revenue wilstdt from the Chinese markets in which our prodacéssold, and from demand in China for
goods that include our products. Our ability torape in China may be adversely affected by chaigt®t country’s laws and regulations,
including those relating to taxation, import anghest tariffs, environmental regulations, land uiggats, property and other matters. In
addition, our results of operations in China afgett to the economic and political situation thékée believe that our operations in China
in compliance with all applicable legal and regatgtrequirements. However, there can be no assertduat China’s central or local
governments will not impose new, stricter regulasior interpretations of existing regulations twatld require additional expenditures.
Changes in the political environment or governnpaiicies could result in revisions to laws or regjidns or their interpretation and
enforcement, increased taxation, restrictions quoms, import duties or currency revaluations. ddition, a significant destabilization of
relations between China and the U.S. could resufktstrictions or prohibitions on our operationsta sale of our products in China. The I
system of China relating to foreign trade is rekly new and continues to evolve. There can beentinty as to the application of its laws
and regulations in particular instances. Enforceréexisting laws or agreements may be sporadicigplementation and interpretation of
laws inconsistent. Moreover, there is a high degfdeagmentation among regulatory authorities it@sy in uncertainties as to which
authorities have jurisdiction over particular pastor transactions.
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We are subject to many environmental laws and regations that could affect our operations or resulti significant expenses.

Increasingly stringent environmental regulatiorstniet the amount and types of pollutants thatlmameleased from our operations into the
environment. While the cost of compliance with eamimental laws has not had a material adversetadfeour results of operations
historically, compliance with these and any futtegulations could require significant capital inwesnts in pollution control equipment or
changes in the way we make our products. In addibecause we use hazardous and other regulatedaisin our manufacturing process
we are subject to risks of liabilities and claimeggardless of fault, resulting from our use, tramsdion, emission, discharge, storage,
recycling or disposal of hazardous materials, iditlg personal injury claims and civil and crimiffiales, any of which could be material to
our cash flow or earnings. For example:

we currently are remediating contamination at sofmeur operating plant site

we have been identified as a potentially respoagibity at a number of Superfund sites where weyppredecessors) disposed of wastes
in the past; an

significant regulatory and public attention on timpact of semiconductor operations on the envirartmeay result in more stringent
regulations, further increasing our co:

Although most of our known environmental liabilgiare covered by indemnification agreements wityttieon Company, National
Semiconductor, Samsung Electronics and Intersip@uaition, these indemnities are limited to condiithat occurred prior to the
consummation of the transactions through which egeied facilities from those companies. Moreoves,cannot assure you that their
indemnity obligations to us for the covered liai@ will be available, or, if available, adequtderotect us.

We are a leveraged company with a ratio of debt tequity at September 27, 2009 of approximately 0.®t1, which could adversely
affect our financial health and limit our ability t o grow and compete.

At September 27, 2009, we had total debt of $5@6lon and the ratio of this debt to equity wapemimately 0.5 to 1. As of September
2009, our senior credit facility includes $497.2liom in term loans and the $100 million revolvihige of credit, of which $78.7 million
remained undrawn. In addition, there is a $150iomluncommitted incremental term loan feature. Meseducing some of our long-term
debt, we continue to carry substantial indebtedmnéssh could have significant consequences on parations. For example, it could:

require us to dedicate a portion of our cash flomwT operations to payments on our indebtednesehihigeducing the availability of our
cash flow to fund working capital, capital expendis, research and development efforts and othwargecorporate purpose

increase the amount of our interest expense, beaartain of our borrowings (namely borrowings unalgr senior credit facility) are at
variable rates of interest, which, if interest satecrease, could result in higher interest expe

increase our vulnerability to general adverse egoo@nd industry condition:

limit our flexibility in planning for, or reactingp, changes in our business and the industry ichwvie operate
restrict us from making strategic acquisitionstadticing new technologies or exploiting businegsoofunities;
make it more difficult for us to satisfy our obligans with respect to the instruments governingindebtedness
place us at a competitive disadvantage comparedrtoompetitors that have less indebtednes

limit, along with the financial and other restnaicovenants in our debt instruments, among ottiegs, our ability to borrow additional
funds, dispose of assets, repurchase stock orgshydividends. Failing to comply with those coveaaould result in an event of default
which, if not cured or waived, could have a matadverse effect on our business, financial cooditind results of operatior
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Despite current indebtedness levels, we may stiletable to incur substantially more indebtedness. burring more indebtedness could
exacerbate the risks described above.

We may be able to incur substantial additional ntdéness in the future. Although the terms of tieelit agreement relating to the senior
credit facility contain restrictions on the incuroe of additional indebtedness, these restricimasubject to a number of qualifications and
exceptions and, under certain circumstances, additindebtedness incurred in compliance with thestrictions or upon further amendment
of the credit facility could be substantial. AsS#ptember 27, the senior credit facility permiterew@ings of up to $100 million in revolving
loans under the line of credit and up to $150 onillunder the uncommitted incremental term loarufeatin addition to the outstanding
$497.2 million term loans that are currently outstiag under that facility. As of September 27, 208§usted for outstanding letters of cre
we had up to $78.7 million available under the tewg loan portion of the senior credit facility.dew debt is added to our subsidiaries’
current debt levels, the substantial risks desdrdd®ve would intensify.

We may not be able to generate the necessary amouwftcash to service our indebtedness, which may reige us to refinance our
indebtedness or default on our scheduled debt paymts. Our ability to generate cash depends on manwad¢tors beyond our control.

Our historical financial results have been, andawecipate that our future financial results widl subject to substantial fluctuations, many of
which are the result of the recent downturn ingludal economy. While we currently have sufficieash flow to satisfy all of our current
obligations, we cannot assure you that our busiwdssontinue to generate sufficient cash flowrfremperations to enable us to pay our
indebtedness or to fund our other liquidity needthe future. Further, we can make no assurane¢®tin currently anticipated cost savings
and operating improvements will be realized on dakeor at all, or that future borrowings will bea#lable to us under our senior credit
facility in an amount sufficient to satisfy our liiglity needs. In addition, because our senior tfedility has a variable interest rate, our cost
of borrowing will increase if market interest ratesrease. If we are unable to meet our expenssalot obligations, we may need to
refinance all or a portion of our indebtedness phejore maturity, sell assets or raise equity.dAfenot assure you that we would be able to
renew or refinance any of our indebtedness, ss#ita®r raise equity on commercially reasonabhageanr at all, which could cause us to
default on our obligations and impair our liquidiRestrictions imposed by the credit agreementingldo our senior credit facility restrict or
prohibit our ability to engage in or enter into sbusiness operating and financing arrangemenishvebuld adversely affect our ability to
take advantage of potentially profitable businggsontunities.

The operating and financial restrictions and conésnian the credit agreement relating to our seaiedit facility may limit our ability to
finance our future operations or capital needsngage in other business activities that may beumrderests. The credit agreement imposes
significant operating and financial restrictionsumthat affect our ability to incur additional atitedness or create liens on our assets, pay
dividends, sell assets, engage in mergers or dtiqnig make investments or engage in other busiaesvities. These restrictions could pl
us at a disadvantage relative to our competitongynosé which are not subject to such limitations.

In addition, the senior credit facility also reqsrus to maintain specified financial ratios. Chility to meet those financial ratios can be
affected by events beyond our control, and we caassure you that we will meet those ratios. ASeptember 27, 2009, we were in
compliance with these ratios. A breach of any eSthcovenants, ratios or restrictions could reéswh event of default under the senior cr
facility. Upon the occurrence of an event of defaumder the senior credit facility, the lendersidaelect to declare all amounts outstanding
under the senior credit facility, together with mmd interest, to be immediately due and payabige lwere unable to repay those amounts,
the lenders could proceed against our assetsdimgjuany collateral granted to them to secure tidelitedness. If the lenders under the senior
credit facility accelerate the payment of the indelness, we cannot assure you that our assets Wweddfficient to repay in full that
indebtedness and our other indebtedness.

We have investments in auction rate securities thatubject us to market risk which could adversely déct our liquidity and financial
results.

As of September 27, 2009, we owned auction ratertrss with a par value of $51.3 million and markelue of $33.2 million. We originally
purchased these securities believing them to ke shért-term and highly liquid investments. Howewas a result of the systemic failure of
the auction rate securities market, these secsidtie no longer liquid. While we continue to accane receive interest on these securities at
the contractual rate, there can be no assurantthtire will ever be an active market for our anetiate securities. Uncertainties in the credit
and capital markets could lead to further downgsasfeour auction rate securities and additionaldmmpents. Additionally, auction failures
have
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limited our ability to fully recover the par valeé our investment in the short term and even ithekl the securities to maturity, the loteym
value of the auction rate securities may potentiadl impacted by issuer defaults. We do not ardteiphat the lack of liquidity or future
downgrades and impairments will materially impaat ability to fund out working capital needs, capixpenditures or other business
requirements.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

The company did not make any purchases of its awmaon stock during the third quarter of 2009.

Item 6. Exhibits

Exhibit
No.

Description

31.01
31.02
32.01

32.02

Section 302 Certification of the Chief ExecutivefiGHdr.
Section 302 Certification of the Chief FinanciafiCdr.

Certification, pursuant to 18 U.S.C. 1350, as agldmursuant to Section 906 of the Sarbanes-Oxlew®2002, by Mark S.
Thompson

Certification, pursuant to 18 U.S.C. 1350, as agldgursuant to Section 906 of the Sarb-Oxley Act of 2002, by Mark S. Fre

Items 3, 4 and 5 are not applicable and have beemdted.
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

Fairchild Semiconductor International, Ir

Date: November 6, 2009 /s/ RoBINA. SAWYER

Robin A. Sawyer
Vice President, Corporate Controller
(Principal Accounting Officer)
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Exhibit 31.01
CERTIFICATION

I, Mark S. Thompson, certify that:
1. | have reviewed this quarterly report on Forn-Q of Fairchild Semiconductor International, Ir

2. Based on my knowledge, this report does notatorny untrue statement of a material fact or emnittate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly presentin all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presentet
this report;

4.  The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed
under our supervision, to ensure that materialrinégion relating to the registrant, including itnsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report is
being preparec

b) Designed such internal control over financiglarting, or caused such internal control over fomahreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentéidsineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

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

5.  The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatioernal control over financial
reporting, to the registre’s auditors and the audit committee of the regit’'s board of director:

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and
report financial information; an

b)  Any fraud, whether or not material, that invawaanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

Date: November 6, 2009 /sl Mark S. Thompson
Mark S. Thompsol
Chairman, President and Chief Executive Off




Exhibit 31.02
CERTIFICATION

I, Mark S. Frey, certify that:
1. | have reviewed this quarterly report on Forn-Q of Fairchild Semiconductor International, Ir

2. Based on my knowledge, this report does notatorny untrue statement of a material fact or emnittate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly presentin all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presentet
this report;

4.  The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed
under our supervision, to ensure that materialrinégion relating to the registrant, including itnsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report is
being preparec

b) Designed such internal control over financiglarting, or caused such internal control over fomahreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentéidsineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

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

5.  The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatioernal control over financial
reporting, to the registre’s auditors and the audit committee of the regit’'s board of director:

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and
report financial information; an

b)  Any fraud, whether or not material, that invawaanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

Date: November 6, 2009 /sl Mark S. Frey
Mark S. Frey
Executive Vice Presider
Chief Financial Officer and Treasut




Exhibit 32.01

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANEBXLEY ACT OF 2002

In connection with the quarterly report of FairchBemiconductor International, Inc. (the “compamyfi)Form 10-Q for the period ended
September 27, 2009 as filed with the SecuritiesExahange Commission on the date hereof (the “R8pgrMark S. Thompson, Chief
Executive Officer of the company, certify, pursutmil8 U.S.C. ss. 1350, as adopted pursuant 808sof the Sarbanes-Oxley Act of 2002,
that:

(1) The Report fully complies with the requirementsettion 13 (a) or 15 (d) of the Securities Exchafsgeof 1934; anc

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of the operations
of the company

/sl Mark S. Thompson
Mark S. Thompsol
Chief Executive Office
November 6, 200




Exhibit 32.02

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANEBXLEY ACT OF 2002

In connection with the quarterly report of FairchBemiconductor International, Inc. (the “compamyfi)Form 10-Q for the period ended
September 27, 2009 as filed with the SecuritiesExahange Commission on the date hereof (the “R@pbrMark S. Frey, Chief Financial
Officer of the company, certify, pursuant to 18 I€.Sss. 1350, as adopted pursuant to ss. 906 &aHemnes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsettion 13 (a) or 15 (d) of the Securities Exchafsgeof 1934; anc

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of the operations
of the company

/sl Mark S. Frey
Mark S. Frey

Chief Financial Officel
November 6, 200




