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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 26, 2010

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&d 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 26, 2010:

Title of Each Class Number of Shares

Common Stocl 123,845,24¢
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PART I. FINANCIAL INFORMATION

ltem 1. Financial Statements

FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB

CONSOLIDATED BALANCE SHEETS
(In millions)

ASSETS

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

Accounts receivable, net of allowances of $25.8$8®18 at September 26, 2010 and

December 27, 2009, respectivi

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 porti
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

SIDIARIES

September 2€

2010
(Unaudited)

$ 384cF
0.1

171.1
220.]
12.7
36.C
824t
650.¢
14.1
64.4
161.:
20.¢
37.2

$ 1,782.:

$ 3.8
145.1

127.(
275.¢
317.¢

31.¢

39.8

664.¢
2.2

1.3
1,421.¢
(238.9)
(5.2)

(64.%)
1,115

$ 1,782

December 27

2009

$ 415¢
0.1

134.(
189.f
13.5
28.%
781.2
653.2
12.C
81.1
161.%
35.¢
37.¢

$ 1,762.

119.¢
70.€
195.5
466.¢
30.¢
40.2
733.5

a
2.2
<

1.2
1,406.¢
(340.7)
(1.9

(38.7)
1,026.¢

$ 1,762
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FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB

CONSOLIDATED STATEMENTS OF OPERATIONS
(In millions, except per share and percent data)

SIDIARIES

Nine Months Ended

September 2€ September 27
2010 2009

$ 1,202.( $ 833.(

786.2 648.1

415.¢ 184.¢
34.€% 22.2%

88.( 74.%

165.€ 131.¢

16.7 16.7

3.7 22.1

8.C —

282.( 244 ¢

133.¢ (60.0)

8.8 15.4

125.( (75.4)

22.¢ 2.9)

$ 102 $ (739

(Unaudited)
Three Months Ended
September 2€ September 27
2010 2009

Total revenue $ 414« $ 331¢
Cost of sale: 263.t 245.5

Gross margir 150.¢ 86.2

Gross margin ¢ 36.4% 26.(%
Operating expense
Research and developmt 30.t 24.¢
Selling, general and administrati 57.2 43.4
Amortization of acquisitio-related intangible 5.5 5.€
Restructuring and impairmer 1.3 4.1
Charge for litigatior 8.C —

Total operating expens 102.€ 78.C
Operating income (lost 48.: 8.3
Other expense, n 3.8 4.4
Income (loss) before income tax 44t 3.6
Provision (benefit) for income tax 8.7 1.2
Net income (loss $ 35.¢ $ 2.7
Net income (loss) per common she

Basic $ 0.2¢ $ 0.0z

Diluted $ 0.2¢ $ 0.0z
Weighted average common shal

Basic 124.k 123.¢

Diluted 127.1 127.k

$ 0.8z $ (059
$  0.8C $ (0.5
124.¢ 123.¢
128.( 123.¢

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

(In millions)
(Unaudited)
Three Months Ended Nine Months Ended
September 2€ September 27 September 2€ September 27
2010 2009 2010 2009
Net income (loss $ 35.¢ $ 2.7 102.2 $ (73.9)
Other comprehensive income (loss), net of
Net change associated with hedging transac 3.4 14 5.1 (0.2
Net amount reclassified to earnings for hedc 0.3 1.€ (1.2 8.2
Net change associated with fair value of secur (5.5 (3.9 (4.9 0.2
Net change associated with pension transac — — (2.9 0.9
Comprehensive income (los $ 33.4 $ 1.8 $ 98.¢ $ (65.9)

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 msthcprovided 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
(Gain) Loss on disposal of property, plant, andgment
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 securitie
Maturity of marketable securitie
Capital expenditure
Purchase of molds and tooli
Purchase of equity investme
Acquisitions and divestitures, net of cash acqu
Net cash used in investing activit|
Cash flows from financing activitie
Repayment of lor-term debt
Proceeds from issuance of common stock and fromtiseeof stock options, n
Purchase of treasury sto
Debt financing cost
Net cash used in financing activiti
Net change in cash and cash equival
Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of pe

SIDIARIES

Nine Months Ended

September 2€

2010
$ 102.2

118.¢
15.¢€

(0.4)
1.1
2.1
0.2

0.9)

(37.))
(31.5)
(8.9)
75.2
0.7)
237.:

15
0.1
(89.5)
0.9
(3.0)

(91.)

(150.6)
0.2

(25.6)

(0.6)
(176.6)
(31.9
415.¢

$ 384r

See accompanying notes to unaudited consolidataddial statements.
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September 27

2009
$ (739

120.7
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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 financiaiesteents of Fairchild Semiconductor Internationad, 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 1fkKthe year ended December 27, 2009. The inténamcial information is unaudited,
but reflects all normal adjustments, which arehimopinion of management, necessary to provider atatement of results for the interim
periods presented. The financial statements shHmitgad in conjunction with the financial statersantthe company’s Annual Report on
Form 10-K for the year ended December 27, 200%a@eamounts 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®stsnates and the underlying assumptions affiecamounts of assets and liabilities
reported, disclosures about contingent assetsianitities, and reported amounts of revenues apeteses. Such estimates include the
valuation of accounts receivable, inventories, gatidinvestments, 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 ditilagaid credit markets, volatile
equity and foreign currency markets, and declinesonsumer spending have combined to increasenttertainty inherent in such estimates
and assumptions. As future events and their effentaot be determined with precision, actual reszduld differ significantly from these
estimates. Changes in those estimates resulting domtinuing changes in the economic environmelttbgireflected in the financial
statements in future periods.

Note 2 — Financial Statement Details

September 2€ December 27
2010 2009
(In millions)
Inventories, ne
Raw material $ 38.1 $ 29.4
Work in proces: 113 96.4
Finished good 68.5 63.7
$ 220.1 $ 189t
September 2€ December 27
2010 2009
(In millions)
Property, plant and equipme
Land and improvemen $ 24.1 $ 24.1
Buildings and improvemen 336.¢ 332
Machinery and equipme 1,650.! 1,615.:
Construction in progres 79.¢ 46.7
Total property, plant and equipme 2,091.( 2,018.«
Less accumulated depreciati 1,440.. 1,365.:
$  650.¢ $ 653.C
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FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB SIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

(Unaudited)
September 2€ December 27
2010 2009
(In millions)
Accrued expenses and other current liabili

Payroll and employee related accrt $ 79.€ $ 34.¢

Accrued interes 04 2.€

Taxes payabl 20.7 5.C

Restructuring and impairmer 9.7 10.z

Other 16.€ 18.C

$ 127.( $ 70.€

Three Months Ended Nine Months Ended
September 2€ September 27 September 2€ September 27
2010 2009 2010 2009
(In millions)
Other expense, n

Interest expens $ 2.2 $ 5.C $ 8.4 $ 16.€
Interest incom (0.7) (0.7) (2.2) (2.7)
Other (income) expense, r 2.2 0.1 2.5 1.t
Other expense, n $ 3.E $ 4.4 $ 8.E $ 15.4

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 per share is computed using the weightechgeenumber of common shares outstanding duringehed, plus the dilutive effect of
potential future issuances of common stock relatingotentially dilutive securities. There is ndution when a net loss exists. Potentially
dilutive common equivalent securities consist otktoptions, performance units (PUs), deferredkstmits (DSUs) and restricted stock units
(RSUSs). In calculating diluted earnings per shtre dilutive effect of stock options is computethgshe average market price for the
respective period using the treasury share metbedain potential shares of the company’s outstangiock options were excluded because
they were anti-dilutive, but could be dilutive mmetfuture. The following table sets forth the cotapion of basic and diluted earnings per
share.
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FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB SIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

(Unaudited)
Three Months Ended Nine Months Ended
September 2€ September 27 September 2€ September 27
2010 2009 2010 2009
(In millions, except per share data)
Basic:
Net income (loss $ 35.¢ $ 2.7 $ 102.C $ (73.9)
Weighted average shares outstant 124.% 123.¢ 124.¢ 123.¢
Net income (loss) per sha $ 0.2¢ $ 0.0z $ 0.82 $ (0.59)
Diluted:
Net income (loss $ 35.¢ $ 2.7 $ 102.: $ (73.9)
Basic weighted average shares outstan 124.% 123.¢ 124.¢ 123.¢
Assumed exercise of common stock equival 2.€ 3.€ 3.2 —
Diluted weighted average common and common equit:
shares 127.1 127.k 128.( 123.¢
Net income (loss) per sha $ 0.2¢ $ 0.0z $ 0.8C $ (0.59)
Anti-dilutive common stock equivalents, non-vesséack, DSUs
RSUs, and PU 11.€ 12.¢ 12.C 19.:
Note 4 — Supplemental Cash Flow Information
Nine Months Ended
September 2€ September 27
2010 2009
(In millions)
Cash paid for
Income taxes, ne $ 8.5 $ 10.7
Interest $ 7.1 $ 16.¢

Note 5 — Fair Value

Fair Value of Financial InstrumentIn accordance with the requirements of the Faiugalleasurements and Disclosures Topic of the
Financial Accounting Standards Board (FASB) AccounStandards Codification (ASC), the company gsoip financial assets and
liabilities measured at fair value on a recurrirgib in three levels, based on the markets in wihietassets 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

» Level 2 —Valuation is based on quoted market prices forlammstruments 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 ¢lashhmodels 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 minirtfizeuse of unobservable inputs when developing/idire measurements. When
available, the company uses quoted market pricasetsure fair value. If market prices are not awdd, the fair value measurement is based
on models that use primarily market based parameteluding interest rate yield curves, option wtitees and currency rates. In certain ce
where market rate assumptions are not availabdecaimpany is required to make judgments about gstsums market participants would use
to estimate the fair value of a financial instrué®hanges in the underlying assumptions usedjdimg discount rates and estimates of
future cash flows could significantly affect thesuéis of current or future values. The results matybe realized in an actual sale or immec
settlement of an asset or liability.
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FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB SIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(Unaudited)

The assets and liabilities measured at fair vatua tecurring basis include securities and desreati Financial instruments classified as Level
1 are securities traded on an active exchange bhasvd.S. Treasury, and other U.S. governmentagehcy-backed securities that are traded
by dealers or brokers in active over-the-counterketa. Derivatives are classified as Level 2 finahimstruments. The only financial
instruments classified as Level 3 are auction satairities.

The fair value of securities is based on quotedketgsrices at the date of measurement, excepuidian 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 conditiomgiidlity 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 esttes of future cash flows could significantly afféeese fair value estimates.

In 2009 and the first two quarters of 2010, the pany performed its own discounted cash flow (DCHgwlation to determine the estimated
fair value of the auction rate securities. The ag#ions used in preparing the DCF model includeineges for the amount and timing of
future interest and principal payments and theaateturn required by investors to own these séearin the current environment. In making
these assumptions, relevant factors that were deresi included: the formula applicable to each sgcwhich defines the interest rate paic
investors in the event of a failed auction; forwprdjections of the interest rate benchmarks sigetif such formulas; the likely timing of
principal repayments; the probability of full repagnt considering guarantees by third parties addiadal credit enhancements provided
through other means. The estimate of the ratetofrreequired by investors to own these securéles considers the current reduced liqui
for auction rate securities. The inputs for the pany’s DCF were based upon publicly available dataell as the company’s own estimates.
The primary unobservable input to the valuation ti@smaturity assumption which ranged from fouteto years depending on the individual
auction rate security. The maturity assumptionsevibsed on the terms of the underlying instrumedttlhe potential for restructuring the
auction rate security. Beginning in third quarteP010, the company used an outside valuation firrwalculate the fair value of one auction
rate security issue due to the complex natureefitiderlying securities. The value is also deteeghinsing a discounted cash flow model

a premium for illiquidity as well as indicative nket information. The company continued to perfohm tliscounted cash flow calculation to
determine fair value on the rest of the auction ss#curities.

All of the company’s derivatives are traded in otleg-counter markets where quoted market pricesatresadily available. For those
derivatives, the company measures fair value ysiitgs obtained from the counterparties with whbmdompany has traded. The
counterparties price the derivatives based on nsdtat use primarily market observable inputs, sigchield curves and option volatilities.
Accordingly, the company classifies these deriegias 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.

10
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FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB SIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(Unaudited)

The following table presents the balances of agseddiabilities measured at fair value on a reogrbasis as of September 26, 2010.

Fair Value Measurements

Significant
Quoted Prices Other Significant
Observable Unobservable
in Active
Markets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
(In millions)
Foreign Currency Derivative
Assets $ 34 $ — $ 34 $ —
Liabilities — — — —
$ 34 $ — $ 34 $ —
Securities
Marketable securitie $ 2.€ $ 2.€ — —
Auction rate securitie 27.2 — — 27.2
$ 29.€ $ 2.€ $ — $ 27.5

The following table summarizes the changes in I8w&bcurities measured at fair value on a recutrasis for the nine months ended
September 26, 2010.

Auction Rate

Securities
(In millions )
Balance at beginning of peric $ 33.2
Total realized and unrealized gains or (loss
Included in net incom —
Included in OCI (5.0
Accretion of impairments included in net Ic 0.4
Sales (1.5
Purchases , issuances and settlerr —
Balance at end of peric $ 27.%

The company received an unsolicited tender offenf® of its auction rate security holdings in thied quarter of 2010. The tender offer was
for slightly more than the amortized cost basithefsecurity so the company made the decisionrticipeate in the tender offer and sell the
security for $1.5 million, recognizing an immatéigain on the transaction. This does not changedhganys intent regarding the remain
of the auction rate security portfolio in that ttempany does not intend to sell or believe it igerikely than not that the company would be
required to sell the remaining securities beforecavery of the amortized cost basis of the invesis

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.

11
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FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB SIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

(Unaudited)
September 26, 2010 December 27, 2009
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
(In millions )
Long-Term Debt;
Term Loan $321.¢ $ 312.¢ $472.2 $ 449.2

Note 6 — Derivatives

Derivatives.The company uses derivative instruments to manggeseres to changes in foreign currency exchartgs emd interest rates. In
accordance with the requirements of the Derivatares Hedging Topic of the FASB ASC, the fair vatiiehese hedges is recorded on the
balance sheet. For the fair value of derivatives, Note 5.

Foreign Currency DerivativesThe company uses currency forward and combinagiioo contracts to hedge a portion of its foreahste
foreign exchange denominated revenues and expérsesompany monitors its foreign currency expostwemaximize the overall
effectiveness of its foreign currency hedge posg#ticCurrencies hedged include the euro, Japanes®gdippine 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 n@¢dna material impact on earnings
the three and nine months ended September 26,8l 8eptember 27, 2009. No cash flow hedges weeealgnized or discontinued during
the three and nine months ended September 26,8l 8eptember 27, 2009.

Derivative gains and losses included in accumulathdr comprehensive income (AOCI) are reclassifia earnings at the time the
forecasted transaction is recognized. The compsatipates that $2.9 million of net unrealized detiv@gains included in AOCI will be
reclassified into earnings within the next twelvenths.

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¢firee 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 changeinterest
rates. The company used a forward interest ratp swaitigate the interest rate risk on a portibitovariable-rate borrowings in order to
manage fluctuations in cash flows resulting froraraes in interest rates on variable-rate debt. Adige expired on December 31, 2009.

Effectiveness of this hedge was calculated by comgahe fair value of the derivative to a hypotbat derivative that would be a perfect
hedge of floating rate debt. The value of the hestgaception was zero and any ineffectivenessndutie life of the swap was immaterial.

Derivative gains and losses included in AOCI werdassified into earnings at the time the forechstnsaction was recognized. The
amounts were reclassified into interest expenseydald adjustment in the same period in whichréiated interest on the floating-rate debt
obligations affect earnings.

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 26, 2010 and December 27, 206fudpt 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 pipat

12
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FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB SIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(Unaudited)

amounts for these instruments provide one meaguhe dransaction volume outstanding as of yeararido not represent the amount of
company’s exposure to credit or market loss. Thienases of fair value are based on applicable amdneonly used pricing models using
prevailing financial market information as of Septeer 26, 2010 and December 27, 2009. Althoughdhewing table reflects the notional
principal and fair value of amounts of derivatiugaihcial instruments, it does not reflect the gainkbsses associated with the exposures and
transactions that these financial instrumentsraended to hedge. The amounts ultimately realizexhsettlement of these financial
instruments, together with the gains and losseth®mnderlying exposures will depend on actual mtacknditions during the remaining life

of the instruments.

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

As of and for the Nine Months Ended September 26,020

Amount of Amount of  Amount of
(fgég) Income Gain Gain
Recognize Statement (Loss) (Loss)
Balance Notional Classification Recognizet  Reclassifiec
Sheet Fair of
Classification Amount  Value In AOCI Gain (Loss) In Income from AOCI
(In millions)
Derivatives in Cash Flow Hedges Related to
Existing Assets and Liabilities
Interest rate contra Current liabilite: $ — $— $ —  Interestexpent $ (1.8) $ (1.9
Derivatives in Cash Flow Hedges Related to
Forecasted Transactions
Foreign exchange contrac
Derivatives for forecasted revent Currentassel $49.z2 $1C $ 1.C Revenue
Derivatives for forecasted revent Current liabilitie: — — — Revenue
Derivatives for forecasted expen: Current assel 123.2 2.4 2.4 Revenue
Derivatives for forecasted expen: Current liabilitie: — — —  Expense:
Total of derivatives positio $172¢ $34 $ 34 $ — $ —
Positions no longer open at quarter Revenue $ 04 $ 0.4
Positions no longer open at quarter Expense! 2.€ 2.€
Total of positions no longer open at quarter
end $ 3.C % 3.C
As of and for the Year Ended December 27, 2009
Amount of Amount of Amount of
Gain Income Gain Gain
(Loss) Statement (Loss) (Loss)
Balance Notional Recognizet Classification Recognizet  Reclassifiec
Sheet Fair of
Classification Amount  Value In AOCI Gain (Loss) In Income from AOCI
(In millions)

Derivatives in Cash Flow Hedges Related t
Existing Assets and Liabilities
Interest rate contra Current liabilitie: $150.C $(1.8) $ (1.8) Interestexpen: $ (6.2) $ (6.2

Derivatives in Cash Flow Hedges Related t
Forecasted Transactions
Foreign exchange contrac

Derivatives for forecasted revent Current liabilitie: $ 21.z $(0.2) $ (0.2) Revenue $ — $ —
Derivatives for forecasted expen: Current assel 63.4 1.t 1.5 Expense! — —
Derivatives for forecasted expen: Current liabilitie:  14.8  — —
Total of derivatives positio $99.1 $123 $ 1.2 $ — $ —
Positions no longer open at quarter Revenue $ 1C $ 1.C
Positions no longer open at quarter Expense! (3.5 (3.5
Total of positions no longer open at quarte

end $ (25 $ (25
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Gain (Loss) Recognized in OCI for Derivative Instrunents (1)

Nine Months Endec

September 26, 201

Interest rate contra $ 1.8
Foreign exchange contrac 2.1
$ 3.9

(1) This amount is inclusive of both realized gains lsdes recognized in OC

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

As of and for the Nine Months Ended September 26,040

Income Statemen

Amount of Gain

Balance Sheet Notional Classification of (Loss) Recognize
Classification Amount Fair Value Gain (Loss) In Income
(In millions)
Derivatives in Cash Flow Hedge:
Related to Existing Assets and Liabilities
Foreign Exchange Contrac
Derivatives related to existing ass Current assel $ 17.2 $ — Revenue $ —
Derivatives related to existing liabiliti¢ Current liabilitie! — — Expense! —
Total of derivatives in a net liability positic $ 172 $ — $ —
Positions no longer open at year ¢ Revenue $ (0.3
Positions no longer open at year ¢ Expense! 0.7
Total of positions no longer open at year $ 0.€

As of and for the Year Ended December 27, 2009

Income Statemen

Amount of Gain

Balance Sheet Notional Classification of (Loss) Recognize
Classification Amount Fair Value Gain (Loss) In Income
(In millions)
Derivatives in Cash Flow Hedge:
Related to Existing Assets and Liabilities
Foreign Exchange Contrac
Derivatives related to existing ass Current liabilitiet $ 8.2 $ — Revenue $ —
Derivatives related to existing liabiliti¢ Current liabilitie! 6.8 — Expense! —
Total of derivatives in a net liability positic $ 15.C $ — $ —
Positions no longer open at year ¢ Revenue $ 0.€
Positions no longer open at year ¢ Expense! (0.9
Total of positions no longer open at year $ (0.2)

Note 7 — Securities

The company invests excess cash in marketableiseswonsisting primarily of money markets, comai&rpaper, corporate notes and

bonds, and U.S. government securities. While tiapamy still holds auction rate securities, the canypno longer actively 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 areiedrat fair value with unrealized gains and lossekided as a component of AOCI within
stockholders’ equity, net of any related tax eff@csuch gains and losses are considered tempdRaalized gains and losses on these
investments are included in interest income ane&es@.
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Declines in value judged by management to be dtier-temporary and credit related are includednipgirment of investments in the
statement of operations. The noncredit componemhpirment is included in AOCI. For the purposecofmputing realized gains and losses,
cost is identified on a specific identification &ashere were no material realized gains or lossesales of securities in the first nine months
of 2010 or 2009. Proceeds from sales of availatteséle securities totaled $1.5 million during thied quarter of 2010 and $0.3 million
during the first quarter of 2009.

Securities are summarized as of September 26, 2010:

Grogs Gross
Amortized Unrealizec Unrealized Market
Cost Gains Losses Value
(In millions)
Shor-term available for sale securitie
U.S. Treasury securities and obligations of U.Segoment agencie $ 01 $ — $ — $ 01
Total marketable securitit $ 01 $ — $ — $ 0.1
Gross Gross
Amortized Unrealized Unrealized Market
Cost Gains Losses Value
(In millions)
Long-term available for sale securitie
U.S. Treasury securities and obligations of U.&egoement agencie $ 1. $ 0.2 $ — $ 2.2
Corporate debt securitit 0.2 — — 0.3
Auction rate securitie 35.2 — (7.9 27.2
Total securities $ 37. $ 0.3 $ (7.9 $29.¢

In aggregate, the auction rate securities movedantunrealized loss position during the secondtguaf 2010. The continued unrealized
is attributable to the ongoing volatility in theobhl equities markets and uncertainty in the cneditkets primarily from European debt
situation and other global economic uncertaintywieer, the company does not intend to sell or elieis more likely than not that the
company would be required to sell the securitidereea recovery of the amortized cost basis ofrtlkestment. In addition, as a result of the
continued performance of the issue and its’ instgaguarantee, the company considers this decnedaie value to be temporary in nature.

Securities are summarized as of December 27, 2009:

Gross Gross
Amortized Unrealized Unrealized Market
Cost Gains Losses Value
(In millions)
Shor-term available for sale securitie
U.S. Treasury securities and obligations of U.Segoment agencie $ 0.1 $ — $ — $ 0.1
Corporate debt securiti — — — —
Total marketable securitit $ 0.1 $ — $ — $ 0.1
Gross Gross
Amortized Unrealized Unrealized Market
Cost Gains Losses Value
(In millions)
Long-term available for sale securitie
U.S. Treasury securities and obligations of U.Segoment agencie $ 1.¢ $ 0.2 $ — $ 21
Corporate debt securitit 0.2 — — 0.3
Auction rate securitie 36.2 — (2.9 33.4
Total securitie: $ 38.F $ 0.2 $ (2.9 $35.€
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The following table presents the amortized costestimated fair market value of available-for-ssdeurities by contractual maturity as of
September 26, 2010.

Amortized Market
Cost Value
(In millions)

Due in one year or le: $ 01 $ 0.1
Due after one year through three ye 0.4 0.4
Due after three years through ten ye 1.2 1.4
Due after ten yeal 35.7 28.C
$ 377 $29.¢

As of September 26, 2010, auction rate securitids asmarket value of $27.3 million are includedtfie table above in contractual maturities
due after ten years. The company’s auction ratergixs are composed of approximately $15.8 millidrsecurities that are structured
obligations of special purpose reinsurance entiteociated with life insurance companies and $tilllon of corporate debt securities
issued by a special purpose financial servicesacatipn that offers credit risk protection througtiting credit derivatives. The company
continues to accrue and receive interest on theagisies based on a contractual rate.

In the fourth quarter of 2008, the company condiiiat the impairment of its auction rate secwsiti@s other-than-temporary and
recognized a loss of $19.0 million in the inconeesnent. However, the company does not intendltorskelieve it is more likely than not
that the company would be required to sell the is&es before a recovery of the amortized costdabihe investment. In the second quarter
of 2009, based on the requirements of the Invegsnebebt and Equity Securities Topic of the FASBQ\ the company analyzed the $19.0
million other-than-temporary loss that was recogdim the income statement in the fourth quarte&208f8 to determine the noncredit
component. It was determined that $15.5 milliothef loss was attributable to credit loss. As alteguthe second quarter of 2009, a
cumulative adjustment of the remaining $3.5 milliamich was attributable to changes in interegisatvas 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 roll forward of #mount related to credit losses recognized in rgsniluring the nine months ended
September 26, 2010.

Credit Losset

Recognized
in
Earnings
(In millions)
Balance at beginning of peric $ 15.1
Accretion of impairments included in net inco (0.9

Balance at end of peric $ 14.7

Note 8 — Segment Information

The company is currently organized into three rigiide segments. The organization is an applicdtas®ed structure which corresponds with
the way the company manages the business. Theitpajbthe company’s activities are aligned inteotfocus areas; MCCC, which focuses
on handset, computing and multimedia applicatiang, PCIA, which focuses on power supply and matotrol solutions. Each of these
segments has a relatively small set of leadingooosts, common technology requirements and siméaigth cycles. The Standard Discrete
and Standard Linear (SDT) business is managedaepaas a third segment.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

The following table presents selected operatingnsey financial information for the three and ninentins ended September 26, 2010 and
September 27, 2009.

(1)

Note 9 — Goodwill and Intangible Assets

Revenue and operating income (lo:

MCCC
Total revenue
Operating incom:
PCIA
Total revenue
Operating incom:
SDT
Total revenue
Operating incom:
Corporate

Restructuring and impairments expe
Stocl-based compensation expel
Selling, general and administrative expe
Charge for litigatior

Other (1)
Total consolidate!
Total revenue

Operating income (los!
Other expense, n
Income (loss) before income tax

Three months Ended

September 2€

2010

$

43.5

(1.9

$
$
$
$

172.2 $

195.5
54.1

1.9)
(4.7)
(43.7)
(8.0)

414.. $
48.7 $
3.8 $

44.F $

September 27

23.C

26.7

4.2

Nine Months Ended

2009

September 2€

2010
(In millions)

144.¢ $ 497.1
116.%

151.C 569.¢
150.2

36.C 135.1
27.1

(4.1) (3.7)
(5.2) (16.4)
(37.2) (126.9)
— (8.0)
— (5.2)
331.¢ $ 1,202.(
8.3 $ 133.¢
4.4 $ 8.8
3.9 $ 125.(

September 27

2009

$

373.¢

41.5

370.¢

37.¢

$
$
$
$

88.7
4.1

(22.1)
(11.7)
(109.6)

833.(
(60.0)
15.2

(75.4)

Other primarily consists of accelerated degaton related to the planned closure of the Moumidgi facility and expenses associated

with the &inch conversioreffort at a facility.

The following table presents a summary of acquinéahgible assets.

Identifiable intangible asset

Developed technolog
Customer bas
Core technolog
Assembled workforc
Process technoloc
Patents

Subtotal
Goodwill

Total

As of September 26, 2010

As of December 27, 2009

Gross Carrying

Accumulated

Gross Carrying

Accumulated

Period of
Amortization Amount Amortization Amount Amortization
(In millions)

2-15 year $  238¢ $ (1949 $  238¢ $ (180.9
8-10 year 81.€ (65.2) 81.€ (63.9)
10 year 3.6 (1.9 3.6 (1.2
5 year: ilC (0.9 ilC (0.7)
5 year 1.€ (1.2 1.€ (0.9
4 year 5.9 (5.6) 5.9 (5.5
332.¢ (268.5) 332.¢ (251.9)

161.: — 161.: —
$ 494 $ (2685 $  519. $ (2519
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The following table presents the carrying valugoddwill by reporting unit.

MCCC PCIA SDT Total
(In millions)
Balance as of September 26, 2010 and Decembef29
Goodwill 161.c 148.¢ 54.t 364.¢
Accumulated Impairment Loss — (148.9) (54.9 (203.9)
$161.3 $ — $ — $161.5

The following table presents the estimated amditimeexpense for intangible assets for the remainfi2010 and for each of the five
succeeding fiscal years.

Estimated Amortization Expense: (In millions)
Remainder of 201 $ 5.€
Fiscal 2011 18.C
Fiscal 201z 15.¢
Fiscal 201z 13.c
Fiscal 201¢ 5.4
Fiscal 201t 3.C

Note 10 — Restructuring and Impairments

During the three and nine months ended Septemh&02®, the company recorded restructuring and immast charges, net of releases, of
$1.3 and $3.7 million, respectively. In the thindagter of 2009, the charges include $0.8 milliorwiployee separation costs and $0.4 million
of fab closure costs associated with the 2009 $tfuature Realignment Program as well as $0.1anilin employee separation costs
associated with the 2010 Infrastructure Realignnfeagram.

During the three and nine months ended Septemh&0®B, the company recorded restructuring and immast 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 whid 2009 Infrastructure Realignment Program. Thel tipuarter 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 RealignrReagram. The charges in the first six months @®®cluded $6.8 million of employee
separation costs, $0.7 million in lease impairnasts and $0.6 million in releases associated tht2008 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 Realignrfeagram.

The 2010 Infrastructure Realignment Program induztests to simplify and realign some activitieshimitthe MCCC segment, costs for the
continued refinement of the company’s manufactusingtegy, and costs associated with centraliziagcompanys accounting functions. T
2009 Infrastructure Realignment Program includestscassociated with the planned closure of the Nantop, Pennsylvania manufacturing
facility and the four-inch manufacturing line in &eon, South Korea, both of which were announceherfirst quarter of 2009. The 2009
Program also includes charges for a smaller woddwiost reduction plan to further right-size oumpany and remain financially healthy.
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The following table presents a summary of the @gtim the company’s accrual for restructuring amghairment costs for the quarterly
periods ended March 28, 2010, June 27, 2010, apte@ber 26, 2010 (in millions).

Accrual Accrual
Balance a Reserve Balance a
New Cash Non-Cast
12/27/200! Charges Paid Releast Iltems 3/28/201C
2007 Infrastructure Realignment Progra
Employee Separation Cos $ 01 $(0.1) $ 0C
2008 Infrastructure Realignment Progra
Employee Separation Co: 0.4 (0.7 0.3
Lease Impairment Cos 1.€ (0.2 14
2009 Infrastructure Realignment Progra
Employee Separation Co: 8.1 1.€ 2.7 (0.2 7.8
Fab Closure Cos! — 0.€ (0.€) —
2010 Infrastructure Realignment Progra
Employee Separation Co: — 0.4 (0.9 —
$ 10z $ 2€ $B81) $02 $ — $ 9F
Accrual Accrual
Balance a Reserve Balance a
New Cash Non-Cast
3/28/201C Charges Paid Releast Iltems 6/27/201C
2008 Infrastructure Realignment Progra
Employee Separation Co: 0.2 (2.9 2.4 — — 0.3
Lease Impairment Cos 1.4 0.3 1.1
2009 Infrastructure Realignment Progra
Employee Separation Co: 7.8 1.3 1.2 (0.2 7.7
Fab Closure Cos! — 0.t (0.t —
2010 Infrastructure Realignment Progra
Employee Separation Co: — 0.8 (0.6) 0.2
$ 95 $ 02 $0.2) $02 $ — $ 93
Accrual Accrual
Balance a Reserve Balance a
New Cash Non-Cast
6/27/201C Charges Paid Releast Iltems 9/26/201C
2008 Infrastructure Realignment Progra
Employee Separation Co: 0.2 0.3
Lease Impairment Cos 1.1 (0.2 0.S

2009 Infrastructure Realignment Progra
Employee Separation Co: 7.7 0.8 (0.2 8.3

Fab Closure Cos! 04 (0.9
2010 Infrastructure Realignment Progra
Employee Separation Cos 0.2 0.1 (0.7) 0.2
$ 92 $ 13 $09 $— $ — $ 9.7

The company has substantially completed paymetitesofemaining employee severance accruals relatda 2008 Infrastructure
Realignment Program. Payouts associated with tB8 Rtase impairment will be made on a regular basiswill be complete by the fourth
quarter of 2011. The consolidation of the Southdg&diabrication processes and the
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planned closure of the Mountaintop facility wer@ested to be completed during the second quart2dbf. Recently, during the third
quarter of 2010, the company decided to extend/tbientaintop closure until the end of 2012 to besigpport strong customer demand and
our significant pipeline of new products.

Note 11 — Contingencies
Patent Litigation with Power Integrations, IrThere are four outstanding proceedings with Powtgirations.

POWI 1 : On October 20, 2004, the company and our whallped subsidiary, Fairchild Semiconductor Corporatiwere sued by Power
Integrations, Inc. in the U.S. District Court ftwetDistrict of Delaware. Power Integrations alletfeat certain of the company’s pulse width
modulation (PWM) integrated circuit products infyed four Power Integrations U.S. patents, and scaigiermanent injunction preventing
the company from manufacturing, selling or offerthg products for sale in the U.S., or from impuaytthe products into the U.S., as well as
money damages for past infringement.

The trial in the case was divided into three phasbs 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-threetbé company’s PWM products infringe
one or more of seven claims asserted in the foilenpa The jury also found that the company wilifilmfringed the patents, and assessed
damages against us in the amount of approximagyndillion. The second phase of the trial, hel&aptember 2007 before a different jury,
focused on the validity of the Power Integratioasepts. On September 21, 2007 a jury returneddiotén the second phase, finding that the
four Power Integrations patents asserted againstaugalid. The third phase of the trial began ept&mber 21, 2007, and covered the
enforceability of the patents. On September 24820 court ruled that the patents are enforceable

On December 12, 2008 the judge overseeing theredseed the jury’s October 10, 2006 damages award &pproximately $34 million to
approximately $6.1 million, and ordered a new toalthe issue of whether the company willfully infed Power Integrations’ asserted
patents. The court also issued a permanent inpmotn a limited number of the company’s producisiaing the company from making,
selling or offering to sell the products in the U.& from importing the products into the U.S. Tihgnction took effect on May 13, 2009. 1
company voluntarily stopped U.S. sales and impiornatf those products in 2007 and have been offa@placement products since 2006.

On June 22, 2009, the new trial on willfulness Wwakl. On July 23, 2010, the court ruled that oningement was willful. Based on this
finding, the court has discretion to increase tBd $nillion damages award by up to three times @inadunt. Additionally, the court has
awarded Power Integrations pre-judgment interedtraay also require us to pay Power Integratiortsraty’s fees.

The final damages award, willfulness finding, injtion, and other issues are subject to appealtedampany expects to challenge several
aspects of the litigation on appeal. When the cam@gpeals, the company likely will be requireghtst a bond or provide other security in
an amount equal to the final damages award fodtination of the appeal process.

POWI 2: On May 23, 2008, Power Integrations filed anotlarduit against the company, Fairchild SemiconduCtmporation and our
wholly owned subsidiary System General Corporaitiotihe 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 below, the majority of the claiasserted in the first lawsuit from
these two patents have now received final rejestioom the patent office, and the third patentdlas received preliminary rejections. The
company believes that it has strong defenses adaavger Integrations’ claims and intends to vigalgulefend this second lawsuit.

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 Gérdra lawsuit seeks monetary damages and an itiqumpreventing the manufacture,
use, sale, offer for sale or importation of Poweedrations products found to infringe the asseptgdnts.

Both lawsuits have been consolidated and will kerdhéogether in Delaware District Court.

POWI 3: On November 4, 2009, Power Integrations, Inc. faetbmplaint for patent infringement against thmpany and two of the
company’s subsidiaries in the United States Dis€izurt for the Northern District of California efiing that several of our products infringe
three of Power Integrations’ patents. One of thments has since been dropped
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from the case. The company intends to put on areigodefense against these claims. In the sameiitawmes have filed counterclaims against
Power Integrations, alleging Power Integrationgdurcts infringe certain claims of one of our pagent

Reexaminations:Parallel to the above federal court proceedingsctmpany also petitioned the U.S. Patent and TradeOffice (USPTO)
for reexamination of all unexpired patents clairaseated in POWI 1 and POWI 2 (those being all ésdedaims from three of the four
patents asserted in POWI 1 (the fourth patent Rpiserl) and all of the patent claims asserted iWP@). Of the 24 claims at issue in the
three patents from POWI 1, 22 have been finallgateid by the USPTO. In POWI 2, all claims from tiied patent which was asserted
against us (from the patent which was not previoaskerted in POWI 1) have been initially rejedigdhe USPTO.

POWI 4 : On February 10, 2010 Fairchild and System Geriiedl a lawsuit in Suzhou, China against four Poiméegrations entities and
seven vendors. The lawsuit claims that Power lategyms violates four Fairchild/System General petefRairchild is seeking an injunction
against the Power Integrations products and oveérOhillion in damagesPower Integrations is currently seeking to invatdge
Fairchild/System General patents in proceedingsreahe Chinese patent office.

Other Legal ClaimskFrom time to time the company is involved in legadceedings in the ordinary course of business.cbnepany believes
that there is no such ordinary-course litigationgieg that could have, individually or in the aggaee, a material adverse effect on our
business, financial condition, results of operationcash flows. Legal costs are expensed as axturr

The company has analyzed the potential litigatistt@mes from current litigation in accordance with Contingency Topic of the FASB
ASC. While the exact amount of these losses iknotvn, the company has recorded net reserves fenpal litigation outcomes in the
consolidated statement of operations, based ummsasents of the potential liability using an asialpf the claims and historical experience
in defending and/or resolving these claims. Aseaft8mber 26, 2010, the balance for potential litigaoutcomes was $14.7 million. The
company had previously accrued $6.7 million for B@WI 1 damages plus accrued interest throughnti@£2010. Based on the recent
willfulness ruling, the court has the discretiortrgble the $6.1 million damages award, as wedlvaard reimbursement of attorney and expert
fees to the plaintiff. Based upon documents filethwhe court, these fees are $9.4 million. Untier €ontingency Topic of the FASB ASC,
the company must determine the probability of aaravbeing made under the willfulness judgment,ihddemed probable determine a
reasonable estimate to accrue. Based upon the ogrspsstimates, the company believes the probabilitheojudge awarding damages in
willfulness trial is probable and we believe thage of possible outcomes is $6.1 million to $21iion. However, based upon our analysis,
the company believes that the best estimate wittignrange is approximately $8.0 million and hasraed this amount.

Note 12 — Long-Term Debt
Long-term debt consists of the following at:

September 2€ December 27
2010 2009
(In millions)
Term Loan 321.¢ 472.%
Total debt 321.¢ 472.2
Current portion of lon-term debt (3.9 (5.9
Long-term debt, less current porti $ 317.¢ $ 466.¢

Effective May 25, 2010, the company amended thditagreement to make certain technical modificatito the definition of cumulative net
income and provide the company with greater opamnatiflexibility over the remaining life of the InaAs a result of this amendment, the
company incurred cash charges of $0.8 million wiiehe deferred and will be amortized over the reingiterm of the debt.

On July 30, 2010, the company paid down $121.6onilbf long term debt. The company wrote off $2.iliam in deferred financing fees
associated with this tranche of debt.

Note 13 — Subsequent Events
The company has evaluated subsequent events andtdidentify any events that required disclosure.
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Item 2.  Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

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

Overview

We entered 2010 as a leaner and more focused cgrppaitioned to gain market share and acceleraté@ribrovement of our business in
2010 and beyond. We have built a combination direfogies, products and supply chain capabilitesupport our target markets as we
continue to develop innovative analog and poweragament solutions that enable greater energy efifigi and wireless mobility

We continue to proactively take actions to keegitiery as lean as possible while maintaining custaservice. We prefer to maintain
maximum flexibility by adjusting internal inventes in response to higher demand before adding meeatory to our distribution channels.
We continue to manage our production output to taairchannel inventories within our new lower tangmge of 7.5 to 8.5 weeks. We en
the third quarter of 2010 with channel inventoag¢slightly under 8 weeks. Internal inventories@ased by $30.6 million during the first n
months of 2010, however days of internal inventgngw by only 6 days during the same time frame.

MCCC'’s main focus is to supply the mobile, compgtioonsumer and communication end market segmatitsnmovative power and signal
path solutions including our low voltage MOSFETewer Management IC’s, Mixed Signal Analog and Laggioducts. 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 footptirart is commonly available. We expect a
steady acceleration of new product sales espedaligolutions targeted to the handset and ulttajpbe market.

PCIA’s focus is to capitalize on the growing demé&midgreater energy efficiency in power suppliemsumer electronics, battery chargers,
electric motors, industrial electronics and autoilesb We are a leader in power factor correction; $tandby power consumption designs,
innovative switching techniques and power modutbnelogy that enable greater efficiency and betéeformance. Improving the efficiency
of our customersproducts is vital to meeting new energy efficienegulations. Effectively managing the power converand initial voltag
regulation in power supplies is one of the greatppbrtunities we have to improve overall systefitiehcy. We believe the growing global
focus on energy efficiency will continue to driveogith in this 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
should enable our standard products group to coatio generate solid cash flow with minimal investin

22



Table of Contents

Results of Operations

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

Three Months Ended Nine Months Ended
September 26, September 27, September 26, September 27,
2010 2009 2010 2009
(Dollars in millions)

Total revenue $414.2 100.(% $331.¢ 100.(% $1,202.( 100.% $833.C 100.(%
Gross margir 150.¢ 36.4% 86.2 26.(% 415.¢ 34.6% 184.¢ 22.2%
Operating expense
Research and developmt 30.t 7.4% 24.¢ 7.5% 88.C 7.2% 74.: 8.5%
Selling, general and administrati 57.2 13.8% 43.4 13.1% 165.€ 13.€%  131.t 15.8%
Amortization of acquisitio-related intangible 5.5 1.2% 5.€ 1.7% 16.7 1.4% 16.7 2.C%
Restructuring and impairmer 1.3 0.2% 41 1.2% 3.7 0.2% 22.1 2.1%
Charge for litigatior 8.C 1.% — 0.C% 8.C 0.7% — 0.C%

Total operating expens 102.¢ 24.&% 78.C 23.5% 282.C 23.5% 244.¢ 29.8%
Operating income (los! 48.: 11.7% 8.2 2.5% 133.¢ 11.1%  (60.0 -7.2%
Other expense, n 3.8 0.€% 4.4 1.2% 8.8 0.7% 15.4 1.8%
Income (loss) before income tax 44t 10.7% 3.€ 1.2% 125.( 10.4%  (75.9) -9.1%
Provision (benefit) for income tax: 8.7 2.1% 1.2 0.4% 22.¢ 1.9% (2.9) -0.3%
Net income (loss $ 35.¢ 8.€% $ 2.7 0.€% $ 102.2 8.5% $(73.9 -8.8%

Adjusted net income, adjusted gross margin, areldesh flow are also included in the table belokese are non-GAAP financial measures
and should not be considered a replacement for GreaRits. We present adjusted results because evihes as additional measures of our
operating performance. We believe the adjustediimftion is useful to investors because it illumésatinderlying operational trends by
excluding certain significant non-recurring or athise unusual transactions. Our criteria for adjdsesults may differ from methods used by
other companies and should not be consideredemailives to net income or loss, gross margintleeraneasures of consolidated operations
and cash flow data prepared in accordance with B8R5as indicators of our operating performancesalkéernatives to cash flow as a
measure of liquidity.
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Three Months Ended Nine Months Ended
September 26, September 27, September 26, September 27,
2010 2009 2010 2009

(Dollars in millions)

Non GAAP measure

Adjusted net income (los $ 52.¢ $14.¢ $135.¢ $(28.7)
Adjusted gross margi 151.: 36.5% 89.2 26.% 418.% 34.&% 192.1 23.1%
Free cash flov 57.¢ 34.5 147.¢ 85.¢

Reconciliation of Net Income to Adjusted Net Inci
Net income (loss 35.¢ 2.7 102.Z (73.9)
Adjustments to reconcile net income (loss)to aéjdistet

income (loss)

Restructuring and impairmer 1.3 4.1 3.7 22.1
Gain on sale of equity investme — — — (0.2
Net impairment/gain on equity investme — — — 2.3
Gain associated with debt buybe — — — (0.9
Accelerated depreciation on assets related toltesuie 0.t 3.0 2.7 6.7
Write-off of deferred financing fee 2.1 — 2.1 —
Charge for litigatior 8.C — 8.C —
Inventory release associated with fab clos (0.2) 0.2 (0.2 0.t
Amortization of acquisitio-related intangible £ 5.6 16.7 16.7
Associated net tax effects of the above and other
acquisitiol-related intangible (0.9 0.9 0.7 2.7
Adjusted net income (los $ 52.¢ $14.¢ $135.¢ $(28.7)
Reconciliation of Gross Margin to Adjusted Grossriyia
Gross margir 150.¢ 86.2 415.¢ 184.¢
Adjustments to reconcile gross margin to adjusteds
margin:
Accelerated depreciation on assets related toltsue 0.t 3.0 2.7 6.7
Inventory release associated with fab clos (0.7) 0.7) (0.2 0.5
Adjusted gross margi $151.C $ 89.2 $418.: $192.1
Reconciliation of Operating Cash Flow to Free C&tbw
Cash provided by operating activiti $ 96.2 $ 46.1 $237.¢ $118.¢
Capital expenditure (38.6) 11.6€) 89.5) (33.0
Free cash flov $ 57.€ $34:L $147.¢ $ 85.¢

Total Revenue. Total revenue in the third quarter and first ninentins of 2010 increased by $82.6 million and $368ilion or
approximately 25% and 44%, respectively, companeti¢ same periods in 2009. The increase in reveasgrimarily driven by an increase
in unit sales as a result of stronger demand, aridaease in average selling prices when compardite same period in 2009.

Geographic revenue information is based on theoousst location within the indicated geographic regibhe following table presents, as a
percentage of sales, geographic sales for the OtBer Americas, Europe, China, Taiwan, Korea atieAsia/Pacific (which for our
geographic reporting purposes includes Japan arghfore) for the three and nine months ended Séete?®, 2010 and September 27,
2009. We made solid progress increasing our iniddistnd automotive sales in the U.S. during th@sdand third quarter of 2010, leading to
the increased revenue as a percentage of salethevesime periods in 2009. Taiwan and China shalgetbases in their percentage of sales
over the same periods of 2009 resulting primariyrf price erosion. All other locations had minirpafcentage changes.
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Three Months Ended Nine Months Ended
September 2€ September 27 September 2€ September 27
2010 2009 2010 2009

u.s. 11% 8% 11% 8%
Other America: 3 3 3 4
Europe 13 11 13 12
China 33 36 33 35
Taiwan 14 18 15 16
Korea 13 13 13 14
Other Asia/Pacific 13 11 12 11
Total 10(% 10(% 10C% 10C%

Gross Margin. In the third quarter and first nine months of 2@t6ss margin dollars increased by $64.6 million $280.9 million and gross
margin percent improved from 26% to 36.4% and 22t@%4.6%, respectively, as compared to the samedsein 2009. The increase in
gross margin is due to increased revenue, highervolumes, improvement in product mix, and loweanufacturing unit costs as a result of
higher factory utilization due to higher demand.

Adjusted Gross Margin. In the third quarter and first nine months of 2@tusted gross margin dollars increased by $62llomand $226.2
million and adjusted gross margin percent improiveth 26.9% to 36.5% and 23.1% to 34.8%, respedtj\ad compared to the same periods
in 2009 for the reasons listed above. Adjustedgyneargin does not include the accelerated depietidue to the planned closure of the
Mountaintop facility. See reconciliation of grosamin to adjusted gross margin above.

Operating Expenses. Research and development (R&D) expenses increasawydhe third quarter and first nine months o1@@&s compare
to the same periods in 2009 primarily due to tloedases in variable compensation and as a resuitrgfased investment in R&D programs,
including the purchase of a new design centeniimédy, California. Increases in selling expenseseveiven by higher variable compensation,
increased travel expenses as well as higher satemissions. General and administrative (G&A) exesralso increased during the third
guarter and first nine months of 2010 as compardle same periods in 2009 due to increases iahlarcompensation, increases in equity
compensation, and other payroll related increasgading merit and headcount increases. Increaagdlt higher legal expenses and the
reinstatement of benefits that were temporarilypsusled in early 2009 also drove the increase in G&A

Restructuring and ImpairmerDuring the three and nine months ended Septemh&(2®, we recorded restructuring and impairment
charges, net of releases, of $1.3 and $3.7 miltespectively. In the third quarter of 2009, tharges include $0.8 million of employee
separation costs and $0.4 million of fab closurgsassociated with the 2009 Infrastructure Realgmt Program as well as $0.1 million in
employee separation costs associated with the RBBfGtructure Realignment Program.

During the three and nine months ended Septemh&0®@B, we recorded restructuring and impairmeat@ébs, net of releases, of $4.1
million and $22.1 million, respectively. In the tthiquarter of 2009, the charges include $2.4 nmilbd employee separation costs and $1.7
million of fab closure costs associated with th@2Mfrastructure Realignment Program as well $illion in employee separation costs
associated with the 2008 Infrastructure Realignn®eagram and $0.1 million in releases associatéld tive 2007 Infrastructure Realignment
Program. The charges in the first six months of2@@luded $6.8 million of employee separation sp$0.7 million in lease impairment cc
and $0.6 million in releases associated with tHaB82@frastructure Realignment Program as well a8 #tillion in asset impairment costs,
$9.1 million in employee separation costs and $dilon in fab closure costs associated with th@2Mfrastructure Realignment Program.

The 2010 Infrastructure Realignment Program induztests to simplify and realign some of the agésiwithin the MCCC segment, costs
the continued refinement of our manufacturing sgggtand costs to centralize several of our accogritinctions.

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 included in
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the 2009 Infrastructure Realignment Program. Tr@2afrastructure Realignment Program also includesges for a smaller worldwide
cost reduction plan to further right-size our compand remain financially healthy. While we hadyorally anticipated that this closure
would be completed in 2010, we recently decideeitend the Mountaintop closure until the end of2fibetter support strong customer
demand and our significant pipeline of new produdis remain committed to closing the Mountaintogility to further streamline the
company by eliminating an entire manufacturing.site

The 2009 worldwide restructuring action, excludiagility closures, is substantially complete anduged headcount by 270 employees. We
achieved annual savings associated with these gegpkeparations of $13.8 million by the end of 2@&ce the planned closure of the
Mountaintop facility and the consolidation of Soltbrea fabrication process are complete we expeathieve annualized cost savings
ranging from $20 to $25 million from the 2008 basel We anticipate that the financial impact offegrevenues as a result of extending the
Mountaintop closure will more than offset the cemtings delayed from continuing to operate thdifaciVe expect to transfer the majority

of Mountaintop’s manufacturing capacity to otheiréfld facilities and support similar revenue lissapon closure.

Charge for litigation

We increased our reserves for potential litigatatcomes by $8.0 million as a result of the reeghtulness ruling in the POWL1 litigation.
(See Item 1, Note 11 of this report for additioimbrmation.)

Other Expense, net.

The following table presents a summary of othereese, net for the three and nine months ended18bpte26, 2010 and September 27,
20009.

Three Months Ended Nine Months Ended
September 2€ September 27 September 2€ September 27
2010 2009 2010 2009
(In millions)

Other expense, n
Interest expens $ 2.2 $ 5.C $ 8.4 $ 16.€
Interest incom (0.7) (0.7) (2.2) (2.7)
Other (income) expense, r 2.2 0.1 2.5 1t
Other expense, n $ 3.8 $ 4.4 $ 8.8 $ 15.

Interest expensinterest expense in the third quarter and firsemronths of 2010 decreased $2.7 million and $8lliomj respectively, as
compared to the same periods in 2009, primarilytdube expiration of the interest rate swap eirlhe first quarter of 2010 as well as lo
interest rates on outstanding debt and lower dalainices.

Interest incomelnterest income in the third quarter remained yaidt when compared to the third quarter of 20@%rest income in the first
nine months of 2010 decreased $0.6 million as coetpt the same periods in 2009 as a result ofloash balances.

Income Taxes. Income tax provision in the third quarter and firste months of 2010 was $8.7 million and $22.8iamlon income before
taxes of $44.5 million and $125.0 million, respeely, as compared to income tax provision (benedits$1.2 million and $(2.1) million on
income (loss) before taxes of $3.9 million and $4y®illion, respectively, for the same period 602. The effective tax rate for the third
guarter and first nine months of 2010 was 19.6%18% compared to 30.8% and (2.8%), respectietjthe comparable periods of 2009.
The change in effective tax rate is primarily dosthifts of income and loss among jurisdictionshwdiffering tax rates, foreign currency
revaluations of tax assets and liabilities andréigctax benefits as a result of finalization atai tax filings in the prior year. For the first
quarter of 2010, we decreased unrecognized taXitehg $10.4 million representing the settlemeh& &orea income tax audit. The decre
was due to cash payments payable to the taxingatytialong with the effective settlement of othumrecognized tax benefits. There was no
net material impact to the effective tax rate assalt of the settlement of the Korea income taditaln the first nine months of 2010, the
valuation allowance on our deferred tax assetsedsed by $16.4 million. The overall decrease didmpact our results of operations.
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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 arevesited 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 26,
2010, we have recorded a deferred tax liabilitgo® million, with no impact to the consolidatedtsment of operations as we have a full
valuation allowance against our net U.S. deferagdassets.

Free Cash Flow. Free cash flow is a non-GAAP financial measured&termine free cash flow, we subtract capital edfiares from cash
provided by operating activities. Free cash floaréased approximately $23.1 million in the thircigar of 2010 when compared to the third
quarter of 2009. The increase was mainly due timenease in cash provided by operating activitibgctv was driven by increased net income
in 2010, offset partially by unfavorable changesim working capital accounts. This increase wésedfn part by an increase in capital
expenditures. See free cash flow reconciliatiotheresults of operations section above.

Reportable Segments.
The following tables present comparative disclosuferevenue and gross margin of our reportablensats.

Three Months Ended

Sept 26, 2010 Sept 27, 2009
Operating Operating
Gross Income Gross Income
Revenue¢ % of total Margin % (loss) Revenue % of total Margin % (loss)
(Dollars in millions)
MCCC $172.2 41.6% 39.8% $ 435 $144.¢ 43.6% 30.2% $ 23.¢
PCIA 195.¢ 47.2% 37.% 54.1 151.C 45.5% 28.1% 26.7
SDT 46.7 11.2% 25.1% 10.3 36.C 10.% 15.€% 4.2
Corporate (1 — — — (59.6) — — — (46.5)
Total $414.¢ 100.(% 36.4% $ 48.2 $331.t 100.(% 26.(% $ 8.2
Nine Months Ended
Sept 26, 2010 Sept 27, 2009
Operating Operating
Gross Income Gross Income
Revenue % of total Margin % (loss) Revenue¢ % of total Margin % (loss)
(Dollars in millions)
MCCC $ 497.1 41.2% 37.% $ 116.7 $373.¢ 44.&% 26.8% $ 41t
PCIA 569.¢ 47.£% 36.(% 150.2 370.¢ 44.%% 23.2% 37.¢
SDT 135.1 11.2% 23.5% 27.1 88.7 10.7% 9.2% 4.1
Corporate (1 — — — (160.2) — — — (143.9)
Total $1,202.( 100.(% 34.6% $ 133.¢ $833.( 100.(% 22.2% $ (60.0

(1) The three and nine months ended Septembel026, iAcludes $4.7 million and $16.4 million of dtezased compensation expense,
million and $3.7 million of restructuring and impaients expense, $8.0 million and $8.0 million t§ation charges, $1.9 million and
$5.2 million of other costs which consist primarif/accelerated depreciation related to the closfithke Mountaintop facility and the
eight inch conversion process at the Salt Lakdifiacand $43.7 million and $126.9 million of SG&#xpenses, respectively. The three
and nine months ended September 27, 2009 inclil2sdillion and $11.7 million of stock-based comg&tion expense, $4.1 million
and $22.1 million of restructuring and impairmeexpense, and $37.2 million and $109.6 million o8&Gexpenses, respectivel
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MCCC revenue increased $27.4 million and $123.Tanilor approximately 19% and 33% in the third geaand first nine months of 2010,
respectively, compared to the same periods in 28@fher revenue was due to stronger unit demanid wiprovements in overall market
conditions, business gained on newly released higgdae parts, and additional market share witlessvcustomers. We also continued to see
solid growth in our MOSFET and Mobile products. Aage selling prices for the first nine months ot@Q@vere fairly flat when compared to
the same period of 2009 while average selling prioe the third quarter of 2010 improved when coregdo the same period in 2009. The
increase in revenue was partially offset by a rédnadn distribution channel inventory. Gross margpllars increased $24.8 million and
$88.5 million in the third quarter and first nin@nths of 2010, respectively, from the prior yeariattable to increased revenue, higher
factory utilization, and the introduction of newogucts at higher gross margins

MCCC had operating incomes of $43.5 million and@&IImillion for the third quarter and nine montli610, respectively, as compared to
$23.9 million and $41.5 million in the same peria®009. Higher operating income from better gnmssgin was mitigated in part by
additional operating expenses from higher varigbkgs on stronger unit demand as well as an ineli@aR&D and SG&A expense due to
increased variable compensation, the reinstateofargrtain employee benefits which were temporasilgpended in early 2009, and the
purchase of a new design center.

PCIA revenue increased $44.5 million and $198.8anilor approximately 29% and 54% in the third dgaaand first nine months of 2010,
respectively, as compared to the same periodsd8.ZRevenue was higher in all product lines duadceased overall unit demand and to a
lesser degree higher average selling prices, dffgmrt by continued reduction in distribution ohal inventory. Gross margin increased
$30.7 million and $118.8 million in the third quartand first nine months of 2010, as comparedeécstme periods in 2009. Increased gross
margin was driven by higher revenue, improved pebduix, and lower manufacturing unit costs as alted increased factory utilization. In
addition, there was an unfavorable impact fronrensfthening of the Korean Won.

PCIA had operating incomes of $54.1 million and G25million in the third quarter and first nine ntbg of 2010, compared to $26.7 million
and $37.8 million for the same periods in 2009peesively. Increased operating income was mairtijbaited to higher gross margin as
mentioned above. The increase was partially offgdtigher R&D and SG&A expense due to increasethiiby compensation and the
reinstatement of certain employee benefits whicrewemporarily suspended in early 2009. In addjtibare was further investment in R&D
programs, increased travel, and an unfavorabledtrfpam a strengthening of the Korean Won.

SDT revenue increased $10.7 million and $46.4 amlbr approximately 30% and 52% in the third quaate first nine months of 2010,
respectively, as compared to the same periods08.2lhe year to date improvement in revenue wagdiby increased unit demand and
higher average selling prices. The third quartgrowement in revenue is due primarily to increases/erage selling prices from new design
wins going into production. The overall improvemantevenue is a result of the continued econoedovery, combined with new design
wins in lighting, power supply and motor contropéipations. Gross margin was higher by $6.4 milleord $23.7 million in the third quarter
and first nine months of 2010, as compared to dmeesperiods in 2009. Increased gross margins wearendmainly by better unit demand ¢
improved product mix, as lower margin products waineed out to make room for new design wins.

SDT had operating income of $10.3 million and $2Willion for the third quarter and first nine mosthf 2010, respectively, as compared to
an operating income of $4.2 million and $4.1 miililwr the same periods in 2009. The improvemepopierating income was due to higher
gross margin as well as lower overall operatingeeses as a percentage of revenue. In total opgetipenses were up slightly year to date
with marketing expenses higher as a result of slgiaompensation and other volume related marketipgnses, mitigated in part by lower
G&A expenses as a result of a reallocation of recses

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 $321.6lioil term loan facility and a $100.0 million revalg line of credit. The senior credit facility
imposes various restrictions upon us that could kmr ability to respond to market conditions ptmvide for unanticipated capital
investments or to take advantage of business appities. It also includes restrictive covenants timait our ability to consolidate, merge or
enter into acquisitions, create liens, pay divideadmake similar restricted payments, sell asgatest in capital expenditures and incur
indebtedness. The senior credit facility also lnatr ability to modify our certificate of incorgion and bylaws, or enter into shareholder
agreements, voting trusts or similar arrangeméntaddition, the affirmative covenants in the semi@dit facility also require our financial
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performance to comply with certain financial measyias defined by the credit agreement. Thesedialazovenants require us to maintain a
minimum interest coverage ratio of 2.5 to 1.0, ximam net leverage ratio of 4.0 to 1.0 and to nemfour quarter trailing EBITDA
(earnings before interest, taxes, depreciationaamartization) less capital expenditures of at I&3€L0 million. It defines the interest
coverage ratio as the ratio of annualized intezgpense to the cumulative four quarter trailing HBA and defines the maximum net
leverage ratio as the ratio of debt, less up td3$ndlion (to the extent our unrestricted cash andhexceeds $200 million), to the cumulative
four quarter trailing EBITDA. EBITDA, as defined llye senior credit facility excludes restructuringn-cash equity compensation and other
adjustments as defined by the credit agreemersefitember 26, 2010, 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 Itemdmd include, among others, the risk that our apsioms and expectations about business
conditions, expenses and cash flows for the reneaiofithe year may be inaccurate.

Effective May 25, 2010, we amended the credit ageze to make certain technical modifications todbénition of cumulative net income
and provide the company with greater operatiorilfiility over the remaining life of the loan.

On July 30, 2010, we paid down $121.6 million of lmng term debt. After taking into considerati@yularly scheduled principal payments
and the debt pay down our new long term debt balaras $321.6 million.

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 2010, our capital expenditumtaled $89.5 million.

Under our senior credit facility, we have revolvingrrowing capacity of $100.0 million for workingygital and general corporate purposes,
including acquisitions. At September 26, 2010,r#hmlver was undrawn and after adjusting for owiditag letters of credit, we had $98.8
million available under the revolving credit fatjliWe had additional outstanding letters of credi$1.1 million that do not fall under the
senior credit facility. We also had $2.0 millionwidrawn credit facilities at certain of our foneigubsidiaries. These outstanding amounts do
not impact available borrowings under the senieditrfacility.

We frequently evaluate opportunities to sell addisl equity or debt securities, obtain credit fie# from lenders or restructure our lotegm
debt to further strengthen our financial positids.of September 26, 2010, Standard and Poor’s catesorporate unsecured debt at BB+.
The sale of additional equity securities could heisuadditional dilution to our stockholders. Atidnal borrowing or equity investment may
be required to fund future acquisitions.

During the first nine months of 2010, our cash ped by operating activities was $237.3 million qared to $118.9 million in the same
period of 2009. The following table presents a samnof net cash provided by operating activitiesmythe first nine months of 2010 and
2009.

Nine Months Ended

Sept 26 Sept 27
2010 2009
(In millions)

Net income (loss $102.2 $(73.9)
Depreciation and amortizatic 118.¢ 120.%
Non-cash stoc-based compensatic 15.¢€ 11.7
Deferred income taxes, n (0.3 (11.6)
Other, ne 3.C 3.C
Change in other working capital accou (2.9 68.£

Net cash provided by operating activit $237.3 $118.¢
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Cash provided by operating activities increasedB®Lnillion during the first nine months of 2010@snpared to the same period of 2009.
The increase was mainly due to increased net indor2@10, offset partially by unfavorable changesir working capital accounts.

Cash used in investing activities during the firisie months of 2010 totaled $91.8 million compaxe#35.6 million for the same period of
2009. The increase in the use of cash is prim#hrdyresult of higher capital expenditures in thstfinine months of 2010. Our capital
expenditures during the first nine months of 20Hen$89.5 million compared to $33.0 million in $eme period in 2009.

Cash used in financing activities totaled $176.Bioni in the first nine months of 2010 comparediB.4 million in the same period of 2009.
The increase in the use of cash was primarily dube pay down of $123.0 million of debt in thesfinine months of 2010, compared to only
$17.7 million during the same period of 2009. ldi&idn, we purchased $25.6 million of treasury &totthe first six months of 2010. There
were no purchases of treasury stock in 2009.

As of September 26, 2010, we have not recordedhahynrecognized tax benefits, compared to apprately $10.4 million at December 27,
2009. For the first quarter of 2010, we decreasedaognized tax benefits by $10.4 million representhe settlement of a Korea income tax
audit. The decrease was due to cash payments payatble taxing authority along with the effectsattlement of other unrecognized tax
benefits. There was no net material impact to ffectve tax rate as a result of the settlemenhefKorea income tax audit.

Liquidity and Capital Resources of Fairchild International, Excluding Subsidiaries

Fairchild Semiconductor International, Inc. is ddirog company, the principal asset of which isdteck of its sole subsidiary, Fairchild
Semiconductor Corporation. Fairchild Semiconduttégrnational, Inc. on a stand-alone basis hadash élow from operations and has no
cash requirements for the next twelve months.

Forward Looking Statements

This quarterly report contains “forward-looking tetments” as that term is defined in Section 21EefSecurities 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 “hopefulgr the negative of those terms or other
comparable terms, or by discussions of our stratelgys or future performance. For Example, thd@utsection below contains numerous
forward-looking statements. All forward-looking ments in this report are made based on managenoemient expectations and estima
which involve risks and uncertainties, includingsk described below and more specifically in thekRiactors section. Among these factors
are the following: current economic uncertaintgliding disruptions in the credit markets, as vaslfuture economic conditions; changes in
demand for our products; changes in inventoriesiatustomers and distributors; changes in regionglobal economic or political
conditions (including as a result of terrorist ekimand responses to them); technological and ptathvelopment risks, including the risks of
failing to maintain the right to use some techn@sgr failing to adequately protect our own irgetlial property against misappropriation or
infringement; availability of manufacturing capagithe risk of production delays; the inabilityatiract and retain key management and other
employees; risks related to warranty and prodatility claims; risks inherent in doing businesteinationally; changes in tax regulations or
the migration of profits from low tax jurisdictionie higher tax jurisdictions; availability and castraw materials; competitorgictions; loss ¢
key customers, including but not limited to distitibrs; order cancellations or reduced bookingsngha in manufacturing yields or output;
and significant litigation. Factors that may affear operating results are described in the Riskdfa section in the quarterly and annual
reports we file with the Securities and Exchangen@dssion. Such risks and uncertainties could caotgal results to be materially different
from those in the forward-looking statements. Residee cautioned not to place undue reliance ofotieard-looking statements.

Recently | ssued Financial Accounting Standards

In January 2010, the FASB issued Accounting Statsdéipdate No. 2010-06 (ASU 2010-0OByproving Disclosures about Fair Value
Measurement<This ASU amends ASC 820, Fair Value Measuremerdsasclosures Topic to provide further guidancdainvalue
disclosures. This statement is effective as obtginning of the first reporting period beginnirfteaissuance. The adoption of ASU 2010-06
did not have a material effect on our consolidditeaincial position and results of operations ammdeshents of cash flows.

In March 2010, the FASB issued Accounting Standéahodate No. 2010-11 (ASU 2010-18cope Exceptions Related to Embedded Credit
Derivative.This ASU amends ASC 815, Derivatives and Hedgingid@ to amend the embedded
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derivative scope exceptions for credit derivativigss statement is effective as of the first fisgahrter beginning after June 15, 2010. The
adoption of ASU 2010-11 did not have a materiad&fbn our consolidated financial position and ltesaf operations and statements of cash
flows.

In April, 2010, the FASB issued Accounting Standatipdate No. 2010-17 (ASU 2010-1Revenue Recognition — Milestone Methdthis
ASU provided guidance on applying the milestonehoétto milestone payments for achieving specifiedggmance measures when those
payments are related to uncertain future events. Statement is effective for milestones achiewveisierim and annual periods beginning on
or after June 15, 2010. ASU 2010-17 did not haveffett on our consolidated financial position aesults of operations and statements of
cash flows.

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 Déxeer@a7, 2009 and under the subheading “QuantitatiebQualitative Disclosures about
Market Risk” in “Management’s Discussion and Anddysf Financial Condition and Results of Operatfomrs page 52 of the Form 10-K.
There were no material changes in the informatierpvovided in our Form 10-K during the period cakeby this Quarterly Report.

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

We maintain disclosure controls and proceduregydesi to assure, as much as is reasonably pogsilénformation required to be disclos
in reports filed under the Securities Exchanged®d934, as amended, is communicated to manageandnicorded, processed, summar
and disclosed within the specified time periodsoAthe end of the period covered by this repait, chief 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 26, 2010, 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 controlsuotirternal control over financial
reporting will prevent or detect all error andfalud. 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 benefisrdfols must be considered relative to theircdstirther, because of the inherent limitati
in all control systems, no evaluation of contrads provide absolute assurance that misstatemeaettodarror or fraud will not occur or that
control issues and instances of fraud, if any, withe company have been detected. These inhémgtations include the realities that
judgments in decisic-making can be faulty and that breakdowns can doeaause of simple error or mistake. Controls ¢sm lze
circumvented by the individual acts of some persbgsollusion of two or more people, or by managatroverride of the controls. The
design of any system of controls is based in patartain assumptions about the likelihood of fetewents. 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.

Changesin Internal Control over Financial Reporting

There were no changes in our internal control éwancial reporting during the first three montH2610 that have materially affected, or
reasonably likely to materially affect, internaihtil over financial reporting.
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PART Il. OTHER INFORMATION

Item 1. Legal Proceedings
There are four outstanding proceedings with Powegrrations.

POWI 1 : On October 20, 2004, we and our wholly owned glids, Fairchild Semiconductor Corporation, weoed by Power Integrations,
Inc. in the U.S. District Court for the District Belaware. Power Integrations alleged that cexéiour pulse width modulation (PWM)
integrated circuit products infringed four Powetelgrations U.S. patents, and sought a permanemtdtipn preventing us from

manufacturing, selling or offering the products $aie in the U.S., or from importing the product®ithe U.S., as well as money damages for
past infringement.

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. diyegiso 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, avetred 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 lffaming replacement products since 2006.

On June 22, 2009, the new trial on willfulness Wwelkl. On July 23, 2010, the court ruled that ofningement was willful. Based on the
finding, the court has discretion to increase tBd $nillion damages award by up to three times @inadunt. Additionally, the court has
awarded Power Integrations pre-judgment interestraaly also require us to pay Power Integratioristagey’s fees.

The final damages award, willfulness finding, injtion, and other issues are subject to appealhe@@xpect to challenge several aspects of
the litigation on appeal. When we appeal, we likeilly be required to post a bond or provide othexgity in an amount equal to the final
damages award for the duration of the appeal psoces

POWI 2 : On May 23, 2008, Power Integrations filed anotaersuit against us, Fairchild Semiconductor Coagion and our wholly owned
subsidiary System General Corporation in the UiStridt Court for the District of Delaware, allegiinfringement of three patents. Of the
three patents claimed in this lawsuit, two are piatéhat were asserted against us and Fairchildc®aductor Corporation in the October
2004 lawsuit described above. As mentioned belbentajority of the claims asserted in the firstdaitfrom these two patents have now
received final rejections from the patent officeddhe third patent has also received prelimingjgations. We believe we have strong
defenses against Power Integrations’ claims amghdhto vigorously defend this second lawsuit.

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 Poweedrations products found to infringe the asseptadnts.

Both lawsuits have been consolidated and will kerdhéogether in Delaware District Court.

POWI 3 : On November 4, 2009, Power Integrations, Inedfia complaint for patent infringement againstngs tavo of our subsidiaries in

the United States District Court for the Northeristict of California alleging that several of quoducts infringe three of Power Integrations’
patents. One of those patents has since been dfémoe the case. We intend to put on a vigorousmig# against these claims. In the same
lawsuit we have filed counterclaims against Powézdrations, alleging Power Integrations’ produectsnge certain claims of one of our
patents.

Reexaminations:Parallel to the above federal court proceedingsalae petitioned the U.S. Patent and Trademarlkc®ffiUSPTO) for
reexamination of all unexpired patents claims asdén POWI 1 and POWI 2 (those being all assectaiins from three of the four patents
asserted in POWI 1 (the fourth patent has expi@ed)all of the patent claims asserted in POWI 2}h® 24 claims at issue in the three
patents from POWI 1, 22 have been finally rejedtgdhe USPTO. In POWI 2, all claims from the thiratent which was asserted against us
(from the patent which was not previously asseitdeOWI 1) have been initially rejected by the UERPT

POWI 4: On February 10, 2010 Fairchild and System Genégeal & lawsuit in Suzhou, China against four Polmézgrations entities and
seven vendors. The lawsuit claims that Power latggns violates four Fairchild/System General ptefRairchild is seeking an injunction
against the Power Integration products and overGfifllion in damages. Power Integrations is cutlgeseeking to invalidate the
Fairchild/System General patents in proceedingsreahe Chinese patent office.
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Other Legal Claims. From time to time we are inealvn legal proceedings in the ordinary courseusitiess. We believe that there is no ¢
ordinary-course litigation pending that could haweljvidually or in the aggregate, a material adeeeffect on our business, financial
condition, results of operations or cash flows.

We have analyzed the potential litigation outcomnes our current litigation in accordance with fientingency Topic of the FASB ASC.
While the exact amount of these losses is not knevenhave recorded net reserves for potentiablitisn 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 &apier 26, 2010, the balance for potential litigattotcomes was $14.7 million. We had
previously accrued $6.7 million for the POWI 1 dayes plus accrued interest through the end of 2Ba€ed on the recent willfulness ruling,
the court has the discretion to treble the $6.lionidamages award, as well as award reimburseafeitorney and expert fees to the
plaintiff. Based upon documents filed with the dothiese fees are $9.4 million. Under the ContirgeFopic of the FASB ASC, we must
determine the probability of an award being madgenthe willfulness judgment, and if deemed probatdtermine a reasonable estimate to
accrue. Based upon our estimates, we believe apildp of the judge awarding damages in the wiliiss trial is probable and we believe
the range of possible outcomes is $6.1 million2a.$ million. However, based upon our analysisbefeve that the best estimate within this
range is approximately $8.0 million and have acdriés amount.

Item 1A. Risk Factors

A description of the risk factors associated withn business is set forth below. We review and updat risk factors each quarter. The
description set forth below includes any changesmntb supersedes 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 December2®D9. The risks described below are
not the only ones facing us. Additional risks natrently known to us or that we currently believe enmaterial 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 affechitarket price without regard to our operating perfance. In addition, we believe that
factors such as quarterly fluctuations in financésults, earnings below analysts’ estimates arahfiial performance and other activities of
other publicly traded companies in the semiconducttustry could cause the price of our commonlstodluctuate substantially. In
addition, our common stock, the stock market inegahand the market for shares of semiconductarding-related stocks in particular have
experienced extreme price fluctuations which haftendbeen unrelated to the operating performandkeoffected companies. Any similar
fluctuations in the future could adversely affdwt tharket price of 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 forecasheathan pursuant to long-term supply
contracts. The semiconductor industry is occasipisalbject to double booking and rapid changesustamer outlooks or unexpected build
ups of inventory in the supply channel as a resiuhifts in end market demand and macro econoomditions. Accordingly, many of these
purchase orders or forecasts may be revised oelhwithout penalty. As a result, we must commsiources to the production of products
without binding purchase commitments from customEven in cases where our standard terms and camslibf sale or other contractual
arrangements do not permit a customer to cancetder without penalty, we may from time to time ggiccancellations to maintain custor
relationships or because of industry practice,ausir other factors. Our inability to sell produafter we devote significant resources to t
could have a material adverse effect on both augl$eof inventory and revenues. While we currehjieve our inventory levels are
appropriate for the current economic environmeaitioued global economic uncertainty may resulbier than expected demand. Lower
demand may further impact our customers’ targegimaery levels as they manage their business thrthigtperiod. We continue to carefully
manage our inventory and anticipate that demariccasitinue to improve throughout the remainder @@, however our current business
forecasting is still qualified by the risk that duacklog may deteriorate as a result of customecedtations.
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Downturns in the highly cyclical semiconductor indstry 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 thmwvid’ portion of these cycles. As we
have experienced in the past, uncertainty in glebahomic conditions may continue to negativelgetfis and the rest of the semiconductor
industry, by causing us to experience backlog diatmms and reduced demand for our products. Wy experience renewed, possibly
severe and prolonged, downturns in the futurerasat of such cyclicality. Even as demand incredstowing such downturns, our
profitability may not increase because of price petition that historically accompanies recoveriedémand. In addition, we may experie
significant changes in our profitability as a reésflvariations in sales, changes in product mitgrges in end user markets and the costs
associated with the introduction of new products] aur efforts to reduce excess inventories that Inaae built up as a result of any of these
factors. The markets for our products depend otirmoed demand for consumer electronics such asparsomputers, cellular telephones
and digital cameras, and automotive, householdrahstrial goods. These end user markets may expeichanges in demand, such as
decreases we experienced as a result of detenigmgittbal economic conditions that could adversdigct our prospects.

Our failure to execute on our cost reduction initidives and the impact of such initiatives could adwsely affect our business.

We have recently taken cost reduction actions &pkgace with the evolving economic environment.sehections include plans to streamline
and consolidate wafer manufacturing by closingwafer manufacturing facility in Pennsylvania andsihg our four-inch manufacturing line
in South Korea. Additionally, we initiated an insoimg program to replace higher-cost outside sutvaotors with internal manufacturing, we
lowered our materials costs, implemented workfoezhictions, and reduced employee benefits. We éxipese actions will simplify
operations, improve productivity and reduce costs.

We cannot guarantee that any of these actiondwiluccessfully implemented, or will sufficientlglp in reducing costs. Because our
restructuring activities involve changes to manyeass of our business, the cost reductions couldradly impact productivity and sales to
extent we have not anticipated. Even if we fullgexte and implement these activities and they géaéine anticipated cost savings, there
may be other unforeseeable and unintended factasnsequences that could adversely impact ouitgbdfty and business.

We may not be able to develop new products to sdfyschanging customer demands or we may develop therong products.

Our failure to develop new technologies, or reaathianges in existing technologies, could matgriddilay development of new products and
lead to decreased revenues and a loss of market shaur competitors. The semiconductor industrghiaracterized by rapidly changing
technologies and industry standards, together fnétjuent new product introductions. Our financiaifprmance depends on our ability to
identify important new technology advances andesigh, develop, manufacture, assemble, test, markesupport new products and
enhancements on a timely and cost-effective begigle new products often command higher priceskagtier profit margins, we may not
successfully identify new product opportunities alesdelop and bring new products to market or sutaeselling them for use in new
customer applications in a timely and cost-effextivanner. Products or technologies developed l®r attimpanies may render our products
or technologies obsolete or noncompetitive. Mangwfcompetitors are larger, older and more esthbéll companies with greater enginee
and research and development resources thanws.fil to identify a fundamental shift in techngies or in our product markets such fail
could have material adverse effects on our conipetitosition within the industry. In addition, temain competitive, we must continue our
efforts to reduce die sizes, develop new packageésmprove manufacturing yields. We cannot assoretfiat we can accomplish these g¢

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 approvedisarin particular OEM applications.
Without “design wins,” we may only be able to smlr products to customers as a second
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source, if at all. If an OEM designs another sugisiproduct into one of its applications, it ismdifficult for us to achieve future design
wins for that application because changing suppli@rolves significant cost, time, effort and risk the customer. Even if a customer des

in our products, we are not guaranteed to receifted sales from that customer. We may be unakdeh@ve these “design wins” because of
competition or a product’s functionality, size,@técal characteristics or other aspect of its giesir price. Additionally, we may be unable to
service expected demand from the customer. Iniaddichieving a design win with a customer dodsemsure that we will receive
significant revenue from that customer and we ne&yrable to convert design into 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 consumer corporate spending dug
to increased energy prices or other economic factsrcould affect our revenues.

If we provide revenue and gross margin guidande,bfised on our projections of consumer and catpapending. If our projections of th
expenditures are wrong, our revenues and grossimsarguld be adversely affected. For example, eggin the third quarter and
continuing into the fourth quarter of 2008, we alise progressively weakening order rates which trébated to uncertainty and
deterioration of global economic conditions. Wialeler rates improved throughout 2009 and the ffiasit of 2010, our current business
forecasting remains limited, as our OEM and disiidlb customers remain cautious in their bookingvagt

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

Failure to protect our intellectual property rightay result in the loss of valuable technologies. Mly on patent, trade secret, trademark and
copyright law to protect such technologies. Thaseslare subject to legislative and regulatory ceasrghrough changes in court
interpretations of those laws and regulations.eés@mple, there have been recent developments iawrseand regulations governing the
issuance and assertion of patents in the U.Suydimay modifications to the rules governing patenatspcution. There have also been court
rulings on the issues of willfulness, obviousness imjunctions, that may affect our ability to dbtpatents and/or enforce our patents against
others. Some of our technologies are not covereghlyypatent or patent application. With respeaupintellectual property generally, we
cannot assure you that:

» the patents owned by us or numerous other patdnithwhird parties license to us will not be indalied, circumvented,
challenged or licensed to other companie:

« any of our pending or future patent applicationt e 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 cannot assure that we will be able to effecyiegiforce our intellectual property rights in evepuntry in which our products are sold or
manufactured.

We also seek to protect our proprietary technokgrecluding technologies that may not be patentgohtentable, in part by confidentiality
agreements and, if applicable, inventors’ righteagents with our collaborators, advisors, empleye®l consultants. We cannot assure you
that these agreements will not be breached, thatilvbave adequate remedies for any breach orsheth persons or institutions will not
assert rights to intellectual property arising ousuch research. We have non-exclusive licensssrt® of our technology from National
Semiconductor, Infineon, Samsung Electronics ahdratompanies. These companies may license suahdiegies to others, including our
competitors or may compete with us directly. Initidd, National Semiconductor and Infineon haveit@d royalty-free, worldwide license
rights to some of our technologies. If necessamjesirable, we may seek licenses under patenigaleictual property rights claimed by
others. However, we cannot assure you that weobthin such licenses or that the terms of any effdicenses will be acceptable to us. The
failure to obtain a license from a third party fechnologies we use could cause us to incur sufstiabilities and to suspend the
manufacture or shipment of products or our user@fgsses 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. From time to time we are required to defagainst claims by competitors and others ofl@dtial property infringement. Claims
intellectual property infringement and litigatioegarding patent and other intellectual propertiitdgare commonplace in the semiconductor
industry. From time to time, we may be notified of
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claims that we may be infringing patents issuedth@r companies. Such claims may relate both tdymts and manufacturing processes. We
may engage in license negotiations regarding tblesms from time to time. Even though we maintaiagedures to avoid infringing others’
rights as part of our product and process developmiorts, it is impossible to be aware of eveoggible patent which our products may
infringe, and we cannot assure you that we wilsbecessful in our efforts to avoid infringementimis. Furthermore, even if we conclude our
products do not infringe anothempatents, others may not agree. We have beermramivalved in lawsuits, and could become subjedaither
lawsuits, in which it is alleged that we have infied upon the patent or other intellectual propegiyts of other companies. For example,
since October 2004, we have been in litigation Withwer Integrations, Inc. See Item 3, Legal Proicegsd Our involvement in this litigation
and future intellectual property litigation, or tbests of avoiding or settling litigation by pursitag licenses rights or by other means, could
result in significant expense to our company, askigraffecting sales of the challenged productechnnologies and diverting the efforts and
attention of our technical and management persomilther or not such litigation is resolved in éawor. We may decide to settle patent
infringement claims or litigation by purchasingditse rights from the claimant, even if we belieweage not infringing, in order to reduce the
expense of continuing the dispute or because wadarsufficiently confident that we would eventyagbrevail. In the event of an adverse
outcome as a defendant in any such litigation, \ag bre required to:

* pay substantial damage

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

e stop our manufacture, use, sale or importatiomfoiniging products

» expend significant resources to develop or acquar-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 numerous acquisitions of various sineg we became an independent company in 199Wardan 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 possiblguégition transactions, some of which could be igicgmnt.

If we acquire another business, the process ofjiiating an acquired business into our existing ajg@ms 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, customerggiists of the acquired compar

« conforming the acquired comp¢'s standards, processes, procedures and contrblewibperations
e coordinating new product and process developn

» hiring additional management and other criticakpenel;
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« inability to realize anticipated synergit
e negotiating with labor unions; ai
* increasing the scope, geographic diversity and ¢exitg of our operations

In addition, we may encounter unforeseen obstamlessts in the integration of other businesseseagiire.

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 oégets 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,lendgk that we may be subject to consequentiahslfrom 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 manufactapgacations 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 cussprvaich would result in decreased profit margmstifie 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 diyatontrol systems, errors or defects may arieenfa supplied raw material and be
beyond our detection or control. For example, spimesphorus-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 subcdatsaiciclude Amkor, ASE, AUK, GEM Services, Hanarieonductor, Liteon, Tak
Cheong Electronics, Greatek, Etrend, AIC and UTA@iTLtd. Our operations and ability to satisfy auser obligations could be adversely
affected if our relationships with these subcortrexcwere disrupted or terminated.

Delays in expanding capacity at existing facilitiesmplementing 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 equipmenaadontinuously 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 facilitigss is common in the semiconductor industry, weehfagm time to time experienced
difficulty in completing transitions to new manufadng processes at existing facilities. As a cousace, we have suffered delays in product
deliveries or reduced yields in the past and maeggnce such delays again in the future.
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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, upgi@dinexpanding existing facilities or changing puscess technologies, any of which could
result in a loss of future revenues. Our operatisylts could also be adversely affected by theeage in fixed costs and operating expenses
related to increases in production capacity if nesss 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 salesiierquarter ended September 26, 2010. Our togifstebutors worldwide accounted for
19% of our net sales for the quarter ended SepteBt)e010. As a general rule, we do not have l@ngr 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 ocodyxets they offer or to carry the product
lines of our competitors, could have a materialese effect on our business, financial conditiod sults 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 casldlrin 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. Wik semiconductor industry is
generally highly competitive, the “multi-market’graent is particularly so. Our competitors offer ieglent or similar versions of many of
our products, and customers may switch from oudpets to our competitors’ products on the basisrizfe, delivery terms, product
performance, quality, reliability and customer segwor a combination of any of these factors. Cditipe is especially intense in the multi-
market semiconductor segment because it is relpt@asy for customers to switch between suppliérmare standardized, multi-market
products like ours. In the past we have experieni@ateases in prices during “doweycles in the semiconductor industry, and this wagur
again as a result of the recent downturn in glelsahomic conditions. Even in strong markets, ppigssures 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 finbresources available to them. As such,
they tend to have a greater ability to pursue aitijoim candidates and can better withstand adwesrsaomic 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 coatitive in our industry.

Our continued success depends on our ability tactand 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”tpmrs of our business cycle, when competitors mayot recruit our most valuable technical
employees. While we devote a great deal of ounttie to designing competitive compensation prograimed at accomplishing this goal,
we modified many of our compensation programssodi 2009 in response to the global economic chgisa result of these modifications,
total compensation for many employees was reducddreany were required to take on additional respdities to compensate for
headcount reductions. While many of the compensatfograms have been restored for fiscal 2010¢orrent equity compensation
programs are significantly different than thoseeodfl prior to 2009 and there can be no assuraatevthwill be able to retain our current
personnel or recruit the key personnel we require.

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 histbrysing 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 performandmsed equity awards as a compensation tool. Weuarently seeking and we plan to seek stockholdpraval in
the future for increases in the number of sharafable
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for grant under the Fairchild Semiconductor 2003cktPlan as well as other amendments that may dygtedi from time to time which requ
stockholder approval. If these proposals do nagivecstockholder approval, we may not be able amgstock options and other equity aw:
to employees at the same levels as in the pasthvdoiuld adversely affect our ability to attraetain and motivate qualified personnel, and
we may need to increase cash compensation in tw@dtract, retain and motivate employees, whialidcadversely affect our results of
operations. Additionally, in 2009 we relied almestlusively on grants of restricted stock unitfed®d stock units and performance based
equity awards in place of stock options. We expecontinue that practice in 2010. While we beligvat our compensation policies remai
competitive with our peers, we cannot provide asguaance that we have not, and will not continudénfuture to lose opportunities to
recruit and retain key employees as a result afdlehanges.

The calculation of stock-based compensation expender the Compensation — Stock Compensation Tadfitee FASB ASC requires us to
use valuation methodologies and a number of estignassumptions and conclusions regarding matiehsas the expected volatility of our
share price, the expected life of our options,akeected dividend rate with respect to our comntooks 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 gsimates that we previously made, with the exoppif changes in expected forfeitures of
stock-based awards. Certain factors may arisetowerthat lead us to change our estimates and gdBum with respect to future stotlasec
compensation, resulting in variability in our stdzksed compensation expense over time. Changeseiceted stock-based compensation
expense could impact our gross margin percentagearch and development expenses, marketing, gf@andradministrative 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 16 billion indival semiconductor devices per year to custormensna the world, and in the ordinary
course of our business we receive warranty claonsdme of these products that are defective ardibaot perform to published
specifications. Since a defect or failure in ourdarct 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 ofseygalefective parts or repairing the products imtach the defective products are
incorporated, lost profits and other damages. titah, our ability to reduce such liabilities, wther by contracts or otherwise, may be
limited by the laws or the customary business jastof the countries where we do business. Anel) @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 businesgoodwill or to settle claims to avoid
protracted litigation. Our results of operationsl #usiness 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 phosphorusatoing 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, MalaysChina, South Korea and Singapore. We
have sales offices and customers around the wlplptoximately 72% of our revenues in the quarteteshSeptember 26, 2010 were from
Asia. The following are some of the risks inher@moing business on an international level:

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

« changes in laws and regulations relating to, amtooifyer things, import and export tariffs, taxatienvironmental regulations,
land use rights and proper

» work stoppages; ar
» the laws of, including tax laws, and the policiéshe U.S. toward, countries in which we manufagetour 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 bayeficant operations and sales in
South Korea and are subject to risks associatddduiing business there. Korea accounted for apprabely 13% of our revenue for the
quarter ended September 26, 2010.

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 globalkigdcssue that may adversely affect
Korean business and economic conditions. We caas®tre you as to whether or when this situatiohbgiresolved 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 arectubjlabor unrest.

Our Korean sales are increasingly denominated pilyria U.S. dollars while a significant portion ofuir 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 changddrbdiance, coupled with a significant
change in the value of the won relative to theatoltould have a material adverse effect on oamnfiiral performance and results of operat
(see Item 3, Quantitative and Qualitative Discleswabout 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 grgmteféérential income tax or other tax holidays agaentive 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 governingtdereholidays, 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 e@ortlitions of the tax holidays, to ensure thatdieent and future tax impacts on our
subsidiaries in these countries are anticipatedrefimed.

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 att 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 wilktdt 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 chaimgésat 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 afgestt to the economic and political situation thékée believe that our operations in China
in compliance with all applicable legal and regaigtrequirements. However, there can be no asset#at China’s central or local
governments will not impose new, stricter regulasior interpretations of existing regulations tivatild 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 guoins, import duties or currency revaluations. ddition, a significant destabilization of
relations between China and the U.S. could resuktstrictions or prohibitions on our operationgha sale of our products in China. The I
system of China relating to foreign trade
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is relatively new and continues to evolve. Thene lo@ no certainty as to the application of its land regulations in particular instances.
Enforcement of existing laws or agreements maypleaslic and implementation and interpretation wfslanconsistent. Moreover, there is a
high degree of fragmentation among regulatory aitthe resulting in uncertainties as to which auities have jurisdiction over particular
parties or transactions.

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 regulatedatsin our manufacturing process
we are subject to risks of liabilities and claimegjardless 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 sofneaur operating plant site

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

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

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 egueied 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 26, 2010 of approximately 0.8 1, which could adversely
affect our financial health and limit our ability t o grow and compete.

At September 26, 2010, we had total debt of $3&1iléon and the ratio of this debt to equity wapeamimately 0.3 to 1. As of September
2010, our senior credit facility includes $321.8liom in term loans and the $100 million revolvihige of credit. Adjusted for outstanding
letters of credit, we had up to $98.8 million aahie under the revolving loan portion of the segiedit facility. In addition, there is a $150
million uncommitted incremental term loan featubespite reducing some of our lotgrm debt, we continue to carry substantial indetds:
which could have significant consequences on oaraijns. For example, it could:

e require us to dedicate a portion of our cash flomf operations to payments on our indebtedneshifigeducing the availability
of our cash flow to fund working capital, capitabenditures, research and development efforts trat general corporate
purposes

* increase the amount of our interest expense, be@astin of our borrowings (namely borrowings unaler senior credit facility)
are at variable rates of interest, which, if ing¢m@ates increase, could result in higher intezgpense

» increase our vulnerability to general adverse eosoa@nd industry condition:

« limit our flexibility in planning for, or reactingp, changes in our business and the industry iclvie 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 governingindebtednes:
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» place us at a competitive disadvantage comparedrtoompetitors that have less indebtednes

« limit, along with the financial and other restrigicovenants in our debt instruments, among ottieg$, our ability to borrow
additional funds, dispose of assets, repurchas& stopay cash dividends. Failing to comply witbhgk covenants could result in
an event of default which, if not cured or waiveduld have a material adverse effect on our busjrifasmncial condition and
results of operation:

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 rtdeéness in the future. Although the terms of tieglit agreement relating to the senior
credit facility contain restrictions on the incuroe of additional indebtedness, these restriciwasubject to a number of qualifications and
exceptions and, under certain circumstances, additindebtedness incurred in compliance with thiestrictions or upon further amendment
of the credit facility could be substantial. AsSd#ptember 26, 2010, the senior credit facility permorrowings of up to $100 million in
revolving loans under the line of credit and u$i®0 million under the uncommitted incremental téoan feature, in addition to the
outstanding $ 321.6 million term loans that areenity outstanding under that facility. As of Septeer 26, 2010, adjusted for outstanding
letters of credit, we had up to $98.8 million aahie under the revolving loan portion of the seci@dit facility. If new debt is added to our
subsidiaries’ current debt levels, the substanisék described above would intensify.

We may not be able to generate the necessary amouwitcash 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 manwadctors beyond our control.

Our historical financial results have been, andawgcipate that our future financial results widl subject to substantial fluctuations, many of
which are the result of the recent downturn inglubal economy. While we currently have sufficieash flow to satisfy all of our current
obligations, we cannot assure you that our busiwdksontinue to generate sufficient cash flowrfr@perations to enable us to pay our
indebtedness or to fund our other liquidity needthe future. Further, we can make no assuraneé®ti currently anticipated cost savings
and operating improvements will be realized on dakeor at all, or that future borrowings will beadlable to us under our senior credit
facility in an amount sufficient to satisfy our liiglity needs. In addition, because our senior tifadility has a variable interest rate, our cost
of borrowing will increase if market interest ratesrease. If we are unable to meet our expensigselnt obligations, we may need to
refinance all or a portion of our indebtedness ohajore maturity, sell assets or raise equity.dafenot assure you that we would be able to
renew or refinance any of our indebtedness, seéitagr raise equity on commercially reasonabtager at all, which could cause us to
default on our obligations and impair our liquidiBestrictions imposed by the credit agreementingjdo our senior credit facility restrict or
prohibit our ability to engage in or enter into sobusiness operating and financing arrangemenishwebuld adversely affect our ability to
take advantage of potentially profitable businggsootunities.

The operating and financial restrictions and conésnan the credit agreement relating to our seaiiedit facility may limit our ability to
finance our future operations or capital needshgage in other business activities that may beumirgerests. The credit agreement imposes
significant operating and financial restrictionsumithat affect our ability to incur additional etitedness or create liens on our assets, pay
dividends, sell assets, engage in mergers or atqos make investments or engage in other busiaesvities. These restrictions could pl.
us at a disadvantage relative to our competitonsynowhich are not subject to such limitations.

In addition, the senior credit facility also reqsrus to maintain specified financial ratios. Chifiy to meet those financial ratios can be
affected by events beyond our control, and we caassure you that we will meet those ratios. ABefember 27, 2009, we were in
compliance with these ratios. A breach of any ekthcovenants, ratios or restrictions could réswh event of default under the senior cr
facility. Upon the occurrence of an event of defamider the senior credit facility, the lendersldaelect to declare all amounts outstanding
under the senior credit facility, together with e 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 securenideltedness. If the lenders under the senior
credit facility accelerate the payment of the indelness, we cannot assure you that our assets Wewdfficient to repay in full that
indebtedness and our other indebtedness.
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We have investments in auction rate securities thatubject us to market risk which could adversely d&ct our liquidity and financial
results.

As of September 26, 2010, we owned auction ratertrss with a par value of $49.5 million and markelue of $27.3 million. We originally
purchased these securities believing them to ke shébrt-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 assurantéhtire will ever be an active market for our amctiate securities. Uncertainties in the credit
and capital markets could lead to further downgsaafeour auction rate securities and additionalammpents. Additionally, auction failures
have limited our ability to fully recover the paalue of our investment in the short term and efereihold the securities to maturity, the
long-term value of the auction rate securities ipatentially be impacted by issuer defaults. We dbamticipate that the lack of liquidity or
future downgrades and impairments will materiatiypact our ability to fund out working capital negdapital expenditures or other business
requirements.

Item 2.  Unregistered Sales of Equity Securities and Use Bfoceeds

The following table provides information with regpéo purchases made by the company of its own camstock during the third quarter of
2010.

Total Number of Maximum Number (or
Shares Approximate Dollar Value)
Total Number of Purchased as
Part of

Average Price of Shares that May Yet Be

Publicly Purchased Under the Plan
Shares Announced
(or Units) Paid per Plans or
Period Purchased (1) Share Programs or Programs
June 28, 201- July 25, 201( — — —
July 26, 201(- August 22, 201( — — —
August 23, 201(- September 26, 201 1,000,00! 7.9¢ — —
Total 1,000,00! $ 7.9¢ — —
ltem 6.  Exhibits
Exhibit
No. Description

31.01 Section 302 Certification of the Chief ExecutivefiCdr.
31.02 Section 302 Certification of the Chief FinanciafiCdr.

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

32.02 Certification, pursuant to 18 U.S.C. 1350, as agdgursuant to Section 906 of the Sarb-Oxley Act of 2002, by Mark S. Fre
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101.INS!? XBRL Instance Documer

101.SCH? XBRL Taxonomy Extension Schema Docum

101.CAL ! XBRL Taxonomy Extension Calculation Linkbase Docutr
101.DEF! XBRL Taxonomy Definition Linkbase Docume

101.LAB t  XBRL Taxonomy Extension Label Linkbase Docum
101.PRE? XBRL Taxonomy Extension Presentation Linkbase Doent

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

! XBRL (Extensible Business Reporting Language) imfation is furnished and not filed or a part of gistration statement or prospec

for purposes of sections 11 or 12 of the Securhietsof 1933, is deemed not filed for purposesetft®on 18 of the Securities Exchange
Act of 1934, and otherwise is not subject to lidpiinder these section
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SIGNATURE

Pursuant to the requirements of the Securities &xgl 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 4, 2010 /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.
2.

| have reviewed this quarterly report on Forn-Q of Fairchild Semiconductor International, Ir

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 ref

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

The registran$ 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 procedotes designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared

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

C) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbd report our conclusio
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; ar

d) Disclosed in this report any change in the tegig’s internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an annuabrg that has material
affected, or is reasonably likely to materiallyesftf, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registre’s auditors and the audit committee of the regit's board of directors

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

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

Date: November 4, 2010 /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 enittate 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 ref

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 procedotes designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared

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

C) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbd report our conclusio
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; ar

d) Disclosed in this report any change in the tegig’s internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an annuabrg that has material
affected, or is reasonably likely to materiallyesftf, the registra’s internal control over financial reporting; &

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

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

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

Date: November 4, 2010 /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 SARBANEB(LEY ACT OF 2002

In connection with the quarterly report of FairchBemiconductor International, Inc. (the “compamyi)Form 10-Q for the period ended
September 26, 2010 as filed with the SecuritiesExahange Commission on the date hereof (the “R8pgrMark S. Thompson, Chief
Executive Officer of the company, certify, pursuemii8 U.S.C. ss. 1350, as adopted pursuant @806sof 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 4, 201




Exhibit 32.02

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

In connection with the quarterly report of FairchBemiconductor International, Inc. (the “compamyi)Form 10-Q for the period ended
September 26, 2010 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 IC.Sss. 1350, as adopted pursuant to ss. 906 &ahmanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementseétion 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 4, 201




