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FORWARD-LOOKING STATEMENT

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

“forecast,” “could,” “expect,” “suggest,” “believe,” “anticipate,” “intend,” “plan,” or other similar words. Forward-looking statements
include statements regarding (1) the conversioousfdesign opportunities into revenue, (2) our rawe levels, including the commercial
success of our Customer Specific Standard Prodac8SSPs, and new products, (3) the effects dfltve recovery from the worldwide
economic downturn, (4) our liquidity, (5) our grge®fit and breakeven revenue level and factors #fict gross profit and the breakeven
revenue level, (6) our level of operating expené8sour research and development efforts, (8)mantners and suppliers and (9) industry
trends.

”ou LI ” ”ou LI

The forward-looking statements contained in thisdal Report involve a number of risks and uncettag) many of which are
outside of our control. Factors that could causéuatresults to differ materially from projectedstdts include, but are not limited to, risks
associated with (i) the conversion of CSSP desfgpordunities into revenue, (ii) the commercial aadhnical success of our CSSPs and new
products such as ArcticLir®, ArcticLink I, PolarPro®, and PolarPro Il and our successful introductioihpooducts and CSSPs incorporating
emerging technologies or standards, (iii) the adeeaffects of the slow recovery from the recentdmode economic downturn, (iv) the
liquidity required to support our future operatimgd capital requirements, (v) our ability to acctely estimate quarterly revenue, (vi) our
dependence on our relationship with TowerJazz Serdiector Ltd., or TowerJazz, and (vii) our deperwenpon single suppliers to fabricate
and assemble our products. Although we believetlimaissumptions underlying the forward-lookingestzents contained in this Annual
Report are reasonable, any of the assumptions deelihaccurate, and therefore there can be no aswe that such statements will
accurate. The risks, uncertainties and assumptiefesred to above that could cause our resultsitiedmaterially from the results expressed
or implied by such forward-looking statements igdubut are not limited to, those discussed unideheading “Risk Factors” in Part |,

Item 1A hereto and the risks, uncertainties andiaggions discussed from time to time in our othédlig filings and public announcemen
All forward-looking statements included in this document asell on information available to us as of the deteeof. In light of the
significant uncertainties inherent in the forwalabking statements included herein, the inclusibauzh information should not be regardec
a representation by us or any other person thatréselts or conditions described in such statementsur objectives and plans will be
achieved. Furthermore, past performance in operetiand share price is not necessarily indicativéutiire performance. We disclaim any
intention or obligation to update or revise any@ard-looking statements, whether as a result of id@rmation, future events or otherwise.

PART I
ITEM 1. BUSINESS

Overview

QuickLogic Corporation was founded in 1988 andceeiporated in Delaware in 1999. We develop and etddw power
customizable semiconductor solutions that enaldéocuers to add new features to, extend batterynljfand improve the visual experience
with their mobile, consumer and enterprise produats are a fabless semiconductor company that tgseirma single industry segment where
we design, market and support primarily Customesc8ig Standard Products, or CSSPs, and, secopdamld Programmable Gate Arrays, or
FPGAs, associated design software and programngrdMare. Our CSSPs are customized semiconducidicswd created from our new
solution platforms including ArcticLinkll, ArcticLink, PolarPro’ll and PolarPro (all of which fall into our new phact category); our mature
products include primarily pASIC3, QuickRAM®and QuickPCl, as well as royalty revenue, programgnhiardware and design software.

CSSPs are complete, customer-specific solutiortdrniblude a unique combination of our silicon smlntplatforms, proven system
blocks, or PSBs, custom logic and software drivatsof our solution platforms are standard silicoroducts and must be programmed to be
effective in a system. Our PSBs range from intéliacproperty, or IP, which improves multimedia tant to IP which implements commonly
used mobile system interfaces, such as SecureaDigfiut Output, or SDIO, Universal Serial Bus @0-The-Go, or USB 2.0 OTG, and
Mobile Display Digital Interface, or MDDI, to IP &b accelerates sideloading speeds in mobile dewkegrovide complete solutions by first
architecting the solution jointly with our custortseengineering group, selecting the appropriatetiesl platform and PSBs, providing custom
logic, integrating the logic, programming the deviproviding software drivers required for the oansér's application, and participating with
the customer on-site during integration, verifioatand testing.




Table of Contents

We pioneered and introduced CSSPs in the firsttquaf 2007. CSSPs are developed for specific peasitive applications that
have differentiated features in terms of IP, ingelht data processing or connectivity requiremedts. customers value our ability to provide a
range of CSSPs from a single platform design bgrinarating different features in the programmabhleric of our solution platforms.
Customers also value the flexibility of programneafabric to address specific hardware-based praggctirements. By providing customized
solutions for our customers we increase their ghtii meet the time-to-market and time-in-marketgsures associated with their markets.

Our CSSP solution platforms and our other prodéferings, are based on our patented ViaLinetal-to-metal programmable
technology. ViaLink provides flexible energy efiit devices and solutions that deliver the higligperance, high reliability, IP security and
instant-on features that our customers value.

We offer a range of CSSPs built on our ArcticLihkArcticLink, PolarPro Il and PolarPro solutioragfiorm families. During 2009, o
engineering teams developed multiple CSSPs usm@dttarPro 1l platform for the 3G USB modem segntleat entered into production duri
the fourth quarter of 2009 which made up for a ifiggmt percentage of our revenue during 2010. PbkarPro Il platform is expected to
contribute significantly to our 2011 revenue.

During 2009, we announced sampling status for autiélink 11 VX solution platform. ArcticLink 1l VX solution platforms combine
mixed signal physical layers, hard-wired logic gamdgrammable fabric on one device. Mixed signabtdlity supports the trend toward high-
speed serial connectivity in mobile applicationbeve designers benefit from lower pin counts, sifilel printed circuit board, or PCB, layout,
simplified PCB interconnect and reduced signal eofsdding hard-wired intellectual property enahlsgo deliver more logic per die area,
while the programmable fabric allows us to prov@gSPs that can be rapidly customized to differetiastomer products, add features and
reduce system development costs.

We have changed our manufacturing strategies taceethe cost of our silicon solution platforms t@akle their use in high volume,
mass customization products. Our PolarPro Il arldrPoo solution platforms include an innovativeitogell architecture, which enables us to
deliver twice the programmable logic in the sameesize. Our ArcticLink Il and ArcticLink solutiongtforms combine mixed signal physical
layers and hard-wired logic alongside programmédddeic. We typically implement sophisticated logiocks and mixed signal functions in
hard-wired logic because it is very cost effectiviel energy efficient. ArcticLink Il and ArcticLinbombine cost effective physical layers and
hard-wired logic with the flexibility, time-to-maeit and time-in-market advantages of programmalgieldWe have developed small form
factor packages, which are less expensive to matwraand include smaller pin counts. Reduced pimts result in lower costs associated
with our customer's printed circuit board space rmuding. Our ability to sell programmed die as €S$reatly reduces our costs, allowing us
to participate in high volume opportunities. In #ideh, we have dramatically reduced the time weunegjito program and test our devices, w
has reduced our costs and lowered the capital Bguiprequired to program and test our devices. ¥gea to continue to invest in silicon
solution platforms and manufacturing technologiésclv make us cost effective for high volume appiazs.

In addition to working directly with our customerge partner with other companies that are experegitain technologies to develop
additional intellectual property, reference platisrand system software to provide application gmigt For instance, we license elements of
VEE from Apical Limited, a U.K. company that sefishanced video image capability. We also work withbile processor manufacturers and
companies that supply storage, networking or gpbdomponents for embedded systems. The deptlesé trelationships varies depending on
the partner and the dynamics of the end markegheimgeted, but is typically a co-marketing relashbip that includes joint account calls,
promotional activities and/or engineering collaltimr@ and developments, such as reference desiggeod example of this collaboration is -
relationship we announced in 2009 with Icera Sendoator, a fabless semiconductor company that dpgedoft modem technology for 3G
mobile phones and data services.

Our business is in transition. In addition to tiffe&s of the global economy and competition in seeniconductor market, two other
factors affect our future growth: an expected iaseein revenue should our CSSP strategy prove ssfot@and an expected decline in revenue
from mature products. CSSP revenue is includedirmew product revenue. New products contributeémae of $9.4 million , or 36%f total
revenue, as of January 2, 2011 . In order to maimtagrow our revenue from its current level, we dependent upon increased revenue from
our existing products, especially CSSPs utilizimg ArcticLink I, ArcticLink, and PolarPro II, anBolarPro solution platforms, and the
development and marketing of additional new proslacid solutions.
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Available Information

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

Industry Background

Consumer Electronic, or CE, products are a strang/tp market for semiconductor products, and thedseof this market bring a
unique set of requirements. One important trertthi;mmarket is toward mobile, handheld devices wiiteless capability. Important industry
trends affecting the large market for mobile desitelude the need for high bandwidth that enatblessame user experience consumers are
accustomed to on the personal computer, or PC,asititernet browsing, social networking and stiegmideo, product miniaturization and
the need to increase battery life. Many of theselpet requirements were driven from the launchwialy publicized success of the Apple
iPhone. While there continue to be additional deplents in the network operator infrastructure thgiport the bandwidth required for these
use cases, there are demographic and geograplaificpeoduct features that share this infrastroetrhese product features put a burden on
the designers and manufactures of these mobilerGdipts as they try to tailor multiple productshwiimited engineering resources. Lastly,
fast pace at which the consumer taste for theserfsachanges exacerbates the development chalenderisk in launching successful
products to the marketplace.

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

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

. Application Specific Standard Products, 3®s - ASSPs, other than processors, are fixetidaraevices designed to
address a relatively narrow set of applicationesehdevices typically integrate a number of compenipherals or functions
and the functionality of these devices is fixeptbd wafer fabrication;

. Programmable Logic Devices, or PLDs - PLBs@eneral purpose devices, which can be usedvhyiety of electronic
systems manufacturers and are customized aftehgsedor a specific application. FPGAs are a sutishiis category which
are typically used to implement complex system fioms; and

. Application Specific Integrated Circuits, A8ICs - ASICs are custom devices designed andcatied to meet the needs of
one specific application for one end-customer. @tmed ASICs, a sub-category of ASICs, provideritéd amount of
custom content to broaden the applicability of eickefor additional applications.

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

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

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

The traditional military and industrial markets avell served by existing core silicon. Much of thigrket uses complex ASSPs since
price, power and size are not particularly critidasign considerations. When there is a strong fegeticustom solution in high volume
applications, designers turn to an ASIC and, in fouwnedium volume applications, they use FPGAscklogic FPGAs have a loyal followir
in certain segments of these markets, particulargn instant-on, energy efficiency, high reliapilitr intellectual property security is
important. These markets are expected to remairaflacompared with the predicted growth in our E®8siness in the consumer market.

Markets and Product Technology

We market CSSPs to mobile device OEMs and ODMs.R8%8e complete solutions incorporating our Ardtigll VX, ArcticLink,
PolarPro Il or PolarPro solution platforms, packagiPSBs, custom logic, software drivers and ochigegcture consulting. We partner with
target customers in our focus markets to archéadtdesign CSSPs and to integrate and test our<Ci8®Rr customers' products. A CSSP is
based on our programmable technology, which enabist®mized designs, low power, flexibility, rapiche-to-market, longer time-in-market
and lower total cost of ownership. From a mobilstsgn designer's perspective, a CSSPs functiomishkm@and complete, and can consequently
be designed into systems with a minimum amounffofteand risk. We are capable of providing comelstlutions because of our investment
in developing the low power PSBs and software meglio implement specific functions. Because wdrarelved with our customers at the
definition stage of their products, we are ablarchitect solutions that typically have more thae ®SB, absorbing more functionality
traditionally implemented with multiple ASSPs. lases where our CSSP has multiple PSBs, signifgyetém performance or battery life
improvements can be realized by enabling direa ttansfers between the PSBs. In some cases, wéogddhe PSBs and software ourselves
and, in other cases, we utilize third parties teettgp the mixed signal physical layers, logic andfftware.

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

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

The fact that we use our programmable technologystomize these CSSPs provides two advantagesoreentional ASSPs that
are based on ASIC technology. Foremost is thetlfattour CSSPs can be tailored for a specific cnstts requirements. Once we have
developed PSBs, it is easy to combine PSBs arideutiie remaining programmable logic to providenague set of features to a mobile system
designer, or to add other functions to the CSS&h ag Universal Asynchronous Receiver Transmitiet)/ARTs, keyboard scanning functio
and Serial Peripheral Interface, or SPI ports, tviniénimizes system size and cost. We are ableveldp these CSSPs from a common
solution platform, and partner with system desigrnierimplement a range of solutions, or produtiat &ddress different geographic and me
requirements. Finally, by using programmable tettmpinstead of ASIC technology, we reduce the tigyment time, development risk and
total cost of ownership and are able to bring sohstto market far quicker than other custom silietternatives.

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

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

Our product technology consists of four major elatae

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

Second, our ArcticLink solution platform combinesed signal physical layers, hard-wired logic amdgygammable logic on one
device. Mixed signal capability supports the trémaard serial connectivity in mobile applicatiomgiere designers benefit from lower pin
counts, simplified PCB layout, simplified PCB intennect and reduced signal noise. Adding hard-wirtllectual property enables us to
deliver more logic at lower cost and lower powehjles the programmable logic allows us to providkiSons that can be rapidly customized to
differentiate products, add features and reductesydevelopment costs. This combination of mixgaai, hardwired logic and programmatl
logic enables us to deliver low cost, small forrotée solutions that can be customized for particalestomer or market requirements while
lowering the total cost of ownership. The high megtdensity and flexibility of our ViaLink technaly is critical to the efficient interface
between the hard-wired logic and the programmadiied.

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

. Video PSBs such as the VEE, DPO or LCD controller interfa

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

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

. Other PSBs such as encryption, unique ID for digital rightsrmagement, or DRM, and general purpose interf

Fourth, our unique customer engagement model emakléo develop complete solutions for target custs who wish to bring
differentiated, mobile products to market quickhdacost effectively. We partner with customerseirte solutions specific to their
requirements, and combine all of the above techyiesousing one of our solution platforms, PSBs,clwtdre proven logic IP cores, custom
logic and software drivers. We then work with theastomers to integrate and test CSSPs in thetiemsgs The benefit of providing complete
solutions is that we effectively become a virtuakasion of our customers' engineering organization

Marketing, Sales and Customers

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

Our objective is to empower mobile market leaderadhieve mass customization with innovative CS$Rsket leading companies
need to deliver new products quickly and cost ¢ffety. We believe that our programmable technolaligws us to deliver customizable
solutions with low power consumption and high IBw#y, while meeting system performance and BOIgtecequirements. We believe our
CSSPs enable OEMs and ODMs to rapidly bring newdiffielrentiated products to market quickly and ceféectively. CSSPs enable energy
and cost efficient solutions on design platfornrfrwhich a range of products can be introduced.
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We recognize that our markets require a rangelafisas, and we intend to work with market leadamgnpanies to combine silicon
solution platforms, PSBs, packaging technologytvearfe drivers and firmware to meet the productiferdtion, high bandwidth, time-to-
market, time-in-market and form factor requiremesftsnobile device manufacturers. We expect CSSPartge from devices with mixed
signal and visual enhancement capability to devidgish provide off-load engines. We intend to couné to define and implement compelling
CSSPs for our target customers.

As a part of our objective to empower mobile malkatiers to achieve mass customization with innee&SSPs, our business ma
includes a focused customer strategy in which wgetanarket leading customers, who primarily seheemarket for differentiated mobile
products. Our belief is that a large majority of cevenue will ultimately come from less than 1@8tomers as we transition to this business
model. We have identified and will continue to itiBnthe customers we want to serve with CSSPsavéecurrently in different stages of
engagement with a number of these customers. WWevbeL SSPs are resonating with our target custorfibesse customers value the platform
design capability, rapid time-to-market, longerdhin-market and low total cost of ownership avdéahbrough the use of CSSPs. We expect to
expand our partner activities with top tier custosrte define new silicon solution platforms and BSB

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

Our customers typically order our products throoghdistributors. Currently, we have two distribngtin North America and a
network of seven distributors throughout Europe Asi to support our international business.

We have a loyal military, industrial and mobile goat customer base that prefers to purchase dgcorsiproducts, select and integrate
IP and develop software drivers on their own to plate their system designs. We expect to contioudfer silicon devices to these custom

A significant portion of our revenue comes fromesatio customers located outside of the United St&ar largest customer
(Honeywell International Inc.) represented 11%exMenue in 2010 . Please see Note 12 to our coasetidinancial statements for information
on our revenue by geography, market segment anduspmers.

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

Backlog

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

Competition

A number of companies offer products that compétke ane or more of our products and solutions. &dsting competitors for
CSSPs include: (1) suppliers of ASSPs such as Gg@emiconductor; (2) suppliers of mobile and/qliaption processors, such as Texas
Instruments Inc.; and 3) suppliers of ASICs, susleASIC and NEC. Our existing competitors for FP@#sdude: (A) suppliers of CPLDs,
such as Lattice Semiconductor and Altera; (B) sepplof FPGAS, such as Altera, Silicon Blue andrXil

ASSPs offer proven functionality which reduces depment time, risk and cost, but it is difficult ¢éfer a differentiated product
using standard devices, and ASSPs that meet thensyiesign objectives are not always availablegairamable logic may be used to create
custom functions that provide product differentator make up for deficiencies in available ASFRDs require more designer input since
designer has to develop and integrate the IP arydhanze to develop the software to drive the IP. PlaBe more expensive and consume more
power than ASSPs or ASICs, but they offer fast timenarket and are typically reprogrammable. ASICs telarge development cost and
and a long time to market. As a result ASICs areegally only used for single designs with very highumes. CSSPs enable custom functions
and system designs with fast time-to-market anddotime-in-market since they are customized bysiisg our solution
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platforms that contain programmable logic. In addit because they are complete solutions, theyceethe system development cost and risk.
Finally, CSSPs are very energy efficient as a tefudur programmable logic and how we intelliggrdtchitect our PSBs. They are very
suitable for OEMs or ODMs offering mobile differéted products.

Research and Development

We are focused on developing CSSPs. CSSPs cohsistombination of our silicon platforms, PSBs,teafre drivers and fabric. Our
future success will depend to a large extent orability to rapidly develop, enhance and introd@&SPs that meet emerging industry
standards and satisfy changing customer requirem@rfe have made and expect to continue to makeasuilad investments in research and
development. In the second quarter of 2008, webksiteed a plan to outsource certain developmerttfons that were previously performed in-
house. The change of certain development activities on-demand, outsourced model from ahduse, fixed cost model was implemente
the second quarter of 2008.

As of the end of 2010 , our research and developstaff consisted of 28 employees located in Califny India, and Canada.

. Our System Solutions Group, or SSG, is aternal group that provides system architecturedmsign services to create
CSSPs for our customers. It develops PSBs andiagstsoftware drivers, and integrates them withsmlution platforms
that form the basis of our CSSPs.

. Our software group develops the design tibsa interface routines and place and route soéwrzat allow our system
solution group, or SSG and our FPGA customers ¢écthisd party design environments to develop destpat are
incorporated into our programmable devices.

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

. Our programmable logic design engineerirgugrdevelops low power programmable devices antb@mircuits targeted for
mobile or battery powered embedded systems thabearsed in standalone solution platforms suchotesPro Il, or
combined with standard functions in solution platis such as ArcticLink II.

. Our product group oversees product manufagfiand process development with our third pastyndries, and is involved in
ongoing process improvements to increase yieldsoatithize device characteristics.

Manufacturing

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

We currently outsource our wafer manufacturingmariily to TSMC and TowerJazz. TSMC manufacturesgABIC 3, QuickRAM
and certain QuickPCI products using a ftayer metal, 0.35 micron complementary metal oxsemiconductor, or CMOS, process. TSMC
manufactures our Eclipse and other mature prodisitsy a five-layer metal, 0.25 micron CMOS prooas®ight-inch wafers. TowerJazz
manufactures our new products, using alagper metal, 0.18 micron CMOS process. We purcpaséucts from TSMC and from TowerJazz
a purchase order basis. We outsource our prodekbgang, testing and programming primarily to AmKachnology, Inc and Unisem
(M) Berhard.

Outsourcing of wafer manufacturing enables ushke tdvantage of these suppliers' high volume ec@®af scale. We may establ
additional foundry relationships as such arrangamieacome economically useful or technically nemegss

Employees
As of January 2, 2011 , we had a total of 78 engrsyworldwide. We believe our future success depangart on our continued

ability to attract, hire and retain qualified parsel. None of our employees are represented blya lanion and we believe our employee
relations are favorable.
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Intellectual Property

We believe that it is important to maintain a lapggent portfolio to protect our innovations. Wereatly hold 101 U.S. patents and
have three pending applications for additional p&ents containing claims covering various aspafgpsogrammable integrated circuits,
programmable interconnect structures and progrartiemaeétal devices. In Europe and Asia, we have eanted a total of nine patents and
have a total of three patent applications pendihg.issued patents expire between 2011 and 2028.

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

We have seven trademarks registered with the WtenPand Trademark Office.

Executive Officers and Directors

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

The following table sets forth certain informaticoncerning our current executive officers and doecas of March 7, 2011 :

Name Age Position
E. Thomas Hart 69 Executive Chairman of the Board
Andrew J. Pease 60 President and Chief Executive Officer
Ajith Dasari 40 Vice President, Worldwide Engineering
Brian Faith 36 Vice President, Worldwide Marketing
Ralph S. Marimon 53 Vice President, Finance and Chief Financial Officer
Catriona Meney 49  Vice President, Human Resources and Development
Timothy Saxe 55  Senior Vice President and Chief Technology Officer
Michael J. Callahan 75 Director
Michael R. Farese 64 Director
Arturo Krueger 71 Director
Christine Russell 61 Director
Gary H. Tauss 56 Director

E. Thomas Harhas served as a member of our Board of Directaresiune 1994, and as our Chairman since April 2d01Hart ha:
served as QuickLogic's Executive Chairman of tharBaince January 3, 2011. He served as our Chaiofithe Board and Chief Executive
Officer from March 2009 to January 2011 and asRresident and Chief Executive Officer from Junedl89®March 2009. Prior to joining
QuickLogic, Mr. Hart was Vice President and Gen&fahager of the Advanced Networks Division at NaéibSemiconductor Corporation, a
semiconductor manufacturing company, where he wbfiam September 1992 to June 1994. Prior to jgifNiational Semiconductor,

Mr. Hart was a private consultant from February@ 88September 1992 with Hart Weston Internaticagkchnology-based management
consulting firm. Prior experience includes senéwel management responsibilities in semicondugberations, engineering, sales and
marketing with several companies including Motoydter., an electronics provider, and National Semductor. Mr. Hart holds a B.S.E.E.
degree from the University of Washington.

Andrew J. Peaspined QuickLogic in November 2006 and has sengedw President and Chief Executive Officer siraneudry 201
and as our President since March 2009. Prior tacaMap09, Mr. Pease served as our Vice Presidémnoofdwide Sales from November 2006.
From July 2003 to June 2006, Mr. Pease was Sendar Rfesident of Worldwide Sales of Broadcom Caaifion, a global leader in
semiconductors for wired and wireless communicatiémom March 2000 to July 2003, Mr. Pease was Piesident of Sales at Syntricity,
Inc., a company providing software and servicesetiber manage semiconductor production yields ammtave design-to-production processes.
From 1984 to 1996, Mr. Pease served in a
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number of sales positions at Advanced Micro DevioeAMD, a global semiconductor manufacturer, vehieis last assignment was Group
Director, Worldwide Headquarters Sales and Opearatitir. Pease previously held Vice President oéSpbsitions at Integrated Systems Inc.,
an embedded software manufacturer (1996-1997)Vantis Corporation, a programmable logic subsid@nAMD (1997-1999). Mr. Pease
holds a B.S. degree from the United States Navat&my and an M.S. in computer science from the N@estgraduate School in Monterey,
California.

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

Brian Faithjoined QuickLogic in June of 1996 and has serveduas/ice President of Worldwide Marketing sincevdmber 2008.
From 2001 through 2008, Mr. Faith served in variosketing positions including Vice President ofufions Marketing and Senior Director
of Marketing. Prior to 2001, Mr. Faith was an Eregning Program Manager, served in a Field Applicakngineering role and held various
Customer Application Engineering roles, includings@®mer Application Engineering Manager. Mr. F&iels also served as the Chairperson of
the Marketing Committee for the CE-ATA Organizatidte holds a B.S.C.E. degree in Computer Engingdrom Santa Clara University and
also served as Adjunct Lecturer at Santa Claraéisity for Programmable Logic courses.

Ralph S. Marimotas served as our Vice President, Finance and Elmahcial Officer since November 2008. Prior tmijog the
Company, Mr. Marimon served as Vice President, iéeaand Operations, and Chief Financial OfficeAnthor Bay Technologies, Inc., a
fabless semiconductor company that designs andipesdadvanced video processing chips from 2006én @05 to 2006, Mr. Marimon was
Vice President of Finance and Administration anée€CRinancial Officer of Tymphany Corporation, apider of innovative audio transduce
Prior to that, Mr. Marimon was Vice President ofiiice and Chief Financial Officer of Scientific Tieologies, Inc., a provider of automation
safeguarding products, from 2004 until 2005. Fr@89lto 2003, he served at Com21 Corporation, aadjslpplier of system solutions for the
broadband access market, where he was promoteddovporate Controller to Vice President of Finaaod Chief Financial Officer. Prior to
joining Com21 Corporation, Mr. Marimon was at K-Tencor Corporation for 11 years in a variety afiee executive financial management
positions. Mr. Marimon holds a Masters of Managenu&gree in finance and accounting from Northwestdmiversity and a BA degree in
economics from the University of California, Los deles.

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

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

Information regarding the backgrounds of our divexis set forth under the caption “Proposal Onectibn of Directors’in our Proxy
Statement, which information is incorporated helsjrreference.
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ITEM 1A. RISK FACTORS
Our CSSP design opportunities may not result inrévenue we expect

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

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

If we fail to successfully develop, introduce aati ESSPs and new products, or if our CSSP degigordunities do not generate the revel
we expect, we may be unable to compete effectiviie future

The market for differentiated mobile devices ishtygcompetitive and dynamic, with short end marketduct life cycles and rapid
obsolescence of existing products. To compete sgbady, we must obtain access to advanced faliwicatpacity and dedicate significant
resources to specify, design, develop, manufaetmdesell new or enhanced CSSPs that provide irnogadigher levels of performance, low
power consumption, new features, reliability and/@st savings to our customers. Due to the shoduymt life cycle of these devices our
revenue is subject to fluctuation in a short penbtime and our ability to grow our business defsean accelerating our design win activity.
We often make significant investments in CSSP diwbs platform development, selling and marketitang before we generate revenue, if
any, from our efforts. The markets we are targetyqically have higher volumes and greater pricspure than our traditional business. In
addition, we quote opportunities in anticipatiorfutiire cost reductions and may aggressively iogucts to gain market share. In order to
react quickly to opportunities or to obtain favdeatvafer prices, we make significant investmentarid commitments to purchase inventories
and capital equipment before we have firm commitmé&om customers.

We expect our business growth to be driven by CS&RECSSP revenue growth needs to be strong eriougihieve profitability
while offsetting expected declines in other paftswr business. The gross margin associated witltC&BPs and new products is generally
lower than the gross margin of our mature produdis, primarily to the price sensitive nature of tiiggher volume mobile consumer
opportunities that we are pursuing with CSSPsutfroature product revenue were to decline morekfjutban expected, it could have a
significant effect on our results of operations andh flows. Because the product life cycle of neproducts is short, we must replace reve
at the end of a product life cycle with sales froew design opportunities. In addition, sales of mature product family could decline if
competitors replace us in these design opportgnitéhile we expect revenue and gross profit grdwtimn CSSPs will offset the expected
decline in revenue and gross profit from our mapraducts, there is no assurance whether or whemvih occur. In order to grow our reven
from its current level, we are dependent upon meed revenue from our existing products, espedZli$Ps based on our ArcticLink and
PolarPro solution platforms, and the developmer@®EPs, additional new products and solutions.

If (i) we are unable to design, produce and sell &S SPs that meet design specifications, addresteroer requirements and generate
sufficient revenue and gross profit; (i) marketdnd for our CSSPs and other products fails to miaditee; (iii) we are unable to obtain
adequate fabrication capacity on a timely basig;wie are unable to develop CSSPs or solutiongimely manner; or (v) our customers do
successfully introduce products incorporating cenvides, our revenue and gross margin will be meltgriarmed, our liquidity and cash flows
will be materially affected, we may be requiredmdte-off related inventories and long-lived assatshere may be other adverse effects on our
business or the price of our common stock.

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

Due to our relatively long product delivery cycledathe inability of our customers in the rapidiyoling mobile market to confirm
product requirements on a timely basis, we may hawevisibility to product demand in any given qgter If our customers cannot provide us
with accurate delivery lead times, we may not be &bdeliver product to our customers in a timfalghion. Furthermore, our ability to resp¢
to increased demand is limited to inventories amdhar on order, the capacity available at our @attmanufacturers and our capacity to
program products to customer specifications. Iffaikto
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accurately estimate customer demand, record reyenufeour available capacity is less than neeidenheet customer demand, our results of
operations could be harmed and our stock pricedcmaterially fluctuate.

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

A few end-customers can represent a significartiguoof our total revenue in a given reporting pdrand the likelihood of this
occurring will increase as we continue to targetkatleading manufacturers of high volume mobilplaations. As in the past, future demand
from these customers may fluctuate significanthyrfrquarter to quarter. These customers typicathgoproducts with short requested delivery
lead times, and do not provide a commitment to lpase product past the period covered by purchagesyiwhich may be rescheduled or
canceled. In addition, our manufacturing lead timeslonger than the delivery lead times requesyetthiese customers, and we make
significant purchases of inventory and capital exjieires in anticipation of future demand. If reuerfrom any significant customer were to
decline substantially, we may be unable to offsit decline with increased revenue and gross méirgin other customers and we may
purchase excess inventories. These factors coultedg harm our business.

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

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

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

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

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

We depend upon third parties to fabricate, assenbst and program our products, and they may disnae manufacturing our products, fail
to give our products priority, be unable to sucéethys manufacture our products to meet performanodyume or cost targets, or inaccurately
report inventories to us

We contract with third parties to fabricate, asslemtest and program our devices. In general, e&olr devices is fabricated,
assembled and programmed by a single suppliertrenidss of a supplier, transfer of manufacturimg new location, expiration of a supply
agreement or the inability of our suppliers to mfasture our products to meet volume, performanaality and cost targets could have a
material adverse effect on our business. Our oalaliip with our suppliers could change as a refudtmerger or acquisition. If for any reason
these suppliers or any other vendor becomes uahiswilling to continue to provide services of aptable quality, at acceptable costs and in
a timely manner, our ability to operate our busin@sdeliver our products to our customers couldderely impaired. We would have to
identify and qualify substitute suppliers, whichuttbbe time consuming, difficult and result in urdseen operational problems, or we could
announce an end-of-life program for these produdtsrnate suppliers might not be available to iedile, assemble, test and program our
devices or, if available, might be unwilling or Ur@to offer services on acceptable terms. In &idiif competition for wafer manufacturing
capacity increases, if we need to migrate to mdvaaced wafer manufacturing technology, or if cotitip@ for assembly services increases,
we may be required to pay or invest significant ants to secure
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access to this capacity. The number of companastiovide these services is limited and some efithave limited operating histories and
financial resources. In the event our current sepplefuse or are unable to continue to proviésehservices to us, or if we are unable to
secure sufficient capacity from our current supplin commercially reasonable terms, we may belanalprocure services from alternate
suppliers in a timely manner, if at all. Moreoveuy reliance on a limited number of suppliers sctsj@is to reduced control over delivery
schedules, quality assurance and costs. This lfaotrdrol may cause unforeseen product shortagesagrincrease our cost to manufacture
test our products, which would adversely affect @pgrating results and cash flows.

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

Our new products are manufactured in TowerJazaisdiy facility. We believe that TowerJazz's lalegm operation of this fabricati
facility depends on its ability to attract suffintecustomer demand, to obtain additional financtodncrease capacity, to obtain the release of
grants and approvals for changes in grant progfeonsthe Israeli government's Investment Centeritmdbility to remain in compliance with
the terms of its grant and credit agreements. Tineot political uncertainty and security situatiarthe Middle East where TowerJazz's
fabrication facility is located, the cyclical natuof the market for foundry manufacturing serviceswerJazz's financial condition, or other
factors may adversely impact TowerJazz's businesppcts and may discourage future investmentsivefJazz from outside sources. The
value of our investment in TowerJazz may also heestly affected by a deterioration of conditiomsbe market for foundry manufacturing
services, the market for semiconductor productsyéfdazz's financial health and TowerJazz's alidityemain in compliance with Nasdaq
listing standards.

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

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

If we fail to adequately forecast demand for ousgarcts, we may incur product shortages or excesgymt inventorie:

Our agreements with certain suppliers require ysawide forecasts of our anticipated manufactudrdgers, and place binding
manufacturing commitments in advance of receiviagchase orders from our customers. We are limitezlir ability to increase or decrease
our forecasts under such agreements. Other mantgesisupply us with product on a purchase ordsisb@he allocation of capacity is
determined solely by our suppliers over which weehao direct control. Additionally, we may placelers with our suppliers in advance of
customer orders to allow us to quickly respondhianging customer demand or to obtain favorableymbdosts. Furthermore, we provide our
suppliers with equipment which is used to programmroducts to customer specifications. The prognérg equipment is manufactured to our
specifications and has significant order lead tinfé®se factors may result in product shortagexoess product inventories. Obtaining
additional supply in the face of product, programgnéquipment or capacity shortages may be costlypbpossible, especially in the short
term since most of our products and programmingpeaent are supplied by a single supplier. Our failto adequately forecast demand for
products could materially harm our business.

Our approach to developing solutions for potertiedtomers involves developing CSSPs for and algyoiur roadmap with applicatis
processor and flash memory vendors. We have enigti@thformal partnerships with other parties timolve the development of solutions
that interface with their devices or standards.sehieformal partnerships also may involve joint keding campaigns and sales calls. If our
solutions are not incorporated into customer prtgjutour partners discontinue production of degrate our solution into their product
offerings, or if the informal partnerships do nod\y as expected or if they are significantly redlioe terminated by acquisition or other me:i
our revenue and gross margin will be materiallynedt and we may be required to write-off relatecimeries and long-lived assets.
Fluctuations in our manufacturing processes, yiaft$ quality, especially for new products, may éase our costs.

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

Yield fluctuations frequently occur in connectioitwthe manufacture of newly introduced productghwhanges in product
architecture, with manufacturing at new facilities, new fabrication processes or in conjunctiomwigw backend manufacturing processes.
Newly introduced solutions and products are oftemertomplex and more difficult to produce, incregsihe risk of manufacturing relat
defects. New manufacturing facilities or procesmesoften more complex and take a period of timectdeve expected quality levels and
manufacturing efficiencies. While we test our produincluding our software development tools, they still contain errors or defects that
are found after we have commenced commercial ptatudJndetected errors or defects may also résarit new manufacturing processes or
when new intellectual property is incorporated iatw products. If our products or software develeptrtools contain undetected or unreso
defects, we may lose market share, experience slelay loss of market acceptance, reserve or snregmtories or be required to issue a
product recall. In addition, we would be at riskppbduct liability litigation if defects in our pdacts were discovered. Although we attempt to
limit our liability to end users through disclaimenf special, consequential and indirect damagédssamilar provisions, we cannot assure you
that such limitations of liability will be legallgnforceable.

Our business could be adversely affected by thenibavy rebalancing within the supply channels femgconductos

During the second half of 2010, semiconductor camgsabegan to experience a reduction in stesrt: visibility into product deman
Reduced visibility to product demand makes us nsaseeptible to schedule changes that may pushlistpments between quarters.
Reduced demand visibility and shorter component teaes may cause inventory rebalancing in the lyuggannels where our new products
are sold and adversely affect our results of operatdue to a slowdown in demand for additional peaducts in 2011.

We have recently returned to profitability but havkistory of losses and cannot assure you thawviNeontinue to be profitable in the future

We had a history of losses having recorded a sstdd $9.8 million in 2009 and $9.4 million in 200%/e returned to profitability in
2010, but we cannot guarantee that we will contiauee profitable in the future.

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

Our operating results have varied widely in thet pasl are likely to do so in the future. In additiour past operating results may not
be an indicator of future operating results. Ouuirfe operating results will depend on many factord may fail to meet our expectations for a
number of reasons, including those set forth isehésk factors. Any failure to meet expectatioogld cause our stock price to significantly
fluctuate or decline.

Factors that could cause our operating resultitduate include, without limitation: (i) successfievelopment and market accepta
of our products and solutions; (ii) our abilitydocurately forecast product volumes and mix, armé$pond to rapid changes in customer
demand; (iii) changes in sales volume or expecigss/olume, product mix, average selling pricegroduction variances that affect gross
profit; (iv) the effect of end-of-life programs;)(& significant change in sales to, or the colbslity of accounts receivable from, our largest
customers; (vi) our ability to adjust our produeatures, manufacturing capacity and costs in resptimeconomic and competitive pressures;
(vii) our reliance on subcontract manufacturerspiarduct capacity, yield and quality; (viii) ourrapetitors' product portfolio and product
pricing policies; (ix) timely implementation of &fent manufacturing technologies; (x) errors iplgpg or changes in accounting and
corporate governance rules; (xi) the issuance oitygompensation awards or changes in the ternasiio$tock plan or employee stock
purchase plan; (xii) mergers or acquisitions; thie impact of import and export laws and regolai (xiv) the cyclical nature of the
semiconductor industry and general economic, mapditical and social conditions in the countnsere we sell our products and the related
effect on our customers, distributors and supplignsl (xv) our ability to obtain capital, debt firdng and insurance on commercially
reasonable termsAlthough certain of these factors are out of oumiediate control, unless we can anticipate and épgped with contingency
plans that respond to these factors, our businegsbm materially harmed.

We may encounter periods of industry wide semicetauwversupply, resulting in pricing pressurewadl as undersupply, resulting
in a risk that we could be unable to fulfill ourstamers' requirements. The semiconductor industsyhtistorically been characterized by wide
fluctuations in the demand for, and supply of pitsducts. These fluctuations have resulted in oistances when supply of and demand for
semiconductors has been widely out of balance nfinstry wide semiconductor oversupply could reisutevere downward pricing pressure
from customers. In a market with undersupply of afaaturing capacity, we would have to compete \étiger foundry and assembly
customers for limited manufacturing resources.uichsan environment, we may be unable to have adyats manufactured in a timely
manner, at a cost that
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generates adequate gross profit or in sufficieantjties. Since we outsource all of our manufaogiand generally have a single source of
wafer supply, test, assembly and programming forppaducts, we are particularly vulnerable to ssgpply shortages and capacity limitatic
As a result, we may be unable to fulfill orders amaly lose customers. Any future industry wide ouppdy or undersupply of semiconductors
could materially harm our business.

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

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

Our business could be adversely affected by the stmnomic recovery

The slow recovery from the 2009 downturn in generalldwide economic conditions may continue to eaaseduction in the
consumption of the products that use our devicasse the cancellation of or delay our customergiduction of new products using our
devices, disrupt supply chains and affect the fimgrhealth of our customers or suppliers. As stioh financial crisis may continue to
adversely impact our customer and supplier relatigrs, revenue level, product prices, the valueufinventories and long-lived assets,
reserves for excess and obsolete inventory, pragucapability, collectibility of accounts receiiabaccess to inventory or equipment at
suppliers and liquidity, which may materially haowr business. Additionally, our ability to accelss tapital markets may be severely
restricted at a time when we would like, or needdcso, which could have an impact on our flexipito pursue additional expansion
opportunities and maintain our desired level oerae growth in the future.

Problems associated with international businesgatpens could affect our ability to manufacture asell our product:

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

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

(i) staffing and managing foreign offices; (ii) naging foreign distributors; (iii) collecting amowsndue; (iv) political and economic instability;
(v) foreign currency exchange fluctuations; (vipoges in tax laws, import and export regulatioasffs and freight rates; (vii) timing and
availability of export licenses; (viii) supplyinggducts that meet local environmental regulatiams} (ix) inadequate protection of intellectual
property rights.

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

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

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

We face competition from companies that offer ASSlRsh as Cypress Semiconductor and Alcor Micro @ation. While it is
difficult to provide a unique solution through thee of ASSPs, ASSPs generally are cost effectaredstd products and have short lead times.
In certain design opportunities, ASSPs can be coethio achieve system design objectives. Manufaxgwof integrated application processors
often integrate new features when they introduse products. A system designer could elect the fisa dntegrated processor that includes
features offered in our CSSPs and/or a widely gedefeature of our CSSPs could be integrated imtonapetitor's ASSP. Companies such as
NEC supply ASICs, which may |
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purchased for a lower price at higher volumes gpttally have greater logic capacity, additionatfees and higher performance than our
products. Our inability to successfully competauity of the following areas could materially harnm business: (i) the development of new
products, CSSPs and advanced manufacturing tedjiasidii) the quality, power characteristics, penfiance characteristics, price and
availability of devices, programming hardware aoftvgare development tools; (iii) the ability to exgge with companies that provide
synergistic products and services; (iv) the incoaion of industry standards in our products ardtsms; (v) the diversity of product offerings
available to customers; or (vi) the quality andt@ffectiveness of design, development, manufaeguaind marketing efforts.

We may be unable to adequately protect our intelE@roperty rights and may face significant exgemas a result of future litigation

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

In the past, we have been, and we are currentiphind in litigation relating to our alleged infgement of third party patents or other
intellectual property rights. This type of litigati is expensive and consumes large amounts of reareag time and attention.

Because it is critical to our success that we comtito prevent competitors from copying our inn@rat, we intend to continue to se
patent and trade secret protection for our prodddte process of seeking patent protection canihg dnd expensive, and we cannot be certain
that any currently pending or future applicationid actually result in issued patents or that, eifgratents are issued, they will be of sufficient
scope or strength to provide meaningful protectioany commercial advantage to us. Furthermorerstimay develop technologies that are
similar or superior to our technology or designuai the patents we own. We also rely on trade spoogection for our technology, in part
through confidentiality agreements with our empkgjeconsultants and other third parties. Howebhesd parties may breach these agreement:
and we may not have adequate remedies for anytoreaany case, others may come to know about teriaéne our trade secrets through a
variety of methods. In addition, the laws of certtgrritories in which we develop, manufacture et sur products may not protect our
intellectual property rights to the same extenthaslaws of the United States.

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

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

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

We have entered into and, in the future, inteneinti@r into agreements that involve numerous rigik$ding the use of significant
amounts of our cash; diversion of resources framerodevelopment projects or market opportunities;aiility to collect amounts due under
these contracts; and market acceptance of relatetligts and solutions. If we fail to recover thetoaf these or other assets from the cash flow
generated by the related products, our assetbadtbme impaired and our financial results wouldhéened.

Our business is subject to the risks of earthquadider catastrophic events and business interamgtifor which we may maintain limited
insurance

Our operations and the operations of our suppéisFs/ulnerable to interruption by fire, earthqugb@wer loss, flood, terrorist acts a
other catastrophic events beyond our control. tiqadar, our headquarters are located near eaattejtault lines in the San Francisco Bay
Area. In addition, we rely on certain suppliersrtanufacture our products and would not be ableitdify an alternate supplier of our products
for several quarters. Our suppliers often holdificant quantities of our inventories which, in teeent of a disaster, could be destroyed. In
addition, our business processes and systems brerahble to computer viruses, break-ins and sindisruptions from unauthorized tampering.
Any catastrophic event, such as an earthquakeher oitural disaster, the failure of our compuystems, war or acts of terrorism, could
significantly impair our ability to maintain ourcerds, pay our suppliers, or design, manufactushir our products. The occurrence of any of
these events could also affect our customersjlalistrs and suppliers and produce similar disrugéffects upon their business. If there is an
earthquake or other catastrophic event near oufdueaters, our customers' facilities, our distridvsitfacilities or our suppliers' facilities, our
business could be seriously harmed.
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We do not maintain sufficient business interrupton other insurance policies to compensate ualiftwsses that may occur. Any
losses or damages incurred by us as a resultathatoophic event or any other significant uninddess could have a material adverse effe:
our business.

Our Shareholder Rights Plan, Certificate of Incorgtion, Bylaws and Delaware law contain provisidhat could discourage a takeover that
is beneficial to stockholders

Our Shareholder Rights Plan as well as provisidrmio Certificate of Incorporation, our Bylaws abélaware law could make it
difficult for a third party to acquire us, everdibing so would be beneficial to our stockholders.

If we do not maintain compliance with the listireguirements of the Nasdaqg Global Market, our comsatook could be delisted, which cot
among other things, reduce the price of our comstook and the levels of liquidity available to atiockholders

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

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

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

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

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

The Company, our directors and management have memed parties to lawsuits and may be subjectttoduitigation, which could result in
an unfavorable outcome and have a material adveffeet on our business, financial condition, reswolt operations, cash flows and the
trading price for our securities

The Company and certain of our directors and affiege named in a lawsuit relating to the initiablic offering laddering litigation.
We may become the subject of other private or gowent actions in the future. Litigation may be tioomsuming, expensive and disruptive to
normal business operations and the outcome oétitig is difficult to predict. Any expenses asstaibwith litigation or the outcome relating
any such actions could have a material adversetaffeour business, financial condition, resultgpérations, cash flows and the trading price
for our securities.

ITEM 1B.UNRESOLVED STAFF COMMENTS
Not applicable.

ITEM 2.PROPERTIES

Our principal administrative, sales, marketingeggsh and development and final testing facilitiotsated in a building of
approximately 42,600 square feet in Sunnyvale f@alia. This facility is leased through Decembel20We have
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subleased approximately 8,000 square feet of #uitityy through December 2012. Our research ane@ldgwnent facility in Toronto, Canada,
consisting of approximately 2,059 square feete&séd through February 2013. We lease a 4,500estparfacility in Bangalore, India for the
purpose of software development. This facilitysaded through November 2013. We also lease offi@eesin Shanghai, China; Taipei,
Taiwan; and London, England. We believe that oustig facilities are adequate for our current reeed
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ITEM 3. LEGAL PROCEEDINGS
Initial Public Offering Securities Litigation

On October 26, 2001, a putative securities classrawas filed in the U.S. District Court for the@hern District of New York agair
certain investment banks that underwrote QuickLedittial public offering, QuickLogic and some QliickLogic's officers and directors. The
complaint alleges excessive and undisclosed conons# connection with the allocation of sharesa@fimon stock in QuickLogic's initial
and secondary public offerings and artificially iigrices through “tie-in” arrangements which regdithe underwriters' customers to buy
shares in the aftermarket at pre-determined piicemlation of the federal securities laws. Pldfstseek an unspecified amount of damages on
behalf of persons who purchased QuickLogic's spaskuant to the registration statements betweeab@ctl4, 1999 and December 6, 2000.
Various plaintiffs have filed similar actions ags®y virtually identical allegations against ové&l3other public companies, their underwriters,
and their officers and directors arising out offeaompany's public offering. These actions, inalgdihe action against QuickLogic, have been
coordinated for pretrial purposes and captiolmet Initial Public Offering Securities Litigatigrel MC 92, or IPO Securities Litigation.

The parties have reached a global settlement ditth&tion. Under the settlement, the insurerstarpay the full amount of settlement
share allocated to the Company, and the Compatypeal no financial liability. The Company and titeer defendants will receive complete
dismissals from the case. Certain objectors hded fippeals. No hearing date has been set. The &oynafid not accrue any amounts relate
the proposed settlement because it was not redygoestbnable.

Patent Infringement Litigation

On August 31, 2009, Xpoint Technologies, Inc., sdrthe Company with a complaint for patent infrimgat. T complaint was filed in
the U.S. District Court for the District of Delaveaagainst the Company and a number of other defé¢rcdapanies in the mobile phone
market. The complaint alleges wrongful manufacirimsing, selling or offering to sell products thrdtinge patent number 5,913,028 (the
“'028 Patent”) pertaining to a direct data-deliveystem and method for program-controlled, ditesntsfer of data along a bus or data pathway
between peer input/output devices in a data-praogspparatus or network. Plaintiff seeks a preimny and permanent injunction enjoining
Defendants from further infringement of the claiofishe patent, an unspecified amount of damagesngpensate for Defendants' infringem
and treble damages based on Defendants' copyingitifud infringement of the '028 Patent. On Sept@m?21, 2009, Plaintiff served the
Company with a Second Amended Complaint for Pdtéringement and on October 19, 2010, Plaintifédila motion seeking leave to file a
Third Amended Complaint against the Defendants. Cbmpany has opposed Plaintiff's motion to amendt Biscovery is scheduled to enc
March 31, 2011 and trial is currently scheduledMiaty 7, 2012. The Company believes it has meriteridefenses and intends to defend the
action vigorously.

An estimate of the possible loss or possible rarfdess associated with the resolution of thesdingancies cannot be provided with
certainty or with confidence, and therefore noreate is provided and the Company has not recordiedikty.

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

ITEM 4. RESERVED
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PART I

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

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

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

High Low

Fiscal Year Ending January 2, 2011:

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

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

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

First Quarter (through April 4, 2010) $ 29¢ % 1.9¢
Fiscal Year Ending January 3, 2010:

Fourth Quarter (through January 3, 2010) $ 324 % 1.4¢€

Third Quarter (through September 27, 2009) $ 164 $ 1.1C

Second Quarter (through June 28, 2009) $ 18t $ 1.2F

First Quarter (through March 29, 2009) $ 167 $ 0.57

Stockholders

The closing price of our common stock on the Nag@kxpal Market w as $4.81 per share on March 71204s of March 7, 2011 ,
there were 38,309,051 shares of common stock owlisig that were held of record by 227 stockhold&he actual number of stockholders is
greater than this number of holders of record sthissnumber does not include stockholders whoaeeshare held in trust by other entities.

Dividend Policy

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

Equity Compensation Plan Information

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

Shelf Registration

On August 21, 2009, the Company filed a shelf tegfion statement on Form&-which was declared effective on September 29.
On November 17, 2009, the Company issued 4,305082&s of common stock and warrants to purchase aip aggregate of 3,229,446 sh
of common stock in a registered direct offering emithe shelf registration statement. The commocksaod warrants were issued in units (the
“Units”), with each Unit consisting of (i) one sleanf common stock and (ii) a warrant to purcha3® 0f a share of common stock, at a
negotiated purchase price of $1.45 per Unit. Then@amy received net proceeds from the offering 05 $illion, net of placement agent's fees
and other offering expenses of $0.8 million. Unither shelf registration statement, the Company tesability to raise up to an additional $1
million through September 1, 2012. There can bassurance that such capital will be available omseacceptable to the Company.

Stock Performance Graph
The following graph compares the cumulative togsilim to stockholders of our common stock from Deloer 31,
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2005 to December 31, 201@the cumulative total return over such periodipthe S&P 500 Index and (ii) the S&P Semicondustmdex. Th
graph assumes that $100 was invested on Decemp20@3 in QuickLogic's common stock and in eacthefother two indices and the
reinvestment of all dividends, if any, through Dexdeer 31, 2010 .

The information contained in the Performance Grstpdil not be deemed to be “soliciting materialtmbe “filed” with the SEC, nor
shall such information be incorporated by referente any future filing under the Securities Actl&33, as amended, or the Securities
Exchange Act of 1934, as amended, except to thenettiat QuickLogic specifically incorporates it tgference into any such filing. The graph
is presented in accordance with SEC requiremetaskBolders are cautioned against drawing any ceimrhs from the data contained therein,
as past results are not necessarily indicativeitoiré performance.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN"

Among QuickLogic Corporation, the S&F 500 Index
andthe S&P Semiconductors Index
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*2100 invested on12/31/05 in stock or index, inchuding reinvestment of dividends.
Fiscal year ending December 31,

Copynght® 2041 S&P, a divizion of The McGraw-Hill Companiss Inc. All rights resenved:
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ITEM 6. SELECTED FINANCIAL DATA

Fiscal Years

2010 2009 2008 2007 2006W
(in thousands, except per share amount)

Statement of Operations:

Revenue $ 26,19¢ $ 15,07« $ 3191C % 34,417 % 34,92«
Cost of revenue 9,60¢ 7,71F 14,94: 19,41( 17,73¢
Long-lived asset impairmefit — 15C 1,54¢ — —
Gross profit 16,59( 7,20¢ 15,42¢ 15,00 17,18¢
Operating expenses:

Research and development 7,45¢ 6,20: 8,18t 9,517 9,30:

Selling, general and administrative 10,07: 10,61° 14,04¢ 17,16: 18,06:

Long-lived asset impairmeftt — — 46¢ — —

Restructuring costd — 59 50z — —
Income (loss) from operations (941) (9,670 (7,780 (11,679 (20,180

Write-down of investment in TowerJazz

Semiconductor Ltd® — — (1,399 — —

Gain on sale of TowerJazz Semiconductor L

shareg® 99z
Interest expense (67) (93 (225) (280) (329)
Interest income and other, net (46) (54) (6) 894 1,36¢
Income (loss) before income taxes (62) (9,817 (9,409 (11,059 (9,149
Provision for (benefit from) income taxes (184) (63 (59 75 71
Net income (loss) $ 12z 3 (9,759 $ (9,355 $ (11,139 $ (9,219
Net income (loss) per share:

Basic $ 0.0C $ 032 $ 032 ¢ (0.38) ¢ (0.32)

Diluted $ 0.0C $ 032 $ 032 ¢ (0.3¢) ¢ (0.32)
Weighted average shares:

Basic 35,72¢ 30,73¢ 29,65 29,04 28,48t

Diluted 39,03¢ 30,73¢ 29,65 29,04: 28,48t

January 2, January 3, December 28, December 30, December 31,
2011 2010 2008 2007 2006
(in thousands)

Balance Sheet Data:

Cash and cash equivalents $ 21,95¢ $ 18,19 $ 19,37¢ % 20,86¢ $ 24,62:
Working capital 26,93 18,09" 17,40° 22,27¢ 28,69¢
Total assets 33,62¢ 27,60 28,42¢ 41,42 50,23t
Long-term obligations, excluding current

portion — 264 — 2,521 1,61¢
Total stockholders' equity 29,31: 21,25¢ 21,86: 29,01¢ 37,36¢
@) The Company adopted the provisions to record shaded compensation beginning fiscal year 2006 Naées 2 and 11 in Part Il,

Item 8 of this Form 10-K.
@ Long-lived asset impairment in 2009 consisted $150,000 non-cash charge relating to the write-dofithe carrying value of the

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

©) Write-down of marketable securities consisted nba-cash charge of $1.4 million in 2008 for theterdown of our equity investme
in TowerJazz Semiconductor Ltd. to fair value.
4) Restructuring costs of $59,000 and $502,000 in 20@D2008, respectively, consisted of additionaésmnce benefits relating to the

restructuring costs that occurred in the secondteuaf 2008.
® During the first quarter of 2010, the Company s&€,000 of TowerJazz ordinary shares which resutftedgain of $993,00
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ITEM7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

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

Overview

We develop and market low power customizable semdigotor solutions that enable customers to adddifferentiated features to,
extend battery life in, and improve their visuapexence with their mobile, consumer and entergiselucts. Our targeted mobile market
segments include Tablets, Smartphones, Broadbaoes&data cards, Secure Access Data cards, andeMtierprise. We are a fabless
semiconductor company designing Customer Spediéindard Products, or CSSPs, which are completérogs-specific solutions that
include a combination of silicon solution platforn®oven System Blocks, or PSBs; customer-spdoaific; software drivers; and firmware.
Our main platform families, ArcticLink and PolarRare standard silicon products. PSBs are develwpedmerous categories including Vic
and Imaging, Storage, Intelligence, Networking &edurity. PSBs that have been developed and thatvailable to customers include our
Visual Enhancement Engine, or VEE, and Display Rd®imizer, or DPO, technologies; SDHD/eMMC Hostn@ollers; USB 2.0 On-The-
Go with PHY; MDDI Client with PHY; High Speed UARTRulse Width Modulators; SPI and 12C hosts, dig@gecific functions such as
RGB-split and Frame Recyclers; and Data Performafeneager, or DPM, for accelerated sideloading times

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

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

We have transitioned from being a broad-based smpqi FPGA devices to being a supplier of CSSR®rter to grow our revenue
from its current level, we will be dependent uppareased revenue from our new products includingtiag new product platforms and
platforms still in development. We expect our basmgrowth to be driven by CSSPs and our CSSPuewgowth needs to be strong enough
to enable us to sustain profitability while we dooe to invest in the development, sales, and ntiaik@f our new solution platforms, PSBs
and CSSPs. The gross margin associated with ouP€83yenerally lower than the gross margin offRGA products, due primarily to the
price sensitive nature of the higher volume mobdasumer opportunities that we are pursuing witisES

During 2010, we generated total revenue of $26IRamiwhich represents a 74% increase over 2009.rf@w product revenue was
$9.4 million which represents a 93% increase 0@&92vhile our mature product revenue was $16.8anillvhich represents a 65% increase
over 2009. We ended 2010 shipping our new prodotisfour out of our five target mobile market segts with the largest increase in the
broadband wireless data card segment. Althoughawwecentinued demand for our mature products in 2@&0anticipate that our revenue fr
mature products will decline. As a cash conservati@asure while our CSSP business continues tongamnentum, we implemented a salary
reduction program during the second half of 2008 the first half of 2010. This measure was endeathduhe second half of 2010. Overall,
reported a net income of $0.1 million for 2010.

Critical Accounting Policies and Estimates

The methods, estimates and judgments we use igiagpiur most critical accounting policies haveagngicant impact on the results
we report in our consolidated financial statemehte SEC has defined critical accounting policiesh@se that are most important to the
portrayal of our financial condition and resultsoplerations and require us to make our most diffenod subjective judgments, often as a result
of the need to make estimates of matters thanéexréntly uncertain.
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Based on this definition, our critical policies inde revenue recognition including sales returrsalwances, valuation of inventories
including identification of excess quantities amdduct obsolescence, allowance for doubtful acaywaluation of investments, valuation of
long-lived assets, measurement of stbekked compensation, accounting for income taxesestimating accrued liabilities. We believe tha
apply judgments and estimates in a consistent mamukethat such consistent application resultoimsolidated financial statements and
accompanying notes that fairly represent all periptsented. However, any factual errors or efrotisese judgments and estimates may have
a material impact on our financial statements.

Revenue Recognitic

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

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

Prior to the first quarter of 2009, our agreemaeyvith distributors allowed for price adjustments amdthe case of unprogrammed
parts, certain rights of return on unsold invergsriDuring the fourth quarter of 2008 and the fixgarter of 2009, we renegotiated our
agreements with our distributors. Under the neveagrents, post shipment price adjustments suchipgr8in Stock and Debits, or SSD, have
been eliminated and parts held by the distributay ime returned for quality reasons only under tamdard warranty policy. Revenue was
recognized upon the shipment of programmed andogmpmmed parts to distributors throughout 2010.

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

Valuation of Inventories

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

Our semiconductor products have historically hadrumsually long product life cycle and obsolescdma® not been a significant
factor in the valuation of inventories. Howeveryvas pursue opportunities in the mobile market amtioue to develop new products, we
believe our product life cycle will be shorter @ndrease the potential for obsolescence. We atpaady review the cost of inventories against
estimated market value and record a lower of costarket reserve for inventories that have a cosiicess of estimated market value, which
could have a material impact on our gross margihiaventory balances based on additional write-dotemet realizable value or a benefit
from inventories previously written down.

Estimating Allowance for Doubtful Accoul

We estimate uncollectible accounts receivable eth eaporting period, which could have a materifd@fon our reported accounts
receivable balance and operating expenses. Sglificve analyze our aging of accounts receivadikéing into consideration our bad debt
history, customer payment history, customer comaeéinh, customer credit-worthiness and current eoda trends when evaluating the
adequacy of the allowance for doubtful accounts.
Valuation of Investments

At January 2, 2011 , we held 645,000 availableste TowerJazz ordinary shares valued at approziyn$0.9
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million , all of which was recorded as a short-ténvestment. Our investment is marked to markedanbalance sheet at the end of each
reporting period with the change in unrealized reaikkalue reflected in our consolidated statememwbafiprehensive income. If the market
value of the shares were to decline below the gagryalue and if the decline is determined to baéo than temporary,” we would record a
write-down of marketable securities as a chargautostatement of operations and reduce the carmahge of the shares.

The TowerJazz shares which we purchased in 2002@02 were obtained at an average price of $1284lpare and $5.46 per shi
respectively. We wrote down the cost of these shdoe to declines in their market value that wemined to be “other than temporary” by
$15.1 million between 2001 and 2008. This detertinancluded factors such as market value ang#red of time that the market value t
been below the carrying value. In 2010 , we hadteending balance of an unrealized gain of $0.8anil The carrying value of the TowerJazz
ordinary shares was $1.41 per share as of the fe2@il6 .

Valuation of Long-Lived Assets
We assess whether the value of identifiable intalegiand long-lived assets, including property egdipment and prepaid wafer

credits, has been impaired annually and whenewets\or changes in circumstances indicate thatdhging value of an asset or asset group
may not be recoverable. Factors we consider impbvthich could trigger an impairment review inclutie following:

. significant undeperformance relative to historical or projectedifetrevenue and operating resi
. significant changes in expected demand for theedlproduct:

. significant changes in the manner of our use dherexpected cash flow from the as:

. significant changes in the strategy for our ovevaliness; ar

. significant negative economic events or trendscéifig our busines

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

Stock-Based Compensation

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

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

In addition to the assumptions used in the BlackeS8s pricing model, the amended authoritative guég requires that we recognize
compensation expense only for awards ultimatelyeetqul to vest; therefore we are required to devatopstimate of the historical pre-vest
forfeiture experience and apply this to all stoasdéd awards. The fair value of restricted stockrdsyar RSAs, and restricted stock units, or
RSUs is based on the closing price of our commaocksbn the date of
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grant. RSA and RSU awards which vest with servieeeapensed over the requisite service period. REARSU awards which are expecte
vest based on the achievement of a performanceagea@xpensed over the estimated vesting periodedidarly review the assumptions used
to compute the fair value of our stobksed awards and we revise our assumptions aspajgpeo In the event that assumptions used to cte
the fair value of our stock-based awards are @&ermined to be inaccurate or if we change owrraptions significantly in future periods,
stock-based compensation expense and our resufseddtions could be materially impacted. See Natef our consolidated financial
statements.

Accounting for Income Tax

As part of the process of preparing our finandatesments, we are required to estimate our incaxestin each of the jurisdictions in
which we operate. This process involves estimatimgactual current tax exposure together with a&isgsemporary differences resulting from
different tax and accounting treatment of itemshsass deferred revenue, allowance for doubtful aetsy the impact of equity awards,
depreciation and amortization and employee relatetduals. These differences result in deferrecssets and liabilities, which are includec
our balance sheets. We must then assess the tikelihat our deferred tax assets will be recovéad future taxable income and to the ex
we believe that recovery is not likely, we mustaetish a valuation allowance. To the extent weldisia a valuation allowance or increase this
allowance in a period, we must include an experig@mthe tax provision in the statement of opemasi.

Significant management judgment is required in mhet@ing our provision for income taxes, our defdrtax assets and liabilities and
any valuation allowance recorded against our nigrokl tax assets. Our deferred tax assets, cogsjgtimarily of net operating loss
carryforwards, amounted to $52.9 million as of ¢énel of 2010 . We have also recorded a valuatiawalhce of $52.8 million as of the end of
2010 due to uncertainties related to our abilitytitize our deferred tax assets before they exfine valuation allowance is based on the
uncertainty of our estimates of taxable income taedperiod over which we expect to recover our idefetax assets.

Estimating Accrued Liabilitie
We review our accounts payable and accrued lisdslat the end of each reporting period and ad@biities as appropriate. During

this analysis, we consider items such as manufiagtactivity, commitments made to or the level ofiwty with vendors, payroll and other
employee-related commitments, historic spendindgkted spending and anticipated changes in theo€sstvices.
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Results of Operations

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

Fiscal Years
2010 2009 2008

Statement of Operations:
Revenue 100.C% 100.C% 100.C%
Cost of revenue 36.7% 51.2% 46.€ %
Long-lived asset impairment — % 1.C% 4.8%
Gross profit 63.2% 47.€% 48..%
Operating expenses:

Research and development 29.C% 41.2% 25.7%

Selling, general and administrative 38.4% 70.4% 44.1%

Long-lived asset impairment — % — % 1.5%

Restructuring costs — % 0.4% 1.€%
Income (loss) from operations 4.)% (64.2)% (24.9%
Write down of marketable securities — % — % (4.9%
Gain on sale of TowerJazz Semiconductor Ltd. 3.8% — % — %
Interest expense (0.9% 0.6)% (0.%
Interest income and other (expense), net (0.2)% (0.4)% (0.0%
Income (loss) before income taxes (0.9% (65.2)% (29.6%
Provision for (benefit from) income taxes (0.7% (0.4)% (0.9%
Net income (loss) 04% (64.6)% (29.9%

Fiscal Years
2010 2009 2008

Revenue by product family” (in thousands):

New products $ 9,38¢ $ 4,87 $ 8,10¢

Mature products 16,81 10,19° 23,80:

Total revenue $ 26,19¢ $ 15,07 $ 31,91(

@ For all periods presented: New products represautyzts introduced since 2005, and include Arctikl iArcticLink II, Eclipse™ II,
PolarPro, PolarPro II, and QuickPQl. Mature products include Eclipse, EclipsePIU&SHC “1, pASIC 2, pASIC 3, QuickFC,
QuickMIPS, QuickPCl, QuickRAM, and V3, as well as royalty revenue, programmiagitvare and software.

Comparison of Fiscal Years 2010 and 2009

Revenue The table below sets forth the changes in revéoiiscal year 2010 as compared to fiscal ye&920n thousands, except
percentage data):

Fiscal Years
2010 2009
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change

Revenue by product lin€:
New products $ 9,38¢ 36% $ 4,871 32% $ 4,511 93%
Mature products 16,81 64% 10,19 68% 6,61 65%

Total revenue $ 26,19¢ 10% $ 15,07« 10% $ 11,12¢ 74%
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@ For all periods presented: New products represamtyzts introduced since 2005, and include ArctikliArcticLink II, Eclipse™ II,
PolarPro, PolarPro Il, and QuickPQl. Mature products include Eclipse, EclipsePIW&SHC “1, pASIC 2, pASIC 3, QuickFC,
QuickMIPS, QuickPCIl, QuickRAM, and V3, as well as royalty revenue, programmiagitvare and software.

The increase in revenue was due to increases Industnew and mature product lines. The increasewm product revenue was
mainly driven by continued production shipmentsiefv CSSPs to the wireless broadband access ddtarmmdusecure access data card
segments during 2010. The increase in mature pteduenue primarily resulted from continued custodemand for pASIC 3 products. One
of our U.S. customers, purchasing primarily pASI@e¥ices, accounted for 11% and 10% of total regenuhe fiscal years of 2010 and 2Q09
respectively.

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

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

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

Fiscal Years
2010 2009
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change
Revenue $ 26,19¢ 10C% $ 15,07 10% $ 11,12¢ 74 %
Cost of revenue 9,60¢ 37% 7,71 52% 1,89« 25%
Long-lived asset impairment — —% 15C 1% (150 (200)%
Gross Profit $ 16,59( 63% $ 7,20¢ 47% $ 9,381 13C%

The $9.4 million increase in gross profit in 200campared to 2009 was mainly due to the increasevienue; a favorable variance
related to TowerJazz wafer purchases; a reducfiemaess and obsolescence inventory write-dowrsaad lower operation costs in 2010 as
compared to 2009. The sale of previously resemredritories reduced our cost of revenue by $580a0@0$399,000 in 2010 and 2009 ,
respectively.

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

Operating ExpensesThe table below sets forth the changes in opayatikpenses for fiscal year 2010 as compared talfigar 2009
(in thousands, except percentage data):
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Fiscal Years
2010 2009
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change
R&D expense $ 7,45¢ 29% $ 6,20: 41% $ 1,25¢ 20%
SG&A expense 10,07: 38% 10,617 7% (544) (5)%
Restructuring costs — —% 59 0% (59) (200%
Total operating expenses $ 17,531 67% $ 16,87¢ 111% $ 652 4%

Research and Development Expen®eir research and development expenses consistnilsiraf personnel, overhead and other costs
associated with engineering process improvemernagrammable logic design, CSSP design and softdewelopment. Research and
development expense was $7.5 million and $6.2onilih 2010 and 2009 , respectively, which repres@9% and 41% of revenue for those
periods. The $1.3 million increase in R&D expenge®010 as compared to 2009 is attributable prilpéoia $471,000 or 28% increase in
compensation expenses due to salary reinstatemém second half of 2010; a $346,000 or 26% irseréa outside services due to an
increased level of third party chip design cost$182,000 or 38% increase in depreciation expen$400,000 or 89% increase in occupancy
costs; a $97,000 or 86% increase in travel andtaimenent.

Selling, General and Administrative Expen&ur selling, general and administrative expensesisbprimarily of personnel and
related overhead costs for sales, marketing, fieaagministration, human resources and legal.ifeljeneral and administrative, or SG&A,
expense was $10.1 million and $10.6 million in 2@b@ 2009 , respectively, which represented 38%/@86lof revenue for those periods. T
$0.5 million decrease in SG&A expenses in 2010cmspared to 2009 resulted from our effort to reatigsources with our expected revenue
outlook and was primarily due to a $734,000 or 1d¥¢rease in compensation expenses due to a deardasslcount; a $245,000 or 16%
decrease in occupancy costs; a $185,000 or 82%akeein depreciation expense. These decreasepartiedly offset by a $587,000 or 26%
increase in outside services due to increased salemissions paid to third party sales represesgsti

Long-Lived Assets ImpairmeniDuring 2009 , we wrote down the carrying valud ofverJazz prepaid wafer credit by $150,000. As
of January 2, 2011, the Company had a zero carmahge for these wafer credits.

Restructuring Costdn the fourth quarter of 2009, we recorded addalarharges of $59,000 related to benefits paiénmminated
employees as part of our reduction of worldwidedeeant initiated in 2008. As of January 2, 2011rexhaining benefits have been paid.

Gain on Sale of TowerJazz Sharestha first quarter of fiscal year 2010, we sold D00, of the TowerJazz ordinary shares which
resulted in a realized gain of $993,000.

Interest Expense and Interest Income and Other, net

The table below sets forth the changes in Intdtgpense and Interest Income and Other, net for 28ldbmpared to 2009 :

Fiscal Years
2010 2009
(in thousands)
Interest expense $ 67 $ (93)
Interest income and other, net (46) (54)
$ (119 $ (1479)

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

We conduct a portion of our research and developmeivities in Canada and India and we have salelsmarketing activities in
various countries outside of the United States.tMbthese international expenses are incurreddallcurrency.
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Foreign currency transaction gains and lossesaheded in interest and other income (expense),asathey occur. We do not use derivative
financial instruments to hedge our exposure tadlatons in foreign currency and, therefore, osuhes of operations are and will continue to
be susceptible to fluctuations in foreign exchagaes or losses.

Provision for (Benefit from) Income TaxeBhe table below sets forth the changes in Provi&oBenefit from) Income Taxes for
2010 as compared to 2009 :

Fiscal Years
2010 2009
(in thousands)

Income tax provision (benefit) $ (184 $ (63)

The income tax benefits for 2010 and 2009 are piiynir our foreign operations which are cost-pkrgities offset by the
monetization of prior year federal research crediitsiluded within the benefit from income taxes 2610 was an out of period adjustment
relating to an intraperiod tax allocation resultfingm the unrealized gains on our investment in &&zz. The adjustment in 2010 had the
impact of increasing the benefit from income talxg$209,000 for the year.

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

As of the end of 2010 , we had net operating lassyforwards for federal and state tax purposespptoximately $97.1 million and
$42.7 million , respectively. These carryforwarflsot utilized to offset future taxable income andome taxes payable, will expire beginning
in 2011 for federal and state purposes.

Stock-Based CompensatioRor 2010 and 2009 , stock-based compensatioretb$2.4 million and $2.4 million , respectivelygdan
was included in the statement of operations asvdl|(in thousands):

Fiscal Years
2010 2009
Cost of revenue $ 16 $ 28C
Research and development 64t 57¢
Selling, general and administrative 1,60 1,52¢
Total costs and expenses $ 241t $ 2,38¢

In 2010 and 2009 , we granted RSUs in lieu of eashpensation. Total stock-based compensation cetatRSUs in lieu of cash was
$414,000 and $490,000 in 2010 and 2068spectively. We issued net shares for the veR&ds, withholding shares in settlement of empl
tax withholding obligations.

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

Comparison of Fiscal Years 2009 and 2008

Revenue The table below sets forth the changes in revéouiiscal year 2009 as compared to fiscal ye®8(0n thousands, except
percentage data):

Fiscal Years
2009 2008
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change
New products $ 4,871 32% $ 8,10¢ 25% $ (3,23]) (40)%
Mature products 10,19: 68% 23,80: 75% (13,60%) 5N%
Total revenue $ 15,07¢ 100% $ 31,91( 10% $ (16,83¢) (53)%
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The decline in revenue was due to declines in batmew and mature product lines. The decline im ppduct revenue was caused
by the expected end of life by a personal navigatievice, or PND, customer and by delays in newdgecbproduction ramp-up with several
major customers. The decline in mature productmaeegrimarily resulted from the general economievslown, which caused lower customer
demand for pASIC 3 and QuickRAM products. One af OLS. customers, purchasing primarily pASIC 3 desj accounted for 10% and 17%
of total revenue in fiscal years 2009 and 200§ eetvely.

Gross Profit. The table below sets forth the changes in grasftpor fiscal year 2009 as compared to fiscalry2@08 (in thousands,
except percentage data):

Fiscal Years
2009 2008
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change
Revenue $ 15,07< 10C% $ 31,91( 10(% $ (16,83¢) (53%
Cost of revenue 7,71¢ 52% 14,94: 47% (7,226 (48)%
Long-lived asset impairment 15C 1% 1,54t 5% (1,395 (90)%
Gross Profit $ 7,20¢ 47% $ 15,42¢ 48% $ (8,21%) (53)%

The decline in gross profit was mainly due to tkeelthe in revenue in 2009 as compared to 2008.gFbss profit decline during 2009
was partially offset by the decrease in long-lieadet impairment charge in 2009 as compared to; 2088ange in product mix towards mature
products which carry higher gross margins than pesducts; a reduction of excess and obsolescemsspmns in 2009 as compared to 2008;
and a change to favorable purchase price varianc309 from unfavorable purchase price varianne008. The sale of previously reserved
inventories reduced our cost of revenue by $399a0@D$611,000 in 2009 and 2008, respectively. Tiiezation of TowerJazz prepaid wafer
credit increased our cost of revenue by $157,0806206,000 in 2009 and 2008, respectively.

Operating ExpensesThe table below sets forth the changes in opeyaipenses for fiscal year 2009 as compared talfiggar 2008
(in thousands, except percentage data):

Fiscal Years
2009 2008
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change
R&D expense $ 6,20: 41% $ 8,18¢ 26% $ (1,982 (24)%
SG&A expense 10,617 70% 14,04¢ 44% (3,437) (24)%
Long-lived asset impairment — —% 46¢ 1% (46¢) (100)%
Restructuring costs 58 —% 50z 2% (443 (88)%
Total operating expenses $ 16,87¢ 111% $ 23,20¢ 7% $ (6,325) (27)%

Research and Development Expen®eir research and development expenses consistisiraf personnel, overhead and other costs
associated with engineering process improvementgrammable logic design, CSSP design and softdewelopment. Research and
development expense was $6.2 million and $8.2anilin 2009 and 2008, respectively, which represeaie2% and 25.7% of revenue for
those periods. The decrease in R&D expenses rgsuttarily from measures undertaken in the thirdrgger of 2008 to change certain
development activities to an on-demand, outsounsedel from an in-house, fixed cost model. As altesfithis decision, our research and
development staffing in Toronto, Canada was redulegihg the third quarter of 2008. The $2.0 milldecrease in R&D expenses in 2009 as
compared to 2008 is attributable primarily to a3illion or 43% decrease in compensation expedsedo reduced headcount; a $708,000 or
35% decrease in expense allocations to R&D sudhcilities and other corporate costs, a $173,000586 decrease in depreciation; offset by
an increase of $131,000 or 11% in outside servibies.increase in stock based compensation expessewe to the issuance of RSUs to
employees in lieu of 10% of their cash compensation

Selling, General and Administrative Expen&ur selling, general and administrative expensesisbprimarily of personnel and
related overhead costs for sales, marketing, fieamgministration, human resources and general geament. Selling, general and
administrative, or SG&A, expense was $10.6 milizvd $14.0 million in 2009 and 2008,
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respectively, which represented 70.4% and 44.1%\anue for those periods. The $3.4 million de@éasSG&A expenses in 2009 as
compared to 2008 resulted from our effort to realgsources with our expected revenue outlook aaslprimarily due to a $1.6 million or
24% decrease in cash compensation expenses adtafdéseadcount reductions; a $1.5 million or 48@erease in outside services such as
consulting, temporary help and legal, a $259,002886 decrease in travel and entertainment expeasdsa $248,000 or 14% decrease in
occupancy costs including rent, utilities and ise expenses. The increase in stock based contiparsgpense was due to the issuance of
RSUs to employees in lieu of 10% of their cash censation.

Long-Lived Assets ImpairmenRuring 2009, we wrote down the carrying value ofvErJazz prepaid wafer credit by $150,000. In the
second quarter of 2008, we recorded a $468,000llved asset impairment charge to operating expease result of our decision to
outsource design implementation activity, whictutesd in unutilized EDA software licenses.

Restructuring CostsIn the second quarter of 2008, we reduced ourdwoede headcount by approximately 30% in orderdaudr
fixed cost; enable a lower break-even revenue landloptimal profitability scaling with revenue wrth; provide greater headroom for
discretionary costs, resulting in the agility tague new product market opportunities; conservh bggeducing operating expenses; and
enable a quicker return to profitability. In contien with this decision, we recorded a $452,00@rvesuring charge for employee severance
benefits in the second quarter of 2008. In thetfoguarter of 2008 and the fourth quarter of 2008 recorded additional charges of $50,000
and $59,000 respectively, related to severancefitepaid to terminated employees.

Interest and Other Income (Expense), .nehe table below sets forth the changes in Intened Other Income (Expense), net, for 2009
as compared to 2008:

Fiscal Years
2009 2008
(in thousands)
Write down of marketable securities $ — $ (2,399
Interest expense (93 (225)
Interest income and other, net (54) (6)
$ 147 $ (1,629

In 2008, we determined that our investment in Tdaez had suffered a decline in value that was tdtien temporary.” This
determination included factors such as market vahdgethe period of time that the market value resntbelow the carrying value.
Accordingly, we recorded a write-down of $1.4 nailiin 2008 based on the quoted market price o$tiek on the last day of the reporting
period. As a result of this writdewn, the carrying value of the TowerJazz ordirdrgres was $0.13 per share as of the end of 20@8e Tver
no write-downs of marketable securities in 2009.

The decrease in interest expense is due primarilyet reduction of our average debt obligation2@$nillion in 2009 from $3.9
million in 2008. The decrease in interest incomeus primarily to the drop in investment yieldsvoe¢n 2008 and 2009.

We conduct a portion of our research and developmgivities in Canada and India and we have salelsmarketing activities in
various countries outside of the United States.tMbshese international expenses are incurreddallcurrency. Foreign currency transaction
gains and losses are included in interest incordeoétmer, net, as they occur. We do not use devigditnancial instruments to hedge our
exposure to fluctuations in foreign currency aheyréfore, our results of operations are and wiliticme to be susceptible to fluctuations in
foreign exchange gains or losses.

Provision for (Benefit from) Income TaxeBhe table below sets forth the changes in Provifo(Benefit from) Income Taxes for
2009 as compared to 2008:

Fiscal Years

2009 2008
(in thousands)

Income tax provision (benefit) $ 63 $ (54)

The income tax benefits for 2009 and 2008 are piiyngor our foreign operations which are cost-pergities offset
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by the monetization of prior year federal reseangtlits. As of the end of 2009, our ability to izl our income tax loss carryforwards in future
periods is uncertain and, accordingly, we havendzmba full valuation allowance against the reld#&itax asset. We will continue to assess
the realizability of deferred tax assets in futpegiods.

As of the end of 2009, we had net operating los/frawards for federal and state tax purposesppfaximately $100.5 million and
$40.4 million, respectively. These carryforwards)at utilized to offset future taxable income andome taxes payable, expired beginning in
2010 for federal and state purposes.

Stock-Based CompensatioRor 2009 and 2008, stoddased compensation totaled $2.4 million and $21Bomj respectively, and we
included in the statement of operations as follfwshousands):

Fiscal Years
2009 2008
Cost of revenue $ 28C % 267
Research and development 57¢ 517
Selling, general and administrative 1,52¢ 1,557
Total costs and expenses $ 2,38¢  § 2,341

In 2009 and 2008, we granted RSUs in lieu of cashpensation. Total stock-based compensation retatB$Us was $490,000 and
$570,000 in 2009 and 2008, respectively. We issidhares for the vested RSUs, withholding sharssttlement of employee tax
withholding obligations.

The amount of stock-based compensation includéavientories at the end of 2009 and 2008 was notrahiind there was no tax
effect on the financial statements for all peripdssented.

Liquidity and Capital Resources

We have financed our operating losses and capitaktments through sales of common stock, privgtiétyeinvestments, capital and
operating leases, bank line of credit and cash flom operations. As of January 2, 2011 , our ppaksources of liquidity consisted of our
cash and cash equivalents of $22.0 million , abélaredit under our revolving line of credit wililicon Valley Bank of $6.0 million , and our
investment in TowerJazz with a market value of epjpnately $0.9 million . As of January 2, 2011 #é& no material difference between the
fair value and the carrying amount of the debt tamding under the Company's line of credit andtehjfgasing arrangements. The borrowing
under the Company's line of credit is subject tantaéning a tangible net worth of at least $15.0Uion , unrestricted cash or cash equivalent
balance of at least $8.0 million and a quick rafi@-to-1. We plan to extend the term of the reirajwdebt facility which currently runs until
June 2011. Upon each advance, the Company careelaciable interest rate, which is the prime mtes one half of one percent, or a fixed
rate which is the LIBOR plus the LIBOR rate margivie were in compliance with all loan covenantsfahe end of the current reporting
period.

On August 21, 2009, the Company filed a shelf tegfion statement on Form&-which was declared effective on September 29:.
On November 17, 2009, the Company issued 4,305B82@s of common stock and warrants to purchase amp aggregate of 3,229,446 sh
of common stock in a registered direct offering emtthe shelf registration statement. The commocksaod warrants were issued in units (the
“Units”), with each Unit consisting of (i) one sleanf common stock and (ii) a warrant to purcha3® 0f a share of common stock, at a
negotiated purchase price of $1.45 per Unit. The@any received net proceeds from the offering of $8illion, net of placement agent's fees
and other offering expenses of $0.8 million. Unilier shelf registration statement, the Company asability to raise up to an additional $1
million through September 1, 2012. There can bassurance that such capital will be available omseacceptable to the Company.

Most of our cash and cash equivalents were invastadJ.S. Treasury money market fund rated AAAndA@ur interesbearing det
consisted of $0.4 million outstanding under cagéabkes (see Note 6 of the Consolidated Finantié®ents). During 2010, we sold 700,000
shares of the TowerJazz ordinary shares. As ofaigry 2011 , the 645,000 remaining shares ofowgstment in TowerJazz had a market
value of approximately $0.9 million .

Net Cash from Operating Activitit

In 2010 , net cash used for operating activities $@& 1 million and resulted from changes in workiagital offset by a net income of
$0.1 million which included $2.6 million in non-dasharges. These non-cash charges included writeslof
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inventories in the amount of $0.1 million to reflexcess quantities, depreciation and amortizaifayur long-lived assets of $1.2 million , and
stock-based compensation of $2.4 million . In additchanges in working capital accounts used c&§2.8 million as a result of an increase
in accounts receivable of $1.7 million , increas@iventory of $1.3 million , increase in otheretssof $0.1 million, and decrease in accounts
payable of $0.4 million . These cash uses weréghigroffset by an increase in accrued liabiliteasd other long term liabilities of $0.6 million.

In 2009, net cash used for operating activities $&3 million and resulted from a net loss of $®i8ion, which included $5.3 milliol
of non-cash charges. These non-cash charges inchadie-downs of inventories in the amount of $tidlion to reflect excess quantities,
depreciation and amortization of our long-livedeas®f $1.8 million, stock-based compensation o $illion, long-lived asset impairment of
$0.2 million, and a utilization of TowerJazz prapaiafer credits of $0.4 million. In addition, chasgn working capital accounts used cash of
$1.2 million as a result of a decrease in defeimedme and royalty revenue of $0.3 million, incie&ventories of $0.6 million, a decrease in
accrued liabilities of $0.4 million and an incre@s@accounts receivable of $0.7 million. These aasbs were partially offset by a decrease in
other assets of $0.4 million and an increase inats payable of $0.5 million due to the timingegpenditures and purchase of inventories at
the end of 2009.

In 2008, net cash provided by operating activiti@s $1.1 million and resulted from a net loss a#$illion, which included $10.0
million of non-cash charges. These non-cash changisded write-downs of inventories in the amoah$1.6 million to reflect excess
guantities, depreciation and amortization of omgldived assets of $2.2 million, stock-based conspéion of $2.3 million, long-lived asset
impairment of $2.0 million, write-down of marketalgecurities of $1.4 million and a decrease in Tdazz prepaid wafer credits of $0.4
million. In addition, changes in working capitalcacints provided cash of $0.4 million as a resuli decrease in deferred income and royalty
revenue of $0.7 million, decreased inventories28%nillion, a decrease in accrued liabilities 6f%million and a decrease in accounts pay
of $2.1 million due to the timing of expendituresgurchase of inventories at the end of 2008. &lbash uses were partially offset by a
decrease in other assets of $0.8 million and adsaeceivable of $0.8 million.

Net Cash from Investing Activiti

Net cash provided by investing activities for 2@t&s $0.3 million, resulting from proceeds from #ade of TowerJazz shares of $1.1
million, partially offset by $0.8 million in capitexpenditures made primarily to acquire manufastuequipment.

In 2009 and 2008 , net cash used for investinyities was $0.1 million and $0.5 million , respeety, as a result of capital
expenditures made primarily to acquire softwaralusehe development and production of our prodacis solutions.

Net Cash from Financing Activiti

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

In 2009, net cash provided by financing activitiess $4.6 million, resulting from payments of $9.0lion under the terms of our debt
and capital lease obligations, partially offset#i80 million in proceeds from the revolving lineagdit and $5.6 million of proceeds related to
the issuance of common shares under the registiext offering and to employees under the equing.

In 2008, net cash used for financing activities %24 million, resulting from payments of $4.3 noifi under the terms of our debt ¢
capital lease obligations, partially offset by $&hlion in proceeds from the revolving line of ditand $0.2 million of proceeds related to the
issuance of common shares to employees under tliy @tpns.

We require substantial cash to fund our businessieder, we believe that our existing cash resounékde sufficient to fund
operations and capital expenditures, and providgjaate working capital for at least the next twehanths. After the next twelve months, our
cash requirements will depend on many factorsuitioly our level of revenue and gross profit, thekegacceptance of our existing and new
products, the levels at which we maintain invem®®@and accounts receivable, costs of securing atca@slequate manufacturing capacity, new
product development efforts, capital expenditures the level of our operating expenses.
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Contractual Obligations and Commercial Commitments

The following table summarizes our contractual gédiions and commercial commitments as of the er&d0 and the effect such
obligations and commitments are expected to haveuotiquidity and cash flows in future fiscal pauls (in thousands):

Payments Due by Period

More than

Total Less than 1 year 1-3 Years 3 Years
Contractual cash obligations:
Operating leases $ 1,11:  $ 552 % 561 $ —
Wafer purchase$ 2,79( 2,79( — —
Other purchase commitments 1,381 1,381 — —
Total contractual cash obligations 5,28¢ 4,72¢ 561 —
Other commercial commitmerits
Capital lease obligations 40¢ 40¢ — —
Total commercial commitments 40¢ 40¢ — —
Total contractual obligations and commercial
commitments’ $ 569z % 5131 % 561 $% —

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

and pay for a portion of forecasted wafer volumeaf& purchase commitments of $2.8 million includéhtfirm purchase
commitments and a portion of our forecasted watatsas of the end of 2010 .

@ Other commercial commitments are included as lizslon our balance sheets as of the end of 2010

® Does not include unrecognized tax benefits of $7B#s of the end of 201(Bee Note !

Concentration of Suppliers

We depend on a limited number of contract manufacsy subcontractors, and suppliers for wafer &aion, assembly, programming
and testing of our devices, and for the supplyropmming equipment. These services are typigatlyided by one supplier for each of our
devices. We generally purchase these single otddrdgource services through standard purchasesoodender our agreement with TowerJ
Because we rely on independent subcontractorsrforpethese services, we cannot directly controdpict delivery schedules, costs or quality
levels. Our future success also depends on thediakviability of our independent subcontractdreese subcontract manufacturers produce
products for other companies and we must placersideadvance of expected delivery. As a resulthaxe only a limited ability to react to
fluctuations in demand for our products, which cocduse us to have an excess or a shortage otamiesnof a particular product, and our
ability to respond to changes in demand is limligdhese suppliers' ability to provide productshwiiie quantity, quality, cost and timeliness
that we require. The decision not to provide trees®ices to us or the inability to supply theseises to us, such as in the case of a natural or
financial disaster, would have a significant impactour business. Increased demand from other coegpaould result in these subcontract
manufacturers allocating available capacity to@usrs that are larger or have long-term supplyrasctg in place and we may be unable to
obtain adequate foundry and other capacity at aabkpprices, or we may experience delays or inpeion in supply. Additionally, volatility
of economic, market, social and political condian countries where these suppliers operate maypeedictable and could result in a
reduction in product revenue or increase our cbetwenue and could adversely affect our busirfessncial condition and results of
operations.

Off-Balance Sheet Arrangements
We do not maintain any off-balance sheet partnpsstarrangements or other relationships with unalateted entities or others, often

referred to as structured finance or special pwrgodities, which are established for the purpddadilitating off-balance sheet arrangements
or other contractually narrow or limited purposes.
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Recently Issued Accounting Pronouncements

In January 2010, the FASB issued updated guidaglated to fair value measurements and disclosudg@ish requires a reporting
entity to disclose separately the amounts of sicanift transfers in and out of Level 1 and Levea? ¥alue measurements and to describe the
reasons for the transfers. In addition, in the mned@tion for fair value measurements using sigaifit unobservable inputs, or Level 3, a
reporting entity should disclose separately infdiaraabout purchases, sales, issuances and settie(tigat is, on a gross basis rather than one
net number). The updated guidance also requir¢sthantity should provide fair value measureméstldsures for each class of assets and
liabilities and disclosures about the valuatiorhtéques and inputs used to measure fair valuedtir kecurring and non-recurring fair value
measurements for Level 2 and Level 3 fair valuesusaments. The updated guidance is effective terim or annual financial reporting
periods beginning after December 15, 2009, exaaphe disclosures about purchases, sales, isstiandesettlements in the roll forward
activity in Level 3 fair value measurements, whieh effective for fiscal years beginning after Daber 15, 2010 and for interim periods
within those fiscal years. The Company does noeekpdoption of the updated guidance to have ariahimpact on its consolidated results
operations or financial conditions. Accordingly, agopted this amendment in the quarter ended Ap#D10, except for the additional Leve
requirements that will be adopted in 2011.

In October 2009, the FASB amended the accountengsirds for revenue recognition to remove tangibdelucts containing software
components and non-software components that funttigether to deliver the product's essential fonetity from the scope of industry-
specific software revenue recognition guidancedhober 2009, the FASB also amended the accoustamglards for multiple deliverable
revenue arrangements to:

« provide updated guidance on whether multiple dedibkes exist, how the deliverables in an arrangeémsieould be separated, and how
the consideration should be allocated,;

e require an entity to allocate revenue in an arrerege using estimated selling prices of deliveraiflasvendor does not have vendor-
specific objective evidence of selling price ordhparty evidence of selling prices; and

» eliminate the use of the residual method and recpuirentity to allocate revenue using the relateléng price metho

The accounting changes included in this guidaneestiective for fiscal years beginning on or aftene 15, 2010, with early adoption

permitted. Adoption may either be on a prospedtiasis or by retrospective application. The Compaglieves the adoption on January 2, 2
of this guidance would not have a material impacite consolidated financial statements.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Interest Rate Risk

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

Foreign Currency Exchange Rate Risk

All of our sales and cost of manufacturing aredearted in U.S. dollars. We conduct a portion ofresearch and development
activities in Canada and India and have sales arétating offices in several locations outside & tnited States. We use the U.S. dollar as
our functional currency. Most of the costs incuragédhese international locations are in local @ncy. If these local currencies strengthen
against the U.S. dollar, our payroll and other l@goenses will be higher than we currently antitgp Since our sales are transacted in U.S.
dollars, this negative impact on expenses wouldeatffset by any positive effect on revenue. Ofiegeexpenses denominated in foreign
currencies were approximately 16%, 18%, and 24%taf operating expenses in 2010, 2009, and 2@3®ectively. A majority of these
foreign expenses were incurred in Canada. A cuyrerchange rate fluctuation of 10% would have cdure operating expenses to changt
approximately $287,000 in 2010.

Equity Price Risk

Our exposure to equity price risk for changes imkatvalue relates primarily to our investment imwierJazz. TowerJazz's ordinary
shares trade on the Nasdaqg Global Market undesytimbol “TSEM”. Since these securities are publichded on the open market, they are
subject to market fluctuations. Temporary markettillations are reflected by increasing or decregtbia presented value of the related
securities and recording “accumulated other conmgmeive income (loss)” in the equity section of ltladance sheet. An “other than temporary”
decline in market value is reflected by decreasfiregcarrying value of the related securities amdnmding a charge to operating expenses in the
income statement. We wrote down the value of theefdazz shares due to an “other than temporanjingein their market value by $15.1
million between 2001 and 2008. The determinati@t the decline in market value was “other than teragy” included factors such as the tt
current market value and the period of time thatrttarket value had been below the carrying valaoh of the respective periods. In 2010 ,
we had a net ending balance of an unrealized g&$0.6 million. The carrying value of the TowerJawdinary shares was $1.p&r share as
the end of 2010 .

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

In our opinion, the consolidated financial statetadisted in the accompanying index present faifyall material respects, the
financial position of QuickLogic Corporation and gubsidiaries at January 2, 2011 and Januaryl®,,2dhd the results of its operations anc
cash flows for each of the three years in the pegimded January 2, 2011 in conformity with accaunfirinciples generally accepted in the
United States of America. In addition, in our opimj the financial statement schedule listed uniden L5 (a) (2) presents fairly, in all material
respects, the information set forth therein whexdr@ conjunction with the related consolidatedficial statements. Also in our opinion, the
Company maintained, in all material respects, ¢éffednternal control over financial reporting asJanuary 2, 2011 , based on criteria
established in Internal Control-Integrated Framdwssued by the Committee of Sponsoring Organinatif the Treadway Commission
(COSO0). The Company's management is responsibtbdse financial statements and financial statemsemgdule, for maintaining effective
internal control over financial reporting and fts assessment of the effectiveness of internalaloNer financial reporting, appearing under
item 9A. Our responsibility is to express opiniamsthese financial statements, on the financiaéstant schedule, and on the Company's
internal control over financial reporting basedaum integrated audits. We conducted our auditzgoadance with the standards of the Public
Company Accounting Oversight Board (United Stat€hpse standards require that we plan and perfoenatidits to obtain reasonable
assurance about whether the financial statemeatsex of material misstatement and whether effedtiternal control over financial reporting
was maintained in all material respects. Our augfitbe financial statements included examiningadast basis, evidence supporting the
amounts and disclosures in the financial statemastessing the accounting principles used andfisamt estimates made by management,
and evaluating the overall financial statementgmégtion. Our audit of internal control over fin@igeporting included obtaining an
understanding of internal control over financigloging, assessing the risk that a material weakagists, and testing and evaluating the de
and operating effectiveness of internal controkblasn the assessed risk. Our audits also includgdrming such other procedures as we
considered necessary in the circumstances. Wevbdlat our audits provide a reasonable basistfoopinions.

A company's internal control over financial repogtis a process designed to provide reasonablesssuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures thaefifain to the maintenance of records tha
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetseofdmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatggaparation of financial statements in accor@éawith generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (iii) provide readslaassurance regarding prevention or timely dietecf unauthorized acquisition, use, or
disposition of the company's assets that could hawaterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢tmisstatements. Also, projections
of any evaluation of effectiveness to future pesiade subject to the risk that controls may becwradequate because of changes in condit
or that the degree of compliance with the policeprocedures may deteriorate.

/sl PricewaterhouseCoopers LLP
San Jose, California

March 11, 2011
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QUICKLOGIC CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share amounts)

Fiscal Years
2010 2009 2008
(in thousands, except per share amount)

Statement of Operations:
Revenue $ 26,19¢ $ 15,07«  $ 31,91(
Cost of revenue 9,60¢ 7,71¢F 14,94
Long-lived asset impairment — 15C 1,54t
Gross profit 16,59( 7,20¢ 15,42«
Operating expenses:
Research and development 7,45¢ 6,20: 8,18t
Selling, general and administrative 10,07: 10,617 14,04¢
Long-lived asset impairment — — 46¢€
Restructuring costs — 58 502
Income (loss) from operations (941) (9,670 (7,780
Write down of marketable securities — — (1,399
Gain on sale of TowerJazz Semiconductor Ltd. Shares 993 — —
Interest expense (67) (93 (225)
Interest income and other, net (46) (54) (6)
Income (loss) before income taxes (62) (9,817 (9,409
Provision for (benefit from) income taxes (184) (63 (59)
Net income (loss) $ 12 % (9,759 $ (9,355
Net Income (loss) per share:

Basic $ 0.0C $ 0.32) % (0.39)

Diluted $ 0.0C $ (0.32) $ (0.39
Weighted average shares:

Basic 35,72¢ 30,73¢ 29,65:

Diluted 39,03¢ 30,73¢ 29,65

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

January 2, January 3,
2011 2010
ASSETS
Current assets:
Cash and cash equivalents $ 21,95¢ $ 18,19¢
Short-term investment in TowerJazz Semiconductdr Lt 90¢ 86¢
Accounts receivable, net of allowances for doukdftdounts of $16 and $10, respectively 4,14: 2,45}
Inventories 3,34¢ 2,11¢
Other current assets 772 53¢
Total current assets 31,12« 24,17
Property and equipment, net 2,31 2,69:
Investment in TowerJazz Semiconductor Ltd. — 437
Other assets 192 29¢
Total Assets $ 33,62¢ % 27,60:
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Revolving line of credit $ —  $ 2,00(
Trade payables 2,152 2,721
Accrued liabilities 1,30z 1,10¢
Deferred royalty revenue 32¢ —
Current portion of debt and capital lease obligatio 40¢ 24¢
Total current liabilities 4,191 6,07¢
Long-term liabilities:
Capital lease obligations, less current portion — 264
Other long-term liabilities 124 —
Total liabilities 4,31¢ 6,34
Commitments and contingencies (see Notes 15 and 16)
Stockholders' equity:
Preferred stock, $0.001 par value; 10,000 sharé®gared; no shares issued and outstanding — —
Common stock, $0.001 par value; 100,000 share®eanétl; 37,806 and 35,042 shares issued and
outstanding, respectively 38 35
Additional paid-in capital 186,30 177,86:
Accumulated other comprehensive income 61€ 1,13(C
Accumulated deficit (157,64 (157,76%)
Total stockholders' equity 29,318 21,25¢
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 33,62t 27,60:

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

(in thousands)

Common Stock at

Accumulated

Balance at December 30, 2007

Common stock issued under stock plans and
employee stock purchase plans

Unrealized gain on available-for-sale securities
Stock-based compensation
Net income (loss)

Balance at December 28, 2008

Common stock issued under stock plans and
employee stock purchase plans

Private Stock Offering, net of issuance costs and
warrants

Issuance of common stock warrants
Unrealized gain on available-for-sale securities
Stock-based compensation

Net income (loss)

Balance at January 3, 2010

Common stock issued under stock plans and
employee stock purchase plans

Private Stock Offering, net of issuance costs ar
warrants

Issuance of common stock from exercise of
warrants

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

Stock-based compensation
Net income (loss)

Balance at January 2, 2011

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

Shares Amount Capital Income (Loss) Deficit Equity
29,39C % 29 $ 167,29¢ $ 35C $ (138,659) $ 29,01¢
51¢ 1 207 — — 20€
— — — (350) — (350)
— — 2,341 — — 2,341
— — — — (9,355) (9,355)
29,90¢ 30 169,84¢ — (148,019 21,86:
827 1 16¢€ — — 167
4,30¢ 4 3,431 — — 3,43t
— — 2,03t — — 2,03t
— — — 1,13(C — 1,13(C
— — 2,38¢ — — 2,38¢
— — — — (9,759 (9,759
35,04 35 177,86: 1,13C (157,769 21,25¢
1,471 2 3,22 — — 3,22¢
— — 18 — — 18
1,29:¢ 1 2,77¢ — — 2,78(
— — — (514) — (514
— — 2,41¢ — — 2,41¢
— — — — 128 12¢
37,80¢ % 38 $ 186,30: $ 61€ $ (157,64H) $ 29,31

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

Cash flows from operating activities:
Net income (loss)

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

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

Supplemental schedule of non-cash investing arzahéimg activities :

Capital lease obligation to finance capital expamds and related
maintenance

Purchase of equipment included in accounts payable

Fiscal Years
2010 2009 2008
$ 125 (9,759 $ (9,355
1,23¢ 1,75(C 2,214
2,41¢ 2,38¢ 2,341
(27) 445 36C
112 41¢ 1,59¢
— 15C 201z
(999) — —
(209) — —
— — 1,39¢
18 — —
8 111 57
7 — 44
(1,697 (711 844
(1,337) (637) 2,27:
(10%) 41¢ 82¢
(352) 45€ (2,15¢)
507 (437 (691)
16 (274 (665)
124 — —
(147) (5,68¢) 1,101
(829) (1249) (530
15 — —
1,084 — —
27C (124) (530)
(8,389 (9,00¢6) (4,277)
6,00( 8,00(¢ 2,00(¢
6,02 6,411 20¢
— (774 —
3,63¢ 4,631 (2,069
3,761 (1,18)) (1,492)
18,19¢ 19,37¢ 20,86¢
$ 21,95¢ 18,19¢ $ 19,37¢
$ 71 9 $ 23t
$ — — 3 —
$ 40¢ 51: % —
$ 97 27 $ =

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

Fiscal Years
2010 2009 2008
Net income (loss) $ 12z $ 9,759 $ (9,35%)
Other comprehensive gain (loss), net of tax:
Change in unrealized gain (loss) on available-de-fnvestments (See
Note 4) (5149) 1,13( (350)
Total comprehensive Income (loss) $ (39) ¢ (8,629 $ (9,709

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

QuickLogic Corporation, referenced herein as Quarkc or the Company, was founded in 1988 and reparated in Delaware in
1999. The Company develops and markets low powsggrammable solutions that enable customers to Hftdehtiated features and
capabilities to their mobile, consumer and indasproducts. The Company is a fabless semicondectmipany that operates in a single
industry segment where it designs, markets andastpgustomer Specific Standard Products, or CS8SEls, Programmable Gate Arrays, or
FPGAs, application solutions, associated desigtwsoé and programming hardware.

QuickLogic Corporation's fiscal year ends on thedy closest to December 31. The fiscal years 2@009 and 2008 ended on
January 2, 2011, January 3, 2010 and Decembe@0®8, , respectively. Beginning with fiscal yeaf80the Company changed its reporting
convention to utilize the actual closing datesdlbperiods presented in its consolidated finansiatements and accompanying notes. This
change had no impact on the Company's financiatiponsresults of operation or cash flows for ariyte periods presented.

Included in 2010 were out of period adjustmentth@amount of $131,000, net ($209,0000 relatingtiaperiod tax allocation net of
$78,000 relating to intercompany dividend) that taleffect of increasing net income for the yeline adjustments were related to prior
periods and are not considered to be materiakheeihe interim or annual periods to which thdgtesor the period in which the adjustments
were recorded.

Liquidity

We have financed our operations and capital investsithrough sales of common stock, private eduitgstments, capital and
operating leases, bank lines of credit and castsfloom operations. As of January 2, 2011 , oungipial sources of liquidity consisted of our
cash and cash equivalents of $22.0 million , ab#laredit under our revolving line of credit wililicon Valley Bank of $6.0 million , which
expires in June 2011, and our investment in Toveer$emiconductor Ltd., or TowerJazz, with a faiuesof approximately $0.9 million .

The Company anticipates that its existing cashuress will fund operations, finance purchases pftahequipment and provide
adequate working capital for the next twelve monitiee Company's liquidity is affected by many fastmcluding, among others, the level of
revenue and gross profit as a result of the cyldljcaf the semiconductor industry and the curmgliobal economic crisis, the conversion of
design opportunities into revenue, market accegtahexisting and new products including CSSPsdaseour ArcticLink™ and PolarPro
solution platforms, fluctuations in revenue assuleof product end-of-life, fluctuations in revenas a result of the stage in the product life
cycle of its customers' products, costs of secuaizgess to and availability of adequate manufatgurapacity, levels of inventories, wafer
purchase commitments, customer credit terms, trmiatand timing of research and development experad, the timing of new product
introductions, production volumes, product qualitgles and marketing efforts, the value and liquidi its investment portfolio, the amount
and financing arrangements for purchases of cagipalpment, changes in operating assets and tiabjlthe ability to obtain or renew debt
financing and to remain in compliance with the termf existing credit facilities, the ability to s& funds from the sale of shares of TowerJazz
and equity in the Company, the issuance and exeofistock options and participation in the Compaeynployee stock purchase plan, and
other factors related to the uncertainties of tiistry and global economics. Accordingly, thene lse no assurance that events in the future
will not require the Company to seek additionalitar, if so required, that such capital will &eailable on terms acceptable to the Company.

Principles of Consolidatiol

The consolidated financial statements include t@ants of QuickLogic Corporation and its wholly med subsidiaries, QuickLogic
International, Inc., QuickLogic Canada Company,cRlogic Kabushiki Kaisha and QuickLogic Softwaradia) Private Ltd.

Foreign Currency

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

The preparation of these consolidated financiaéstants in conformity with generally accepted acdimg principles, or GAAP,
requires management to make estimates and assusi it affect the reported amounts of assetsiahbitities, the disclosures of contingent
assets and liabilities and the reported amountswenue and expenses during the period. Actualtsesould differ from those estimates,
particularly in relation to revenue recognitiore tllowance for doubtful accounts, sales returakjation of investments, valuation of long-
lived assets, valuation of inventories includingritfication of excess quantities, market value absolescence, measurement of stock-based
compensation awards, accounting for income taxdseatimating accrued liabilities.

Concentration of Risk

The Company's accounts receivable are denominatddS. dollars and are derived primarily from satesustomers located in North
America, Europe and Asia Pacific. The Company perfoongoing credit evaluations of its customers gererally does not require collateral.
See Note 12 for information regarding concentratiassociated with accounts receivable. The Companyestment in TowerJazz is subjec
equity risk. See Note 4 for information regardihg Company's investment in TowerJazz Semicondudor

NOTE 2-SIGNIFICANT ACCOUNTING POLICIES
Cash Equivalents

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

Fair Value

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

Foreign Currency Transactior

All of the Company's sales and cost of manufactuare transacted in U.S. dollars. The Company ceiscuportion of its research
and development activities in Canada and Indiatesdsales and marketing activities in various aiembutside of the United States. Most of
these international expenses are incurred in logaency. Foreign currency transaction gains asgds, which are not significant, are included
in interest income and other, net, as they occper@ting expenses denominated in foreign curremoges approximately 16% , 18% and 24%
of total operating expenses in 2010 , 2009 and 2088pectively. The Company incurred a majorityhafse foreign currency expenses in
Canada. The Company has not used derivative finhimstruments to hedge its exposure to fluctuatiorforeign currency and, therefore, is
susceptible to fluctuations in foreign exchangengair losses in its results of operations in futeporting periods.

Inventories

Inventories are stated at the lower of standartl@oset realizable value. Standard cost approxdmacttual cost on a first-in, first-out
basis. The Company routinely evaluates quantitiesvalues of its inventories in light of currentnket conditions and market trends and
records reserves for quantities in excess of deraaddproduct obsolescence. The evaluation, whiclrently involves judgments as to
assumptions about expected future demand and thecinof market conditions on these assumptiongstako consideration historic usage,
expected demand, anticipated sales price, the Bidbe product life cycle of its customers' proticew product development schedules, the
effect new products might have on the sale of exjgtroducts, product obsolescence, customer desitwity, customer concentrations,
product merchantability and other factors. Marl@iditions are subject to change. Actual consumptifdnventories could differ from
forecasted demand, and this difference could hawatarial impact on the Company's gross marginimvehtory balances based on additional
provisions for excess or obsolete inventories lberefit from inventories previously written down.
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The Company's semiconductor products have histiyricad an unusually long product life cycle andolescence has not been a
significant factor in the valuation of inventori¢towever, as the Company pursues opportunitielseénrobile market and continues to develop
new CSSPs and products, the Company believesathipt life cycle will be shorter and increase tloéeptial for obsolescence. The Company
also regularly reviews the cost of inventories agaéstimated market value and records a loweostf@r market reserve for inventories that
have a cost in excess of estimated market valuefvdould have a material impact on the Compamgsgmargin and inventory balances
based on additional write-downs to net realizalalle® or a benefit from inventories previously verttdown.

Property and Equipmet

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

LongLived Assets

The Company reviews the recoverability of its |divgd assets, such as property and equipment, ioregeer credits and
investments, annually and when events or changescamstances occur that indicate that the cagrymiue of the asset or asset group ma
be recoverable. The assessment of possible impairsibased on the Company's ability to recoverctireying value of the asset or asset g
from the expected future ptax cash flows, undiscounted and without interbsirges, of the related operations. If these castirsfare less the
the carrying value of the asset or asset groupmpairment loss is recognized for the differencemMeen the estimated fair value and the
carrying value, and the carrying value of the edatssets is reduced by this difference. The meamnt of impairment requires management
to estimate future cash flows and the fair valubo§-lived assets.

During 2010 and 2009, the Company wrote-off equiptwéth a net book value of $8,000 and $111,008peetively. During 2009,
the Company reduced the carrying value of the Tdamr prepaid wafer credit by $150,000. During 2608 Company wrote-off equipment
with a net book value of $57,000. Also in 2008, @empany wrote down the carrying value of (i) thew€rJazz prepaid wafer credit by about
$1.3 million; (ii) equipment used in the productioha particular silicon device by $199,000 ang (inutilized EDA licenses by $468,000.

Licensed Intellectual Proper

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

Revenue Recognitic

The Company supplies standard products which meigrdgrammed before they can be used in an agplicdthe Company's
products may be programmed by the Company, distibuend-customers or third parties. Once progradiithe Company's parts cannot be
erased and, therefore, programmed parts are oafylus a specific customer.

The Company recognizes revenue as products argezhipevidence of an arrangement exists, delibais/occurred, the sales price is
fixed or determinable, collection of the resultiggeivable is reasonably assured and product searmreasonably estimable.

Revenue is recognized upon shipment of programmddiaprogrammed parts to OEM customers, providatiégal title and risk of
ownership have transferred. A significant portidthe Company's sales is made through distributors.

During the fourth quarter of 2008 and the first geaof 2009, the Company renegotiated its agreésneith its distributors. Under tt
new agreements, post shipment price adjustmentsasi8SDs have been eliminated and parts heldstybditors may only be returned for
quality reasons under the Company's standard wgirpaticy. Revenue is recognized upon shipmentath iprogrammed and unprogrammed
parts to distributors if persuasive evidence ohaangement exists, delivery has occurred, thes galee is fixed or determinable, collection of
the resulting receivable is reasonably assured and
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risk of loss has been transferred. As of the er2D6B, all of the Company's distributors had sigimednew agreements.

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

Warranty Costs

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

Advertising

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

Stock-Based Compensation

The Company accounts for stock-based compensatideruhe provisions of the amended authoritatividance, and related
interpretations which require the measurement andgnition of expense related to the fair valusto€k-based compensation awards. The fair
value of stock-based compensation awards is maastitbe grant date and re-measured upon modditatis appropriate. The Company uses
the Black-Scholes option pricing model to estimtagefair value of employee stock options and rigbtpurchase shares under the Company's
1999 Employee Stock Purchase Plan, or ESPP, censisith the provisions of the amended authoritagiuidance. The fair value of restricted
stock awards, or RSAs, and restricted stock uoitRSUs, is based on the closing price of the Caiyipacommon stock on the date of grant.
Equity compensation awards which vest with sergigeexpensed on a straight-line basis over thagiéggervice period. Performance based
awards that are expected to vest are expensedtoaight-line basis over the vesting period. ThenBany regularly reviews the assumptions
used to compute the fair value of its stock-baseards and it will revise its assumptions as appad@r In the event that assumptions used to
compute the fair value of its stock-based awarddater determined to be inaccurate or if the Comdnanges its assumptions significantly in
future periods, stock-based compensation expertséharresults of operations could be materiallyaoipd. See Note 11.

Accounting for Income Tax

As part of the process of preparing our finandatesnents, we are required to estimate our incamestin each of the jurisdictions in
which we operate. This process involves estimatimgactual current tax exposure together with assgdsemporary differences resulting from
different tax and accounting treatment of itemshsas deferred revenue, allowance for doubtful aets) the impact of equity awards,
depreciation and amortization and employee relateduals. These differences result in deferrecdssets and liabilities, which are includec
our balance sheets. We must then assess the tikelithat our deferred tax assets will be recovénad future taxable income and to the ex
we believe that recovery is not likely, we mustb$ish a valuation allowance. To the extent weldisia a valuation allowance or increase this
allowance in a period, we must include an experit@mthe tax provision in the statement of openasi.

Significant management judgment is required inrheit@ing our provision for income taxes, our defdrtax assets and liabilities and
any valuation allowance recorded against our nigtrokd tax assets. Our deferred tax assets, cogsigimarily of net operating loss
carryforwards, amounted to $52.9 million as of ¢énel of 2010 . We have also recorded a valuatiawalhce of $52.8 million as of the end of
2010 due to uncertainties related to our abilitytibze our deferred tax assets before they exgihe valuation allowance is based on the
uncertainty of our estimates of taxable income thedperiod over which we expect to recover our letetax assets.

Concentration of Credit and Equity Risk and Supplie

Financial instruments, which potentially subjea thompany to concentrations of credit risk, corgistcipally of cash and cash
equivalents and accounts receivable. Cash andetpstialents are maintained with high quality ingtdns. The Company's accounts receiv
are denominated in U.S. dollars and are derivedanily from sales to customers located in North Ainee Europe and Asia Pacific. The
Company performs ongoing credit evaluations ofitstomers and generally does not require collat8ed Note 12 for information regarding
concentrations associated with accounts receivdble. Company's investment in TowerJazz is subgeetjtity risk. See Note 4 for informati
regarding the Company's investment in TowerJazz.
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The Company depends on a limited number of conimactufacturers, subcontractors, and suppliers &emfabrication, assembly,
programming and test of its devices, and for thgpluof programming equipment, and these servicesygically provided by one supplier for
each of the Company's devices. The Company geypgnaithases these single or limited source sertfvesigh standard purchase orders or
under its agreement with TowerJazz. Because thep@oynrelies on independent subcontractors to parfbese services, it cannot directly
control its product delivery schedules, costs alityilevels. The Company's future success alsenddp on the financial viability of its
independent subcontractors.

Comprehensive Income (Loss)

Comprehensive income (loss) includes all changesjuity (net assets) during a period from non-ovaewerces. Comprehensive
income (loss) includes unrealized holding gainflagses) related to the TowerJazz ordinary sh&es.Note 4.

New Accounting Pronounceme

In January 2010, the FASB issued updated guidasiated to fair value measurements and discloswigish requires a reporting
entity to disclose separately the amounts of sicgnift transfers in and out of Level 1 and Levehi2 ¥alue measurements and to describe the
reasons for the transfers. In addition, in the nedi@tion for fair value measurements using sigaifit unobservable inputs, or Level 3, a
reporting entity should disclose separately infdioraabout purchases, sales, issuances and sattieftigat is, on a gross basis rather than one
net number). The updated guidance also requirésithantity should provide fair value measuremésitidsures for each class of assets and
liabilities and disclosures about the valuatiorhtéques and inputs used to measure fair valuedtir kecurring and non-recurring fair value
measurements for Level 2 and Level 3 fair valuesnszments. The updated guidance is effective terim or annual financial reporting
periods beginning after December 15, 2009, exaephk disclosures about purchases, sales, isssiandesettlements in the roll forward
activity in Level 3 fair value measurements, whick effective for fiscal years beginning after Daber 15, 2010 and for interim periods
within those fiscal years. The Company does noeeadoption of the updated guidance to have arrabi@pact on its consolidated results
operations or financial conditions.

In October 2009, the FASB amended the accountengdsirds for revenue recognition to remove tangibdelucts containing software
components and non-software components that funttigether to deliver the product's essential fonetity from the scope of industry-
specific software revenue recognition guidancedhober 2009, the FASB also amended the accoustamglards for multiple deliverable
revenue arrangements to:

« provide updated guidance on whether multiple dedibkes exist, how the deliverables in an arrangémsieould be separated, and how
the consideration should be allocated,;

* require an entity to allocate revenue in an arrarege using estimated selling prices of deliveraiflasvendor does not have vendor-
specific objective evidence of selling price ordhparty evidence of selling prices; and

» eliminate the use of the residual method and recpuirentity to allocate revenue using the relateléng price metho

The accounting changes included in this guidaneestiective for fiscal years beginning on or aftene 15, 2010, with early adoption
permitted. Adoption may either be on a prospedtiasis or by retrospective application. The Comgaglieves the adoption on January 2, 2
of this guidance would not have a material imparcite consolidated financial statements.

NOTE 3-NET INCOME (LOSS) PER SHARE

Basic net income (loss) per share is computed \ididg net income (loss) available to common staditers by the weighted average
number of common shares outstanding during thegebiluted net income (loss) per share was congpusing the weighted average number
of common shares outstanding during the period piasntially dilutive common shares outstandingmtythe period under the treasury stock
method. In computing diluted net income (loss) gfare, the average stock price for the periodasd urs determining the number of shares
assumed to be purchased from the exercise of sgadns. A reconciliation of the basic and dilufegt share computations is as follows (in
thousands, except per share amounts):
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Fiscal Years
2010 2009 2008
Per Per Per
Net Income Share Net Income Share Net Income Share
(Loss) Shares Amount (Loss) Shares Amount (Loss) Shares Amount
Basic $ 122 3572¢ $ — $ (9,759 30,73¢ $ (0.3 $ (9,35 29,65 $ (0.32)
Effect of stock options and
other awards — 3,30¢ — — — — — — —
Diluted $ 122 39,03¢ $ — $ (9,759 30,73¢ $ (0.3 $ (9,355  29,65: $ (0.39)

For 2010, options for the purchase of 20,000 comsiames, respectively, were excluded from the we@javerage diluted shares
outstanding calculation, because their effect waisdilutive. For 2009 and 2008 , 8.6 million shsund 8.1 million shares, respectively,
associated with equity awards outstanding and stimated number of shares to be purchased undeuthent offering period of the 2009
Employee Stock Purchase Plan were not includeldercalculation of diluted net income (loss) perrshas they were considered antidilutive
due to the net loss the Company experienced d200§ and 2008.

NOTE 4-INVESTMENT IN TOWERJAZZ SEMICONDUCTOR LTD.

During the first quarter of fiscal year 2010, then@pany sold 700,000 of the TowerJazz ordinary shatéch resulted in a gain of
$993,000. As of January 2, 2011 , the Company 64000 available-fosale TowerJazz ordinary shares with a unrealizadafab0.6 millior
recorded in accumulated other comprehensive incamtée balance sheet, representing the differeatveden the carrying value of $0.13 per
share and $1.41 per share, their fair value offe$terading day of the reporting period. The faitue of TowerJazz marketable securities as of
January 2, 2011 was determined based on “Leveiflits as described in Note 7.

During the years of 2001 and 2002, the Companyraiseived $4.7 million in prepaid wafer creditpertial consideration for the
investment. Subsequently, the Company has utilie#l million of these credits and impaired theituegby $2.9 million. As of January 2,
2011 , the Company had a zero carrying value fesahwafer credits.

NOTE 5-BALANCE SHEET COMPONENTS

January 2, January 3,
2011 2010
(in thousands)
Inventories:
Raw materials $ 17 % 3
Work-in-process 3,02¢ 1,88¢
Finished goods 29¢ 227
$ 334/  $ 2,11¢
Other current assets:
Prepaid expenses $ 69C §$ 39C
Other 82 14€
$ 77z $ 53€
Property and equipment:
Equipment $ 12,417  $ 12,317
Software 7,072 8,451
Furniture and fixtures 76¢ 78C
Leasehold improvements 76C 80C
21,01« 22,34¢
Accumulated depreciation and amortization (18,702) (19,65%)
$ 231 % 2,69:
Other assets:
Prepaid wafer credits $ — 3 254
Other 19z 42
$ 19z $ 29¢

Accrued liabilities:
Employee related accruals $ 1,00 $ 85¢€
Other 30C 25(C



51

1,30¢

$

1,10¢




Table of Contents

The Company recorded depreciation and amortizamense of $1.2 million , $1.8 million and $2.21Ioit for 2010 , 2009 and
2008 , respectively. Assets acquired under calgitales and included in property and equipment $@:& million and $2.0 milliorat the end ¢
2010 and 2009 , respectively. The Company recoagedmulated depreciation on leased assets of $0i&mand $1.6 millionas of the end ¢
2010 and 2009 , respectively. As of January 2, 201dl January 3, 2010 , the capital lease obliga#taiing to these assets was $408,000 and
$513,000 , respectively.

NOTE 6-OBLIGATIONS

January 2, January 3
2011 2010

(in thousands)
Debt and capital lease obligations:
Revolving line of credit $ — $ 2,00(
Capital leases 40¢ 512

40¢ 2,51
Current portion of debt and capital lease obligatio (40€) (2,249
Long term portion of debt and capital lease obiayat $ — 264

Revolving Line of Credit and Notes Payable to B

In June 2010, the Company entered into the Sixtle#dment to Second Amended and Restated Loan anditgekgreement with
Silicon Valley Bank. The terms of the amended agee® include a $6 million revolving line of crediailable through June 2011, as long as
the Company is in compliance with the loan covesniddpon each advance, the Company can elect lairderest rate, which is the prime
rate plus one half of one percent (0.50%), or edirate which is LIBOR plus the LIBOR rate margis,the case may be.

During 2010 , the Company repaid $8.0 milliwirevolving debt of which $4.0 million was paidttvia variable interest rate of 6% ¢
$4.0 million was paid with a variable interest rafet.5%. Also in 2010 , the Company borrowed $8illion of revolving debt of which $2.0
million was borrowed at a variable interest rat®&¥f and $4.0 million at a variable interest ratd &%

The bank has a first priority security interessubstantially all of the Company's tangible andmgiible assets to secure any outstanding
amounts under the agreement. Under the terms @fgfeement, except as noted above, the Companymaiistain a minimum tangible net
worth of at least $15 million, adjusted quick ratio2-to-1 and a minimum cash balance of at le@sn#lion with Silicon Valley Bank. The
agreement also has certain restrictions includingyng others, on the incurrence of other indebtejrithe maintenance of depository accot
the disposition of assets, mergers, acquisitiongstments, the granting of liens and the paymkdivadends. The Company was in
compliance with the financial covenants of the agrent as of the end of the current reporting period

Capital Leases

In January 2010, the Company leased design softarateelated maintenance under a e+ capital lease at an imputed interest re
5.75% per annum. Terms of the agreement requir€timepany to make quarterly payments of approxirgaid,000 through November 20
The Company recorded a capital asset of $233,00@r@Epaid maintenance of $51,000 that is being tipedr over the term of the agreement
and a capital lease obligation of $284,000. Asapiudry 2, 2011 , $145,000 was outstanding undecapial lease, all of which was classified
as a current liability.

In January 2009, the Company leased design softiwale and related maintenance under a three-ygatat lease at an imputed
interest rate of 5.75% per annum. Terms of theeagest require the Company to make semi-annual patgnoé principal and interest of,
approximately $138,000 through August 2011, fastaltof approximately $825,000 over the three ygarsod. As of January 2, 2011 ,
$263,000 was outstanding under the capital ledisef, @hich was classified as a current liability.

NOTE 7-FAIR VALUE MEASUREMENTS

The guidance for the fair value option for finar@asets and financial liabilities provides comparthe irrevocable option to measure
many financial assets and liabilities at fair valith changes in fair value recognized in earniogequity. The Company has not elected to
measure any financial assets or liabilities at¥alue that were not previously required to be
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measured at fair value. The Company adopted theadtative guidance with respect to the Compangis-financial assets and liabilities on
December 29, 2008, and the adoption did not haeffant on its consolidated financial statements.

The authoritative guidance specifies a hierarchyaddiation techniques based upon whether the irtputsose valuation techniques
reflect assumptions other market participants waslkel based upon market data obtained from indepésdarces (observable inputs) or rei

the company's own assumption of market participahtation (unobservable inputs). The fair valugdniehy consists of the following three
levels:

. Level 1- Inputs are quoted prices in active markets fortidahassets or liabilitie

. Level 2- Inputs are quoted prices for similar assets oilifes in an active market, quoted prices for itlea or similar asse
or liabilities in markets that are not active, itgpother than quoted prices that are observablersankiet-corroborated inputs
which are derived principally from or corroboratedobservable market data.

. Level 3- Inputs are derived from valuation techniques irich one or more significant inputs or value drésare
unobservable.

The following table presents the Company's findracsaets that are measured at fair value on ariegurasis as of January 2, 2011
consistent with the fair value hierarchy provisiafishe authoritative guidance (in thousands):

As of January 2, 2011 As of January 3, 2010
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
Assets:
Money market fund$ $ 19,72: $ 19,72 $ — 3 — $ 14,36¢ $ 14,36¢ $ — 3 —
Investment in TowerJazz Semiconduc
Ltd. @ 90¢ 90¢ — — 1,30¢ 1,30¢ — —
Total assets $ 20,637 $ 20,63] $ — % — $ 15,67« $ 15,67 $ —  $ —
@ Money market funds are presented as a part ofaeditash equivalents on the accompanying consetldstlance sheets as of
January 2, 2011 and January 3, 2010 .
@ During the first quarter of fiscal year 2010, then@pany sold 700,000 of the TowerJazz ordinary shatech resulted in a gain of
$993,000.

As of January 2, 2011 , there is no material dififere between the fair value and the carrying amofutiite debt outstanding under the
Company's line of credit and capital leasing aresmgnts.

NOTE 8-INCOME TAXES

The following table presents the U.S. and foreigmponents of consolidated income (loss) beforermetaxes and the provision for
(benefit from) income taxes (in thousands):
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Fiscal Years
2010 2009 2008

Income (loss) before income taxes:

u.s. $ (209) $ (9,999 $ (9,56€)

Foreign 14¢ 182 157
Income (loss) before income taxes $ 61) $ (9,817 $ (9,409
Provision for (benefit from) income taxes:
Current:

Federal $ (1) $ (84) $ (29

State 2 3 2

Foreign 51 47 94
Subtotal 42 (34) 67
Deferred:

Federal (170 — —

State (40 — —

Foreign (16) (29 (121)
Subtotal (22€) (29) (123)
Provision for (benefit from) income taxes $ (189 $ (63) $ (54)

Based on the available objective evidence, managebsdieves it is more likely than not that the deferred tax assets will not be
fully realizable. Accordingly, with the exceptioif @foreign subsidiary, the Company has providéallavaluation allowance against its
deferred tax assets at January 2, 2011 . Defeareblalances are comprised of the following (in gands):

Deferred tax assets:
Net operating loss carryforward
Accruals and reserves
Credit carryforward
Unrealized loss on marketable securities
Depreciation and amortization
Stock-based compensation
Other

Valuation allowances
Deferred tax asset

Deferred tax liability

A rate reconciliation between income tax provisiahthe U.S. federal statutory rate and the effeatate reflected in the consolidated

statement of operations is as follows:
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January 2, 2011

January 3, 2010

$ 35,88: $ 34,43
2,74¢ 2,84¢
5,08¢ 5,13¢
2,357 5,53
6,081 6,83:

562 65C
20¢
52,927 55,43
(52,827) (55,347
$ 9 $ 92
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Fiscal Years
2010 2009 2008

Income tax expense/(benefit) at statutory rate (22) (3,339 (3,199
State taxes 2 2 2
Refundable R&D credit (12) (85) (29)
Stock Compensation and other permanent differences 224 37¢ 38C
Foreign taxes (15) (44) (82)
Benefit allocated from other comprehensive income (209) — —
Future benefit of deferred tax assets not recoghize (159 3,024 2,87:

(184) (63 (59

As of January 2, 2011 , the Company had net operétiss carryforwards of approximately $97.1 millior federal and $42.7 million
for state income tax purposes. If not utilized sthearryforwards will begin to expire beginning2il1 for federal and state purposes. Included
in the net operating loss carryforwards amoun6i§ $nillion for federal and $4.8 million for statecome tax purposes, which, when
recognized, will result in a credit to stockholdeguity.

The Company has research credit carryforwards pfcegmately $2.7 million for federal and $3.5 nolti for state income tax
purposes. If not utilized, the federal carryforwsavdll expire in various amounts beginning in 20The California credit can be carried
forward indefinitely.

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

As of the end of 2010 , cumulative unremitted fgregarnings of $0.9 million are considered to beramently invested outside the
United States. Accordingly, no U.S. taxes have hgexided.

A reconciliation of the beginning and ending amoofiinrecognized tax benefits is as follows (inusands):

January 2, 2011 January 3, 2010 December 28, 2008
Beginning balance of unrecognized tax benefits $ 70 % 66 $ 54
Gross increases for tax positions of current year 3 4 12
Gross decreases for tax positions of current year — — —
Settlements — — —
Ending balance of unrecognized tax benefits $ 738 0 $ 66

The amount of unrecognized tax benefits that waiffieict our effective tax rate if recognized is &) as of January 2, 2011 . The
Company recognizes interest and penalties relateddertain tax positions in income tax expenseofAranuary 2, 2011 , January 3, 2010 and
December 28, 2008 , the Company had approximaay0®0 , $9,000 and $9,000 of accrued interespandlties related to uncertain tax
positions.

The Company is not currently under exam and the i2my's historical net operating loss and credityéarwards may be adjusted by
the IRS and other tax authorities until the statlbses on the year in which such attributes dlieed. The Company estimates that its
unrecognized tax benefits will not change signiftbawithin the next twelve months.

NOTE 9-STOCKHOLDERS' EQUITY
Common and Preferred Stock

The Company has authorized 100 million shares ofroon stock and has authorized, but not issuednikion
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shares of undesignated preferred stock. Withouftfanlger vote or action by the Company's stockhadthe Board of Directors has the
authority to determine the powers, preferencestsigqualifications, limitations or restrictionsagted to or imposed upon any wholly unissued
shares of undesignated preferred stock.

Rights Plar

In November 2001, the Board of Directors adopt®ights Agreement which provides for a dividend néd°referred Stock Purchase
Right (each a “Right” and collectively, the “Right$or each share of common stock of the CompamchERight will entitle stockholders to
buy one ten-thousandth of a share of Series A dl@dicipating Preferred Stock of QuickLogic atexercise price of $32.50, subject to
adjustment. The Rights will become exercisable drdyperson or group becomes the beneficial owihé5% or more of the common stock
commences a tender or exchange offer which wogldltren the offer or beneficially owning 15% or neasf common stock, without the
approval of the Board of Directors. The Compangrisitled to redeem the Rights at $0.001 per Rightiouten days after the public
announcement of a 15% holder. If not earlier teated or redeemed, the Rights will expire on Noven2iie 2011.

Issuance of Common Stc

On November 17, 2009, the Company issued 4,30582&s of common stock and warrants to purchase amp aggregate of
3,229,446 shares of common stock in a registemedtdbffering. The common stock and warrants weseed in units (the “Units”), with each
Unit consisting of (i) one share of common stocH i) a warrant to purchase 0.75 of a share ofroom stock, at a negotiated purchase price
of $1.45 per Unit. The Company received net prosdeam the offering of $5.5 million, net of placent@gent's fees and other offering
expenses of $0.8 million.

The warrants are exercisable any time after thensimth anniversary of the date of issuance urgildd month anniversary of the date
of issuance, and will be exercisable at a price2015 per share. The Company allocated the prodestdeen the common stock and the
warrants, based on the relative fair value of eactthe date of issuance. The estimated grant datedlue was $0.63 per warrant and was
calculated based on the following assumptions uséite Black-Scholes pricing model: expected tevieas) of 5.5, risk-free interest rate of
2.47%, expected volatility of 57.79% and expectiitiend of 0.

NOTE 10-EMPLOYEE STOCK PLANS

1999 Stock Plan

The 1999 Stock Plan, or 1999 Plan, provided folidkeance of incentive and nonqualified optionstrieted stock units and restricted
stock. Equity awards granted under the 1999 Plae haerm of up to ten years. Options typicallyt\wsa rate of 25% one year after the
vesting commencement date, and one forty-eightiedch month of service thereafter. In March 2008 Board adopted the 2009 Stock Plan
which was approved by the Company's stockholdei&spit 22, 2009. Effective April 22, 2009, no fughstock options may be granted under
the 1999 Plan.

2009 Stock Plan

The 2009 Stock Plan, or 2009 Plan, was adoptetidBoard of Directors in March 2009 and approvedhgyCompany's stockholde
on April 22, 2009. As of January 2, 2011 , apprcadiely 4.0 million shares were reserved for issuamzter the 2009 Plan. Equity awards that
are cancelled, forfeited or repurchased under 898 Plan also become available for grant unde@®® Plan, up to a maximum of an
additional 7,500,000 shares. Equity awards grantetbr the 2009 Plan have a term of up to ten y&ptons typically vest at a rate of 25%
one year after the vesting commencement date, m@adooty-eighth for each month of service thergafibe Company may implement
different vesting schedules in the future with exgtgo any new equity awards.

Employee Stock Purchase P!

The 2009 Employee Stock Purchase Plan, or 2009 E8&Padopted in March 2009. The Company has redeé\8 million shares for
issuance under the 2009 ESPP. The 2009 ESPP psdaidsix month offering periods. Participants fhase shares through payroll deductions
of up to 20% of an employee's total compensaticax(mum of 20,000 shares per offering period). TR@RESPP permits the Board of
Directors to determine, prior to each offering pdriwhether participants purchase shares at: % 8b6the fair market value of the common
stock at the end of the offering period; or (iip8®f the lower of the fair market value of the coamstock at the beginning or the end of an
offering period. The Board of Directors has detemui that, until further notice, future offering joels will be made at 85% of the lower of the
fair market value of the common stock at the beigigior the end of an offering period.
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NOTE 11-STOCK-BASED COMPENSATION

Stock-based compensation expense is recognizée iBampany's consolidated statements of operagioti$ncludes compensation
expense for the stock-based compensation awardtegrar modified subsequent to January 1, 200&das the grant date fair value
estimated in accordance with the provisions ofdimended authoritative guidance. The impact of theraled authoritative guidance on the
Company's consolidated financial statements faafigears 2010 , 2009 and 2008 was as followshfngands):

Fiscal Years
2010 2009 2008
Cost of revenue $ 16 $ 28C $ 267
Research and development 64% 57€ 517
Selling, general and administrative 1,60 1,52¢ 1,557
Total costs and expenses $ 241 $ 2,384 $ 2,341

The amount of stock-based compensation includéa/entories at the end of 2010 , 2009 and 2008nweéasignificant.
Valuation Assumptions

The amended authoritative guidance requires corapdaiestimate the fair value of stock-based cosgteam awards. The fair value
of stock-based compensation awards is measuree grant date and re- measured upon modificateapgaropriate. The Company uses the
Black-Scholes option pricing model, to estimateftiievalue of employee stock options and rightpiochase shares under the Company's
ESPP, consistent with the provisions of the amerdgioritative guidance. Using the Black-Scholésipg model requires the Company to
develop highly subjective assumptions includingekpected term of awards, expected volatility efitock, expected risk-free interest rate and
expected dividend rate over the term of the awaing. Company's expected term of awards assumptioaisisd primarily on its historical
experience with similar grants. The Company's etqukstock price volatility assumption for both &t@ptions and ESPP shares is based o
historical volatility of the Company's stock, usithge daily average of the opening and closing prared measured using historical data
appropriate for the expected term. The risk-fréergst rate assumption approximates the risk-fregast rate of a Treasury Constant Maturity
bond with a maturity approximately equal to theeotpd term of the stock option or ESPP shares.fahisalue is expensed over the requisite
service period of the award. The fair value of R&Ad RSUs is based on the closing price of the @orylp common stock on the date of gt
Equity compensation awards which vest with seraigeexpensed using the straight-line attributiothoe over the requisite service period.
RSU awards which are expected to vest based cactiievement of a performance goal are expensedioe@stimated vesting period.

In addition to the assumptions used in the BlackeS8xs pricing model, the amended authoritative guég requires that the Company
recognize expense for awards ultimately expectest; therefore we are required to develop amasé of the number of awards expected to
be forfeited prior to vesting, or forfeiture rafethe forfeiture rate is estimated based on histbpoervest cancellation experience and is applied
to all share-based awards.

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

Fiscal Years
2010 2009 2008
Expected term (years) 5.4 5.1 5.4
Risk-free interest rate 2.4(% 1.9%% 2.38%
Expected volatility 58% 51% 52%
Expected dividend — — —
The methodologies for determining the above valuei® as follows:
. Expected term: The expected term represhatperiod that the Company's stdzksed awards are expec
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to be outstanding and is estimated based on rdat@kperience.

. Risk-free interest rate: The risk-free ietgrrate assumption is based upon the risk-freeofet Treasury Constant Maturity
bond with a maturity appropriate for the expectzdt of the Company's employee stock options.
. Expected volatility: The Company determiegpected volatility based on historical volatilaffthe Company's common stock

according to the expected term of the options.

. Expected dividend: The expected dividendiag#ion is based on the Company's intent not teeissdividend under its

dividend policy.

The weighted average estimated fair value for otigranted during 2010 , 2009 and 2008 was $1$8874 and $0.58 per option,
respectively. As of the end of 2010 , the fair watd unvested stock options, net of expected furfes, was approximately $2.7 million . This
unrecognized stock-based compensation expenseéstex to be recorded over a weighted averagedpefia.51 years.

Stock-Based Compensation Award Activity

The following table summarizes the shares availtdgrant under the 2009 Plan for 2010 :

Balance at January 3, 2010
Authorized

Options granted

Options forfeited or expired
RSUs granted

RSUs forfeited or expired

Balance at January 2, 2011

Stock Options

Shares
Available for Grant

(in thousands)
2,61¢
(1,739
83z
(270

1,542

The following table summarizes stock options oundiiag and stock option activity under the 1989 Ptha 1999 Plan and the 2009

Plan, and the related weighted average exercise,ddr 2010 , 2009 and 2008 :

Weighted Average

Weighted Average

Aggregate Intrins ic

Number of Shares Exercise Price Remaining Term Value
(in thousands) (in years) (in thousands)
Balance outstanding at December 30, 2007 759 $ 4.72
Granted 1,40z 1.2z
Forfeited or expired (1,567 4.47
Exercised (69) 1.57
Balance outstanding at December 28, 2008 7,361 413
Granted 2,11: 1.6C
Forfeited or expired (1,08¢) 5.2¢%
Exercised (63) 1.3
Balance outstanding at January 3, 2010 8,331 3.37
Granted 1,73¢ 2.7¢
Forfeited or expired (832) 9.3t
Exercised (1,169 2.5¢
Balance outstanding at January 2, 2011 8,06¢ $ 2.7¢ 6.3t $ 29,53¢
Exercisable at January 2, 2011 464: $ 3.11 458 § 15,30:
Vested and expected to vest at January 2, 2011 7,661 $ 2.7€ 6.1¢ § 27,89:
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The aggregate intrinsic value in the table abopeasents the total pretax intrinsic value, basetherCompany's closing stock price
$6.40 as of the end of the Company's current reqgppteriod, which would have been received by thigoo holders had all option holders
exercised their options as of that date.

The total intrinsic value of options exercised dgr2010 , 2009 and 2008 was $2.5 million , $49,800 $42,000 , respectively. Total
cash received from employees as a result of emeplsiark option exercises during 2010 , 2009 an® 2¢#s approximately $3.0 million ,
$71,000 and $99,000espectively. The Company settles employee shption exercises with newly issued common sharesohnection wit
these exercises, there was no tax benefit reatiggde Company due to the Company's current losgipo.

Significant exercise price ranges of options outditag, related weighted average exercise pricesanttactual life information at the
end of 2010 were as follows:

Options Outstanding Options Exercisable
Weighted
Average
Remaining
Options Contractual Weighted Average Options Vested and Weighted Average
Range of Exercise Prices Outstanding Life Exercise Price Exercisable Exercise Price
(in thousands) (in years) (in thousands)
$0.78 - $0.83 7 8.1 $ 0.8( 2 $ 0.7¢
0.90-0.90 84¢ 7.8C 0.9C 38¢€ 0.9C
0.92-1.33 17¢€ 8.0C 1.2¢ 73 1.2¢
1.63-1.63 1,48: 8.17 1.6: 55¢ 1.6¢
1.75-2.75 864 3.0¢€ 2.3¢ 85C 2.3¢
2.77-2.77 8 6.14 2.71 8 2.71
2.78-2.78 1,69¢ 9.4z 2.7¢ 32 2.7¢
2.83-3.02 1,002 5.4t 2.9¢ 977 2.97
3.04 -4.17 1,14¢ 5.2¢ 3.9¢ 92C 3.9¢
4.36-7.78 83¢ 0.81 5.21 83¢ 5.21
$0.78 - $7.78 8,06¢ 6.35 9 2.7¢ 4,64: $ 3.11
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Restricted Stock Awards and Restricted Stock |

The Company began issuing RSAs in the second quaErgd07 and RSUs, in the third quarter of 200derrthe 1999 Plan. RSAs
entitle the holder to purchase shares of commarkstbpar value during a short period of time, pacchased shares are held in escrow until
they vest. RSUs entitle the holder to receive catost, one common share for each restricted stoitlas it vests. During the first quarter of
2010, the Company granted RSUs under the 2009 il¢iay of cash compensation, that vest in onedna on May 11, 2010. Total stock-
based compensation related to RSUs was $414,0@®1dY . The Company withheld shares in settlemeamployee tax withholding
obligations upon the vesting of restricted stocksu summary of the Company's RSA and RSU agtiaitd related information are as
follows:

RSAs and RSUs Outstanding
Weighted Average

Number of Shares Grant Date Fair Value
(in thousands)
Nonvested at January 3, 2010 — 3 —
Granted 17¢ 2.44
Vested (270 2.44

Forfeited — —

Nonvested at January 2, 2011 — —

As of January 2, 2011 , all RSUs are fully vested.
Employee Stock Purchase P!

The weighted average estimated fair value, as eéefity the amended authoritative guidance, of rigisised pursuant to the
Company's ESPP during 2010 , 2009 and 2008 wa$ $$@.70 and $0.42 per right, respectively. Safeter the ESPP were 197,06ltares o
common stock at an average price of $2.07 for 2838,000 shares of common stock at an average @iiB@.71 per share for 2009, and
265,000 shares of common stock at an average q@iri8€.16 for 2008.

Under the 2009 ESPP, the Company issued 196,8%&sshaa price of $2.07 per share during 20100ofAnuary 2, 20111,953,00(
shares under the 2009 ESPP remained availablesioamce. For 2010 , the Company recorded compensatpense related to the ESPP of
$193,000 .

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

Fiscal Years
2010 2009 2008
Expected life (months) 6.C 6.1 5.9
Risk-free interest rate 0.1%% 0.0&% 2.05%
Volatility 60% 11&% 86%
Dividend yield — — —
The methodologies for determining the above valuer® as follows:
. Expected term: The expected term represents tigghlaf the purchase period contained in the E
. Risk-free interest rate: The risk-free ierrate assumption is based upon the risk-freeofed Treasury Constant Maturity
bond with a maturity appropriate for the term of fiurchase period.
. Expected volatility: The Company determie@pected volatility based on historical volatildf/the Company's common
stock for the term of the purchase period.
. Expected dividend: The expected dividend assumjgitdased on the Company's intent not to is:

dividend under its dividend policy.

As of the end of 2010 , the unrecognized stock-db@asenpensation expense relating to the CompanyPPES$64,000 and was expected to be
recognized over a weighted average period of apmrately 4.4 months.

60




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

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

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

Fiscal Years
2010 2009 2008
Revenue by product liria
New products $ 9,38¢ $ 4871 % 8,10¢
Mature products 16,81: 10,197 23,80:
Total revenue $ 26,19¢ $ 15,07« $ 31,91(
@) For all periods presented: New products represemtyets introduced since 2005, and include ArctigliArcticLink I, Eclipse™ II,

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

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

Fiscal Years
2010 2009 2009
Revenue by geography:

United States $ 8,65: $ 6,23¢ $ 12,27:
Europe 4,58( 2,87¢ 4,82:
Taiwan 451 69 6,16¢
Japan 2,91¢ 1,54( 2,652
China 6,95( 2,81 3,46¢
Rest of North America 431 54¢ 758
Rest of Asia Pacific 2,221 994 1,77:

Total revenue $ 26,19¢ $ 15,07:  $ 31,91(

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

Fiscal Years
2010 2009 2008
Distributor “A” 24% 23% 14%
Distributor “B” 12% 15% 12%
Distributor “D” 22% 14% *
Customer “A” * * 17%
Customer “B” 11% 10% 17%

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

The following distributors and customers accourited.0% or more of the Company's accounts receévablof the dates presented:
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January 2, January 3,
2011 2010
Distributor “A” 23% 15%
Distributor “C” 20% *
Distributor “D” 18% 35%

* Represents less than 10% of accounts receivabdé the date presented.

As of the end of 2010 , less than 10% of the Comigdnng-lived assets, including property and emeépt and other assets, were
located outside the United States.

NOTE 13- SHELF REGISTRATION STATEMENT

On August 21, 2009, the Company filed a shelf tegfion statement on Form&-which was declared effective on September 29:
Under the shelf registration statement, the Compaizged $5.5 million, net of placement agent's et other offering expenses of $0.8
million on November 17, 2009 and has the abilityaise up to an additional $16.8 million througlp®enber 1, 2012. There can be no
assurance that such capital will be available omgeacceptable to the Company.

NOTE 14-COMMITMENTS AND CONTINGENCIES

Certain wafer manufacturers require the Comparfgrecast wafer starts several months in advance Cdmpany is committed to
take delivery of and pay for a portion of forecdsteafer volume. As of the end of 2010 and 200% ,Glompany had $2.8 million and $2.8
million , respectively, of outstanding commitmefdsthe purchase of wafer inventory.

The Company leases its primary facility under a-nancelable operating lease that expires in 201adtition, the Company rents
development facilities in Canada and India as agkales offices in Europe and Asia. Total reneasgp, net of sublease income, during 2010 ,
2009 and 2008 was approximately $0.5 million , $@illion and $0.6 million , respectively.

Future minimum lease commitments under the Compaipgrating leases, net of sublease income anddrglproperty taxes and
insurance are as follows:

Operating Leases

(in thousands)
Fiscal Years
2011 552
2012 513
2013 48
2014 and thereafter —
$ 1,11z

NOTE 15-LITIGATION
Initial Public Offering Securities Litigation

On October 26, 2001, a putative securities classrawas filed in the U.S. District Court for the@hern District of New York agair
certain investment banks that underwrote QuickLsedittial public offering, QuickLogic and some QliickLogic's officers and directors. The
complaint alleges excessive and undisclosed conons# connection with the allocation of sharesa@fimon stock in QuickLogic's initial
and secondary public offerings and artificially igrices through “tie-in” arrangements which regdithe underwriters' customers to buy
shares in the aftermarket at pre-determined piicemlation of the federal securities laws. Pldfstseek an unspecified amount of damages on
behalf of persons who purchased QuickLogic's spaskuant to the registration statements betweeab@ctl4, 1999 and December 6, 2000.
Various plaintiffs have filed similar actions ags®y virtually identical allegations against ové&l3other public companies, their underwriters,
and their officers and directors arising out offeaompany's public offering. These actions, inalgdihe action against QuickLogic, have been
coordinated for pretrial purposes and captiolmect Initial Public Offering Securities Litigatigrel MC 92, or IPO Securities Litigation.
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The parties have reached a global settlement ditthation. Under the settlement, the insurerstarpay the full amount of settlement
share allocated to the Company, and the Compatypeal no financial liability. The Company and titeer defendants will receive complete
dismissals from the case. Certain objectors hded fippeals. No hearing date has been set. The &oynafid not accrue any amounts relate
the proposed settlement because it was not redygoestbnable.

Patent Infringement Litigation

On August 31, 2009, Xpoint Technologies, Inc., sdrthe Company with a complaint for patent infrimgat. T complaint was filed in
the U.S. District Court for the District of Delaveaagainst the Company and a number of other def¢rcdapanies in the mobile phone
market. The complaint alleges wrongful manufacirimsing, selling or offering to sell products thrdtinge patent number 5,913,028 (the
“'028 Patent”) pertaining to a direct data-deliveystem and method for program-controlled, ditesntsfer of data along a bus or data pathway
between peer input/output devices in a data-praogspparatus or network. Plaintiff seeks a preiany and permanent injunction enjoining
Defendants from further infringement of the claiofishe patent, an unspecified amount of damagesngpensate for Defendants' infringem
and treble damages based on Defendants' copyingitifud infringement of the '028 Patent. On Septmm?21, 2009, Plaintiff served the
Company with a Second Amended Complaint for Pdtéringement and on October 19, 2010, Plaintifédila motion seeking leave to file a
Third Amended Complaint against the Defendants. Cbmpany has opposed Plaintiff's motion to amendt Biscovery is scheduled to enc
March 31, 2011 and trial is currently scheduledMiaty 7, 2012. The Company believes it has meritridefenses and intends to defend the
action vigorously.

An estimate of the possible loss or possible rarfdess associated with the resolution of thesdingancies cannot be provided with
certainty or with confidence, and therefore noreate is provided and the Company has not recordiedikty.

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

NOTE 16-SUBSEQUENT EVENT

None.
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SUPPLEMENTARY FINANCIAL DATA
QUARTERLY DATA (UNAUDITED)

Quarter Ended

January 2, October 3, April 4, January 3, June 28, March 29,
2011 2010 July 4, 2010 2010 2010 Sept. 27, 2009 2009 2009

(in thousands, except per share amount)

Statement of Operations:

Revenue $ 695¢ $ 733 $ 647¢ $ 542¢ $ 427¢ $ 333 $ 2911 $ 4,55
Cost of revenué 2,304 2,63¢ 2,55 2,11¢ 2,121 2,18¢ 1,58¢ 1,81¢
Long-lived asset impairmefit — — — — — 15C — —

Gross profit 4,654 4,691 3,92¢ 3,31 2,15¢ 99¢ 1,322 2,73t

Operating expenses:

Research and development 2,04¢ 1,817 1,53¢ 2,06( 1,31¢ 1,40( 1,87 1,612
Selling, general and administrative 2,68t 2,53¢ 2,51¢ 2,33t 2,74C 2,52¢ 2,70¢ 2,64:

Long-lived asset impairment
@

Restructuring cost’ — — — — 59 — — —

Loss from operations (79 34t (125) (2,082 (2,955 (2,929 (3,269 (1,522
Gain on sale of TowerJazz
Semiconductor Ltd. Sharés — — — 99z — — — —
Interest expense (20 12 27) (18 (15) (32) (23 (249
Interest income and other (expense), net  — 25 (50 (21) (23 (30) 45 (46)
Income (loss) before income taxes (89 35¢€ (202 (128) (2,999 (2,990 (3,242 (1,592
Provision for (benefit from) income
taxes® (20) (192) 13 15 (59) 7 (15) 4
Net income (loss) $ 69 $ 55C $ (215 $ (149 $ (1939 $ (2,997) $ (3,227)) $ (1,59¢
Net income (loss) per share:

Basic $ — $ 00z $ (001 s — $ (006 $ (0100 $ (@©.11) $ (0.09

Diluted $ — $ 001 $ (001 $ — $ (006 $ (0210 $ (011 $ (0.05

Weighted average shares:

Basic

36,22¢ 35,63¢ 35,38¢ 35,10/ 32,51 30,32: 30,08: 29,90¢

Diluted 36,22¢ 38,71 3538 35,10 3251C  30,32: 30,080  29,90¢

1)

()

(©)

4)
)

Total 2010 charges for excess inventory and otihritory reserves totaled $0.1 million, which reprged 0.4% of revenue. Charges
for excess inventory and other inventory reservesev$21,000, or 0.3% of revenue; $17,000, or 0.2%\enue; $73,000, or 1.3% of
revenue for the quarters ended, January 2, 20ltbp@rc3, 2010, and April 4, 2010 . Total 2009 clearfpr excess inventory and other
inventory reserves totaled $0.4 million, which esgented 3% of revenue. Charges for excess inveatmtyther inventory reserves
were $0.2 million, or 7% of revenue and $0.2 milliaf revenue, or 4% of revenue for the quarteredn8eptember 27, 2009 and
March 29, 2009, respectively.

Long-lived asset impairment in 2009 consisted $150,000 non-cash charge relating to the write-dofithe carrying value of the
TowerJazz prepaid wafer credit.

Restructuring costs of $59,000 in 2009 consisteaddlitional severance benefits relating to theruetiiring recorded in the first half

of 2008.

In the first quarter of 2010, the Company sold @00,of the TowerJazz ordinary shares which resittedgain of $993,00

In the third quarter of 2010, the Company recor@2@9,000 of tax benefit related to accumulatedratbenprehensive income (AO(
attributable to unrealized gains on investmentowarJazz.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

Not applicable.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceduregydesi to ensure that information required to beldésd in the reports we file or
submit pursuant to the Securities and ExchangeofAt834, as amended, is recorded, processed, supathand reported within the time
periods specified in the rules and forms of theuides and Exchange Commission, and that suchimdtion is accumulated and
communicated to our management, including our Cliefcutive Officer and Chief Financial
Officer, as appropriate, to allow timely decisiorgarding required disclosure.

Management, with the participation of the Chief &xteve Officer and Chief Financial Officer, has foemed an evaluation of our
disclosure controls and procedures. Based on vaisiation, our Chief Executive Officer and Chieh&ncial Officer have concluded that, as of
January 2, 2011 , our disclosure controls and phaes were effective.

Management's Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishingnaaiditaining adequate internal control over finah@gorting as defined in Rules
13a-15(f) and 15d:5(f) under the Securities Exchange Act of 1934raended. Internal control over financial reportisithe process design
by, or under the supervision of, our Chief Execaii@fficer and Chief Financial Officer, and effectedour board of directors, management
other personnel, to provide reasonable assurageediag the reliability of financial reporting attte preparation of consolidated financial
statements for external purposes in accordancegeittierally accepted accounting principles, anduihes$ those policies and procedures that:
(i) pertain to the maintenance of records thaeaspnable detail accurately and fairly reflecttoamsactions and dispositions of assets;

(i) provide reasonable assurance that transactionsecorded as necessary to permit preparatioansiolidated financial statements in
accordance with generally accepted account priesj@nd that receipts and expenditures of the Coyngee being made only in accordance
with authorizations of management and directothefcompany; and (iii) provide reasonable assuraegarding prevention or timely detect
of unauthorized acquisition, use or dispositiomorf assets that could have a material effect offinbacial statements.

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

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial Office
we conducted an assessment of the effectivenems @fiternal control over financial reporting astloé end of the period covered by this
Annual Report on Form 10-K. In making this assesgmee used the criteria based on the frameworkostt by the Committee of Sponsoring
Organizations of the Treadway Commission in “In&@ontrol - Integrated Framework.” Based on theilts of this assessment, management
(including our Chief Executive Officer and our Chiignancial Officer) has concluded that, as of dag2, 2011 , our internal control over
financial reporting was effective.

The effectiveness of the Company's internal cortvelr financial reporting as of January 2, 2011 been audited by
PricewaterhouseCoopers LLP, an independent regisfarblic accounting firm, as stated on their repppearing in this Annual Report on
Form 10-K.

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

ITEM 9B. OTHER INFORMATION

None.
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PART Il

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

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

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

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

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

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

which information is incorporated herein by referen

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

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

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

The information required by Item 13 is set fortidanthe captions “Board Meetings, Committees ang@uate Governance” and
“Transactions with Related Persons” in our Proxagt&nent, which information is incorporated hergindference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by Item 14 is set forttdanthe captionFees Billed to QuickLogic by PricewaterhouseCooplerring Fisce
Year 2010” in our Proxy Statement, which informatie incorporated herein by reference.
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PART IV
ITEM 15.EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(@) 1. Financial Statement
Reference is made to Item 8 for a list of all fioi@h statements and schedules filed as a pari®Réport.
2. Financial Statement Schedules
QuickLogic Corporation

Valuation and Qualifying Accounts
(in thousands)

Balance at Charged to
Beginning Costs and Balance at
of Period Expenses Deductions End of Period
Allowance for Doubtful Accounts:
Fiscal Year 2010 $ 10 $ 7% 1 $ 16
Fiscal Year 2009 10 — — 3 10
Fiscal Year 2008 194 44 (22¢) $ 10

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

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

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

Exhibit
Number Description
3.1?
Amended and Restated Certificate of Incorporatibthe Registrant.
3.2¢
Bylaws of the Registrant.
4.1"

Specimen Common Stock certificate of the Registrant

429 Rights Agreement, dated as of November 28, 20Qydmn QuickLogic Corporation and American StockriBfar & Trust
Company, as Rights Agent.

4.3%

Form of Common Stock Warrant.
10.1°%

Form of Indemnification Agreement for directors anckcutive officers.
10.2*"

QuickLogic Corporation 1999 Stock Plan.
10.3*"

Notice of Grant of Restricted Stock Units and Restd Stock Unit Agreement under the 1999 Stock Pla
10.4*"

Notice of Grant of Stock Options and Stock Optiomakd Agreement under the 1999 Stock Plan.
10.5*"

Notice of Grant of Stock Purchase Right and RestliStock Purchase Agreement under the 1999 Stack P
10.6""

QuickLogic Corporation 1999 Employee Stock Purchisa.
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Exhibit
Number Description
10.8"” Lease dated June 17, 1996, as amended, betweearsKailC and Moffet Orchard Investors as Landlord #re Registrant
for the Registrant's facility located in Sunnyvadalifornia.
10.9"
Patent Cross License Agreement dated August 28 bh88veen the Registrant and Actel Corporation.
10.10”
Share Purchase Agreement dated December 11, 2008drethe Company and Tower Semiconductor Ltd.
10.11%° Foundry Agreement dated December 11, 2000 as amaemiSeptember 17, 2001 between the Company andrTow
Semiconductor Ltd.
10.12%
Registration Rights Agreement dated January 18] 2B@ong, inter alia, the Company and Tower Semigotod Ltd.
10.13%"
Form of Change of Control Severance Agreement.
10.14%7
Form of Change of Control Severance Agreement fari®omas Hart.
10.15*
2005 Executive Bonus Plan, as restated.
10.16° Amendment dated May 28, 2002 to Share PurchasesAwret between QuickLogic Corporation and Tower $erductor
Ltd. dated December 11, 2000.
10.17% Second Amended and Restated Loan and Security tgreiebetween Silicon Valley Bank and the registedfective June
30, 2006.
10.18% First Amendment to Second Amended and Restated aodrSecurity Agreement between Silicon Valley Bank the
registrant effective June 27, 2007.
10.19* Second Amendment to Second Amended and RestateddmmhSecurity Agreement between Silicon ValleylBand the
registrant effective June 27, 2008.
10.20* Third Amendment to Second Amended and Restated andrSecurity Agreement between Silicon Valley Band the
registrant effective July 31, 2008.
10.21% Fourth Amendment to Second Amended and Restatea &oé Security Agreement between Silicon ValleylBand the
registrant effective August 19, 2008.
10.23"
Second Amendment to Lease Agreement between NetAppand QuickLogic Corporation effective Septembe, 2008.
10.24%%
QuickLogic Corporation 2009 Stock Plan.
10.25"*
QuickLogic Corporation 2009 Employee Stock Purclise.
10.26"*
Form of Notice of Grant and Stock Option Agreemamder the 2009 Stock Plan.
10.27%%
Form of Notice of Grant of Stock Purchase Rightd Restricted Stock Purchase Agreement under th@ 3aick Plan.
10.28"*
Form of Notice of Grant of Restricted Stock UnitlaRestricted Stock Unit Agreement under the 20@@ISPlan.
10.29% Fifth Amendment to Second Amended and Restated hodrSecurity Agreement between Silicon Valley Banll the
registrant effective September 25, 2009.
10.30*
Form of Subscription Agreement.
Sixth Amendment to Second Amended and Restated &odrsecurity Agreement between Silicon Valley Ban#l the
10.31* registrant effective June 28, 2010.
21.1° Subsidiaries of the Registrant.
23.1 Consent of Independent Registered Public Accouriing.
24.1 Power of Attorney.
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Exhibit

Number Description
31.1 CEO Certification pursuant to Section 302 of theb8anes-Oxley Act of 2002.
31.2 CFO Certification pursuant to Section 302 of theb8aes-Oxley Act of 2002.

CEO and CFO Certifications pursuant to 18 U.S.CtiBe 1350, as adopted pursuant to Section 90BeoSarbane®©xley Act
32 of 2002.

@ Incorporated by reference to the CompaRggistration Statement on Form S-1 declared éffe€@ctober 14, 1999 (Commission File
No. 33:-28833).

2 Incorporated by reference to the Compafgisual Report on Form 10-K filed on March 28, 2@bmmission File No. 0022671)

3) Incorporated by reference to the Compa@yiarterly Report on Form 10-Q filed on Novembe2@)1 (Commission File No. 000-
22671).

4) Incorporated by reference to the CompaRggistration Statement on Form 8-A filed on Decenl®), 2001 (Commission File
No. 00(-22671).

(5) Incorporated by reference to the Compaamgisual Report on Form 10-K filed on March 14, 2@@dmmission File No. 00@2671)

(6) Incorporated by reference to the Compa@yiarterly Report on Form 10-Q filed on August 2802 (Commission File No. 000-
22671).

@) Incorporated by reference to the CompaQyiarterly Report on Form 10-Q filed on November 202 (Commission File No. 000-
22671).

(8) Incorporated by reference to the Compaamgisual Report on Form 10-K filed on March 17, 2@@®mmission File No. 00@2671)

9 Incorporated by reference to QuickLog@lsrent Report on Form R-(Item 5.03) filed on May 2, 200

(10) Incorporated by reference to the Comma@ylarterly Report on Form 10-Q filed on DecemirZD06 (Commission File No. 000-
22671).

(11) Incorporated by reference to QuickLogietsrent Report on Form R-(Item 1.01) filed on April 28, 200

(12) Incorporated by reference to the CommaApnual Report on Form 10-K filed on March 15, 2¢gCGommission File No. 0022671)

(13) Incorporated by reference to the Comma@ylarterly Report on Form 10-Q filed on August2@07 (Commission File No. 000-
22671).

(14) Incorporated by reference to QuickLogietsrent Report on Form B-(Item 1.01 and Item 5.02) filed on September@DZ

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

(16) Incorporated by reference to the Comma@ylarterly Report on Form 10-Q filed on Augus2@08 (Commission File No. 000-
22671).

a7 Incorporated by reference to QuickLogieisrent Report on Form B-(Item 1.01) filed on August 19, 20(

(18) Incorporated by reference to the Comma@ylarterly Report on Form 10-Q filed on Novembe2@8 (Commission File No. 000-
22671).

(19) Incorporated by reference to the CompaAynual Report on Form 10-K filed on March 11, 2¢gGommission File No. 0022671)

(20) Incorporated by reference to QuickLogietsrent Report on Form B-(Item 1.01 and Item 5.02) filed on April 28, 20

(22) Incorporated by reference to QuickLogitisrent Report on Form B-(Item 1.01 and Item 5.02) filed on August 4, 2(

(22) Incorporated by reference to QuickLogietsrent Report on Form B-(Item 1.01) filed on October 1, 20t

(23) Incorporated by reference to QuickLogitisrent Report on Form B-(Item 1.01) filed on November 17, 20

(24) Incorporated by reference to QuickLogitisrent Report on Form BA (Item 1.01) filed on November 17, 201

(25) Incorporated by reference to QuickLogitlsrent Report on Form B-(Item 1.01) filed on July 1, 201

t The Company has requested confidential treatménsuant to Rule 406 for a portion of the refereneehibit and has separately filed such
exhibit with the Commission.

69




Table of Contents
SIGNATURES

Pursuant to the requirements of Section 13 or 1&{(the Securities Exchange Act of 1934, as amentiedRegistrant has duly caus
this report to be signed on its behalf by the usigeed, thereunto duly authorized on this’day of March 2011 .

Q uick L ocic C ORPORATION

By: / s/ Andrew J. Pease

Andrew J. Pease
President and Chief Executive Officer

POWER OF ATTORNEY

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

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

Signature Title Date
/S AnbREw J. PeAsSE President and Chief Executive Officer
Andrew J. Pease (Principal Executive Officer) March 11, 2011
/ s/ RALPH S. MARIMON Vice President, Finance, Chief Financial Officed &ecretaryPrincipal
Ralph S. Marimon Financial Officer and Principal Accounting Officer) March 11, 2011

/ s/ E. THomAas H ART
E. Thomas Hart Executive Chairman of the Board March 11, 2011

[ s/ M icHAEL J. CALLAHAN
Michael J. Callahan Director March 11, 2011

/ s/ M icHAaEL R. FARESE
Michael R. Farese Director March 11, 2011

/ s/ A RTURO K RUEGER
Arturo Krueger Director March 11, 2011

| s/ CHRISTINE R USSELL
Christine Russell Director March 11, 2011

/'sI GarY H. T auss
Gary H. Tauss Director March 11, 2011
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Exhibit

Number
3.1°
3.2¢9
4.1°
429
4.3%
10.1°*
10.2(14,15
10.3(14,15)
10.4(14,15)
10.5(14,15)
10.6(12,15)
10.8*"
10.9¢
10.10%
10.11*°
10.12¢
10.13%*
10.14%*
10.15%*
10.16°
10.17%
10.18%
10.19%
10.20%

10.21%

EXHIBIT INDEX

Description
Amended and Restated Certificate of Incorporatiothe Registrant.
Bylaws of the Registrant.

Specimen Common Stock certificate of the Registrant

Rights Agreement, dated as of November 28, 20Qivdmn QuickLogic Corporation and American StockriBfar &
Trust Company, as Rights Agent.

Form of Common Stock Warrant.

Form of Indemnification Agreement for directors anccutive officers.

QuickLogic Corporation 1999 Stock Plan.

Notice of Grant of Restricted Stock Units and Rettd Stock Unit Agreement under the 1999 Stock Pla
Notice of Grant of Stock Options and Stock Optiomakd Agreement under the 1999 Stock Plan.

Notice of Grant of Stock Purchase Right and RestliStock Purchase Agreement under the 1999 Stack P

QuickLogic Corporation 1999 Employee Stock PurcHzise.

Lease dated June 17, 1996, as amended, betweasKdilC and Moffet Orchard Investors as Landlord #re
Registrant for the Registrant's facility locatedSinnnyvale, California.

Patent Cross License Agreement dated August 2B ié8veen the Registrant and Actel Corporation.

Share Purchase Agreement dated December 11, 2000drethe Company and Tower Semiconductor Ltd.

Foundry Agreement dated December 11, 2000 as ademd8eptember 17, 2001 between the Company anérTow
Semiconductor Ltd.

Registration Rights Agreement dated January 181 20@ong, inter alia, the Company and Tower Semigociwa Ltd.
Form of Change of Control Severance Agreement.
Form of Change of Control Severance Agreement fari®mas Hart.

2005 Executive Bonus Plan, as restated.

Amendment dated May 28, 2002 to Share PurchaseeAget between QuickLogic Corporation and Tower
Semiconductor Ltd. dated December 11, 2000.

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

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

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

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

Fourth Amendment to Second Amended and Restaten &ioé Security Agreement between Silicon ValleyiBand
the registrant effective August 19, 2008.
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10.23* Second Amendment to Lease Agreement between NetAppand QuickLogic Corporation effective Septembe,
2008.
10.24%*
QuickLogic Corporation 2009 Stock Plan
10.25"*
QuickLogic Corporation 2009 Employee Stock PurcHzisa
10.26"*
Form of Notice of Grant and Stock Option Agreemamder the 2009 Stock Plan
10.27%%
Form of Notice of Grant of Stock Purchase Rightd Restricted Stock Purchase Agreement under th@ 3@sck Plan
10.28"*

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

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

10.30*
Form of Subscription Agreement.
Sixth Amendment to Second Amended and Restated aondrSecurity Agreement between Silicon Valley Band#l the
10.31® registrant effective June 28, 2010.
21.1° Subsidiaries of the Registrant.
23.1 Consent of Independent Registered Public Accourking.
24.1 Power of Attorney.
311 CEO Certification pursuant to Section 302 of theb&aes-Oxley Act of 2002.
31.2 CFO Certification pursuant to Section 302 of theb8aes-Oxley Act of 2002.
CEO and CFO Certifications pursuant to 18 U.S.Cti6e 1350, as adopted pursuant to Section 90BeoSarbanes-
32 Oxley Act of 2002.
(@B Incorporated by reference to the CompaRggistration Statement on Form S-1 declared éffe€@ctober 14, 1999 (Commission File
No. 33:-28833).
2 Incorporated by reference to the Compafgisual Report on Form 10-K filed on March 28, 2@bmmission File No. 0022671)
3) Incorporated by reference to the Compa@yiarterly Report on Form 10-Q filed on Novembe2@)1 (Commission File No. 000-
22671).
4) Incorporated by reference to the CompaRggistration Statement on Form 8-A filed on Deceni®, 2001 (Commission File

No. 00(-22671).
(5) Incorporated by reference to the Company's AnnegldR on Form 1-K filed on March 14, 2002 (Commission File No. -22671).
(6) Incorporated by reference to the Company's QugrReport on Form 10-Q filed on August 14, 2002 (@ussion File No. 000-

22671).

@) Incorporated by reference to the CompaQyiarterly Report on Form 10-Q filed on November 202 (Commission File No. 000-
22671).

(8) Incorporated by reference to the Compafgisual Report on Form 10-K filed on March 17, 2q@®»mmission File No. 0022671)

(9) Incorporated by reference to QuickLoglgrent Report on Form B-(Item 5.03) filed on May 2, 200

(10) Incorporated by reference to the Comma@ylarterly Report on Form 10-Q filed on DecemirZD06 (Commission File No. 000-
22671).

(11) Incorporated by reference to QuickLogietsrent Report on Form R-(Item 1.01) filed on April 28, 200

(12) Incorporated by reference to the CommaApnual Report on Form 10-K filed on March 15, 2¢g@Gommission File No. 0022671)

(13) Incorporated by reference to the Comma@ylarterly Report on Form 10-Q filed on August 2@07 (Commission File No. 000-
22671).

(14) Incorporated by reference to QuickLogietsrent Report on Form B-(Item 1.01 and Item 5.02) filed on September@)z

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

(16) Incorporated by reference to the Comma@ylarterly Report on Form 10-Q filed on Augus2@08 (Commission File No. 000-
22671).

a7 Incorporated by reference to QuickLogietsrent Report on Form B-(Item 1.01) filed on August 19, 20(

(18) Incorporated by reference to the Comma@ylarterly Report on Form 10-Q filed on Novembe2@8 (Commission File No. 000-
22671).

(29) Incorporated by reference to the CommApnual Report on Form 1Rfiled on March 11, 2008 (Commission F
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(20)
(21)
(22)
(23)
(24)
(25)

No. 000-22671).

Incorporated by reference to QuickLogieisrent Report on Form B-(Item 1.01 and Item 5.02) filed on April 28, 20
Incorporated by reference to QuickLogietsrent Report on Form B-(Item 1.01 and Item 5.02) filed on August 4, 2(
Incorporated by reference to QuickLogietsrent Report on Form B-(Item 1.01) filed on October 1, 20t
Incorporated by reference to QuickLogitisrent Report on Form B-(Item 1.01) filed on November 17, 20
Incorporated by reference to QuickLogitlsrent Report on Form R/A (Item 1.01) filed on November 17, 20!
Incorporated by reference to QuickLag@mirrent Report on Formi8{Item 1.01) filed on July 1, 201

Tt The Company has requested confidential treatmensuant to Rule 406 for a portion of the refereheghibit and has separately filed such
exhibit with the Commission.
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémdlee Registration Statements on Form S-8 (N8:-B39498, No. 333-123515,
No. 33:-76002, No. 333-34898, No. 333-34900 and No. 33332%and Form S-3 (No. 333-161501) of QuickLogiaawation of our report
dated March 11, 2011 relating to the financialestants, financial statement schedule and the aféaess of internal control over financial
reporting, which appears in this Form 10-K.

/sl PricewaterhouseCoopers LLP
San Jose, California
March 11, 2011



EXHIBIT 31.1
CERTIFICATIONS

I, Andrew J. Pease, certify that:
1. | have reviewed this annual report on FormKLOf QuickLogic Corporatior

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or omgitede a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nietadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statement$ atimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angtf@ periods presented in this report;

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

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

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

(c) Evaluated the effectiveness of the registrantslatisire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure contintbprocedures, as of the end of the period coveydhis report based on
such evaluation; and

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

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

(&) All significant deficiencies and material weaknessethe design or operation of internal contratiofimancial reporting
which are reasonably likely to adversely affectgistrant's ability to record, process, summaaizé report financial
information; and

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a significéain the
registrant's internal control over financial rejoagt

Date: March 11, 2011

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




EXHIBIT 31.2

I, Ralph S. Marimon, certify that:

1. | have reviewed this annual report on FormKLOf QuickLogic Corporatior

2. Based on my knowledge, this report does not cormajnuntrue statement of a material fact or omgitede a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nietadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statement$ atimer financial information included in this repdairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant's other certifying officer and | a@gponsible for establishing and maintaining disete controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andéiav

(a) Designed such disclosure controls and proceduregused such disclosure controls and proceduties ¢tesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhbsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifg prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finaheaorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princjples

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

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

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant's auditors and thatanmmmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

(&) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting
which are reasonably likely to adversely affectgistrant's ability to record, process, summaaizé report financial
information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant's internal control over financial rejrogt

Date: March 11, 2011

/sl Ralph S. Marimon
Ralph S. Marimon
Chief Financial Officer




EXHIBIT 32

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

I, Andrew J. Pease, certify, pursuant to 18 U.S€xtion 1350, as adopted pursuant to Section 9@&dBarbanes-Oxley Act of 2002,
that the Annual Report of QuickLogic Corporationfeorm 10K for the fiscal year ended January 3, 2010, fabynplies with the requiremer
of Section 13(a) or 15(d) of the Securities ExcleaAgt of 1934 and that information contained intsAnnual Report on Form 10-K fairly
presents in all material respects the financiallttmm and results of operations of QuickLogic Cangtion.

By: /s/ Andrew J. Pease

Date: March 11, 2011

Name: Andrew J. Pease

Title: President and Chief Executive Officer

I, Ralph S. Marimon, certify, pursuant to 18 U.SSg&ction 1350, as adopted pursuant to Section B Garbanes-Oxley Act of 2002,
that the Annual Report of QuickLogic Corporationfeorm 10K for the fiscal year ended January 3, 2010, fabynplies with the requiremer
of Section 13(a) or 15(d) of the Securities ExcleaAgt of 1934 and that information contained intsAninual Report on Form 10-K fairly
presents in all material respects the financiallttmm and results of operations of QuickLogic Cangtion.

By: /sl Ralph S. Marimon
Date: March 11, 2011
Name: Ralph S. Marimon

Title: Chief Financial Officer



