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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

XI Quarterly Report Pursuant to Section 13 or 15(d) othe Securities Exchange Act of 1934
For the Quarterly Period Ended July 2, 2006
or
O Transition Report Pursuant to Section 13 or 15(d) bthe Securities Exchange Act of 1934

For the transition period from to

Commission File No. 0-8866

MICROSEMI CORPORATION

(Exact name of registrant as specified in its chaer)

Delaware 95-2110371

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

2381 Morse Avenue, Irvine, California 92614

(Address of principal executive offices) (Zip Code)

(949) 221-7100

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 1two months (or fartsshorter period that the registrant was requindde such reports), and (2) has been
subject to such filing requirements for the pastags. Yes No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRnle 12b-2 of the Exchange Act. (Check one):

Large accelerated filelx] Accelerated filel ] Non-accelerated filel]
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgfe Act). Yes [J No
The number of shares of the issuer’'s Common S&@R0 par value, outstanding on August 4, 2006 %a$16,000.
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PART I - FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

The unaudited consolidated income statements éogqtiarter and nine months ended July 2, 2006 ofddémi Corporation and Subsidiaries
(which we herein sometimes refer to collectivelygcrosemi”, “the Company”, “we”, “our”, “ours” or‘'us”), the unaudited consolidated
statements of cash flows for the nine months edd&d2, 2006, and the comparative unaudited codatad financial information for the
corresponding periods of the prior year, togethiéh whe balance sheets as of October 2, 2005 dy®,J2006 (unaudited) are included

herein.
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MICROSEMI CORPORATION AND SUBSIDIARIES
Unaudited Consolidated Balance Sheets
(amounts in thousands, except per share data)

October 2, July 2,
2005 2006

ASSETS
Current asset:

Cash and cash equivalel $ 98,14¢  $153,46(

Short term investmen — 1,00(

Accounts receivable, net of allowance for doub#fctounts, $727 at October 2, 2005 and $1,424 aJul

2006 53,23: 67,98¢

Inventories 55,91" 82,99¢

Deferred income taxe 12,92: 9,63¢

Other current asse 2,101 5,551

Total current assets 222,32: 320,63¢
Property and equipment, r 58,36¢ 67,46(
Deferred income taxe 8,07 —
Goodwill 3,25¢ 54,05¢
Other intangible assets, r 4,49: 47,00¢
Other asset 4,06¢ 1,10(
TOTAL ASSETS $300,58:  $490,25°
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Notes payabl $ 121 $ 21:

Current maturity of lon-term liabilities 52C 40C

Accounts payabl 15,32 17,98(

Accrued liabilities 22,43¢ 22,83t

Income taxes payab 3,981 6,242

Total current liabilities 42,37¢ 47,67(
Deferred income taxe — 3,151
Long-term liabilities 3,617 3,531
Stockholder' equity:

Preferred stock, $1.00 par value; authorized 14b20es; none issut — —

Common stock, $0.20 par value; authorized 100,0@0es; issued and outstanding 63,504 and 70,995 at

October 2, 2005 and July 2, 2006, respecti 12,70: 14,20:

Capital in excess of par value of common st 163,13« 315,36

Retained earning 78,77¢ 106,32

Accumulated other comprehensive i (24) 13

Total stockholders’ equity 254,58t 435,90!
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $300,58:  $490,25°

The accompanying notes are an integral part oktetements.

4
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MICROSEMI CORPORATION AND SUBSIDIARIES
Unaudited Consolidated Income Statements
(amounts in thousands, except per share data)

Net sales
Cost of sale:
Gross profit
Operating expense
Selling, general and administrati
Research and developmt
In-process research and developn
Amortization of intangible asse
Impairment of assets, restructuring and severahasges / (credits
Total operating expense:
Operating income
Other income (expense
Interest incomt
Interest expens
Other, ne
Total other income
Income before income tax
Provision for income taxe
NET INCOME
Earnings per shan
Basic

Diluted

Common and common equivalent shares outstan
Basic

Diluted

The accompanying notes are an integral part oktetements.

5

Quarter Ended

July 3, July 2,
2005 2006
$75,21« $100,22:
41,52 56,74¢
33,69: 43,47
15,68( 14,22:

4,58: 6,67¢
— 15,30(
22¢ 1,40
(113 1,137

20,37¢ 38,74
13,31: 4,732
46¢ 1,31¢
(52) (41)

1 19

417 1,291
13,72¢ 6,02:
3,97¢ 5,90¢
$ 9751 $ 117
$ 0.1¢ $ 0.0C
$ 0.1t $ 0.0C
62,01 69,39
65,69 72,00¢
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MICROSEMI CORPORATION AND SUBSIDIARIES
Unaudited Consolidated Income Statements
(amounts in thousands, except per share data)

Net sales
Cost of sale:
Gross profit
Operating expense
Selling, general and administrati
Research and developmt
In-process research and developn
Amortization of intangible asse
Impairment of assets, restructuring and severahasges
Total operating expense:
Operating income
Other income (expense
Interest incomt
Interest expens
Other, ne

Total other income

Income before income tax
Provision for income taxe

NET INCOME

Earnings per shan
Basic

Diluted

Common and common equivalent shares outstan
Basic

Diluted

The accompanying notes are an integral part oktetements.

6

Nine Months Ended

July 3, July 2,
2005 2006
$218,28¢ $267,23:
130,80« 146,07:

87,48: 121,16
39,36 41,51
14,18¢ 16,39’
— 15,30(

68¢ 1,84¢
3,27¢ 2,29¢
57,51¢ 77,35¢
29,96¢ 43,80¢
924 3,32¢
(149) (120)

6 19

781 3,22¢
30,74¢ 47,03¢
9,68¢ 19,48!

$ 21,060 $ 27,55:
$ 034 $ 0.4C
$ 03: $ 0.3¢
61,19: 68,56¢
64,75¢ 71,72
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MICROSEMI CORPORATION AND SUBSIDIARIES
Unaudited Consolidated Statements of Cash Flows
(amounts in thousands)

Nine Months Ended

July 3, July 2,
2005 2006
Cash flows from operating activities:
Net income $21,06¢ $ 27,55:
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation and amortizatic 9,171 10,84¢
Provision for doubtful accoun 252 527
Loss on dispositions and retirements of as 547 17
In-process research and developn — 15,30(
Tax benefit from stock option exerci 9,44¢ —
Excess tax benefit from stock option exerci — (9,189
Charge for stock optior — 51k
Changes in assets and liabilities, net of acqaorsi
Accounts receivabl (7,742 (5,739
Inventories (12 (8,939
Other current asse 36€ (2,239
Other asset — 93
Accounts payabl (4,799 (1,416
Accrued liabilities (51¢€) (3,155
Income taxes payab (63¢) 14,23
Other lon¢-term liabilities (154) —
Net cash provided by operating activit 26,99: 38,42
Cash flows from investing activities:
Purchases of property and equipm (8,867) (7,929
Proceeds from sale of short term investm — 15,95
Changes in other asst 10 3,02¢
Cash consideration for acquisition and paymentliretct transaction costs, net of cash acqt — (23,899
Net cash used in investing activiti (8,850 (12,84
Cash flows from financing activities:
Payments of lor-term liabilities (580 (20€)
Exercise of employee stock optic 14,48" 20,74¢
Excess tax benefit from stock option exerci — 9,18¢
Net cash provided by financing activiti 13,90¢ 29,73:
Net increase in cash and cash equival 32,047 55,31
Cash and cash equivalents at beginning of p¢ 45,11¢ 98,14¢
Cash and cash equivalents at end of peric $77,16F $153,46(

The accompanying notes are an integral part oktetements.

7
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MICROSEMI CORPORATION AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENS
July 2, 2006

1. PRESENTATION OF FINANCIAL INFORMATION

The unaudited consolidated financial statementsidecthe accounts of Microsemi Corporation andufssidiaries (which we herein
sometimes refer to collectively as “Microsemi”, é&tlCompany”, “we”, “our”, “ours” or “us”). Intercomgmy transactions have been eliminated
in consolidation.

The financial information furnished herein is unised, but in the opinion of our management, inckidé adjustments (all of which are
normal, recurring adjustments) necessary for astatement of the results of operations for thégsrindicated. The results of operations for
the first nine months of the current fiscal yea aot necessarily indicative of the results to Xgeeted for the full year.

The accompanying unaudited consolidated finanté@éments have been prepared in accordance withgtractions to Form 10-Q, and
therefore do not include all information and noigcbbsures necessary for a fair presentation afnfonal position, results of operations and
cash flows in conformity with generally acceptedamting principles. The unaudited consolidatedritial statements and notes should be
read in conjunction with the consolidated finansi@tements and notes thereto in the Annual Repofform 10-K for the fiscal year ended
October 2, 2005.

Critical Accounting Policies and Estimates

The unaudited consolidated financial statemente lh@en prepared in accordance with accountingiptascgenerally accepted in the United
States that require us to make estimates and asmsthat may materially affect the reported antsur assets and liabilities at the date of
the unaudited consolidated financial statementsremehues and expenses during the periods repéytdahl results could differ materially
from those estimates. Information with respectuoaitical accounting policies which we believauttbhave the most significant effect on
our reported results and require subjective or derjuodgments is contained in the notes to the cliststed financial statements in the
Annual Report on Form 10-K for the fiscal year eth@@xtober 2, 2005.

2. INVENTORIES
Inventories were as follows (amounts in thousands):

October 2,
July 2,
2005 2006
Raw Materials $14,21¢ $21,60%
Work in Progres: 26,27¢ 42,23(
Finished Good 15,42 19,15¢

$55,91" $82,99¢




Table of Contents

3. GOODWILL AND OTHER INTANGIBLE ASSETS, NET
Goodwill and other intangible assets, net, wertobews (amounts in thousands):

October 2,

July 2,

2005 2006
Goodwill $ 3,25¢  $54,05¢

Other intangible assets, r

Completed technolog 4,211 41,93(
Customer relationshiy 171 3,317
Backlog — 1,692
Other 111 67
Other intangible assets, r $ 4,49  $47,00¢

The increase in goodwill and other intangible assstt, between October 2, 2005 and July 2, 20@6eckto the acquisition of Advanced
Power Technology, Inc. which is further describedbte 12.

4. CONTINGENCY

In Broomfield, Colorado, the owner of a propertgdted adjacent to a manufacturing facility ownedviigrosemi Corp.—Colorado (“the
Subsidiary”) had notified the subsidiary and otparties, of a claim that contaminants migratedisgphoperty, thereby diminishing its value.
In August 1995, the subsidiary, together with Cd@oscelain Company, FMC Corporation and Siemengadgiectronics, Inc. (former owne
of the manufacturing facility), agreed to settle tiaim and to indemnify the owner of the adjagepperty for remediation costs. Although
TCE and other contaminants previously used by folmmaers at the facility are present in soil andugrdwater on the subsidiary’s property,
we vigorously contest any assertion that the sidnsidaused the contamination. In November 1998sigeed an agreement with the three
former owners of this facility whereby they haverdimbursed us for $530,000 of past costs, 2) asduesponsibility for 90% of all future
clean-up costs, and 3) promised to indemnify adgot us against any and all third-party claimatieg to the contamination of the facility.
An Integrated Corrective Action Plan was submitiethe State of Colorado. Sampling and managemanspvere prepared for the Colorado
Department of Public Health & Environment. Statd &tal agencies in Colorado are reviewing curdaa and considering study and
cleanup options. The most recent forecast estinthttdhe total project cost, up to the year 20@8,ld be approximately $5,300,000;
accordingly, by assuming that this amount is adeusad that the indemnifying parties will pay 90¢4tos amount as agreed without need
us to incur material costs to enforce that agreémenreserved for this contingency by recordirapatime charge of $530,000 for the life
this project in fiscal year 2003. There has noinbey significant development since September @832

We are involved in other normal litigation matteagsing out of the ordinary routine conduct of business, including from time to time
litigation relating to commercial transactions, tants, and environmental matters. In the opinibmanagement, the final outcome of these
matters will not have a material adverse effecoonfinancial position, results of operations osftdlows.

5. COMPREHENSIVE INCOME

Comprehensive income is defined as the changeuiitye@et assets) of a business enterprise duhiegeériod from transactions and other
events and circumstances from rmmrer sources. Our comprehensive income consiststahcome and the change of the cumulative fo
currency translation adjustment. Accumulated otleenprehensive loss consists of the cumulative goreurrency translation adjustment.

9
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Total comprehensive income for the quarters and nmionths ended July 3, 2005 and July 2, 2006 waoelated as follows (amounts in
000's):

Quarters Ended Nine Months Ended
July 2,
July 3, July 3, July 2,
2005 2006 2005 2006
Net income $9,751 $117 $21,06¢ $27,55:
Translation adjustmel — 25 — 32
Comprehensive incon $9,751 $14z $21,06¢ $27,58¢

6. EARNINGS PER SHARE

Basic earnings per share have been computed bpeadhe weighted average number of common shatetaading during the respective
periods. Diluted earnings per share have been ctmdpwhen the result is dilutive, using the tregsiock method for stock options
outstanding during the respective periods.

Earnings per share (“EPS”) for the respective guarand nine months ended July 3, 2005 and J@@QG were calculated as follows
(amounts in thousands, except per share data):

Quarters Ended Nine Months Ended
July 3, July 2, July 3, July 2,
2005 2006 2005 2006
BASIC
Net income $9,751 $ 117 $21,060 $27,55:
Weightec-average common shares outstanding for k 62,01: 69,397 61,19¢ 68,56¢
Basic earnings per she $ 016 $ 00C $ 034 $ 04cC
DILUTED
Net income $9,751 $ 117 $21,06: $27,55:
Weighte-average common shares outstanding for k 62,01: 69,397 61,19¢ 68,56¢
Dilutive effect of stock option 3,68¢ 2,60¢ 3,56¢ 3,152
Weightec-average common shares outstanding on a diluted 65,697 72,006 64,75¢ 71,72
Diluted earnings per sha $ 01f ¢ 00C $ 03% $ 0.3¢

10
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In the third quarter of fiscal years 2005 and 2G{Qfroximately 8,000 and 604,000 options, respelstiwvere excluded in the computation of
diluted EPS and in the first nine months of fispadhrs 2005 and 2006, approximately 65,000 and R@&@tions, respectively, were excluded
in the computation of diluted EPS, as in each pefioese options would have been anti-dilutive.

7. RECENTLY ADOPTED ACCOUNTING ANNOUNCEMENTS
Statement of Financial Accounting Standards No. 151

In November 2004, the Financial Accounting Standddard issued FAS No. 151, “Inventory costs, asradment of ARB No. 43 Chapter
4", This Statement amends the guidance in ARB 8o CGhapter 4, “Inventory Pricingtd clarify the accounting for abnormal amountsdbé
facility expense, freight, handling costs, and wdsnaterial (spoilage). It requires that those stém recognized as current-period charges
regardless of whether they meet the criteria inetlidier guidance of “so abnormalh addition, this Statement requires that allogatibfixed
production overheads to the costs of conversiopased on the normal capacity of the productiorifi@s. The provisions of this statement
shall be applied prospectively for inventory caetaurred during fiscal years beginning after JuBg2D05 (our fiscal year 2006). The
adoption of this statement did not have a matariphct on our results of operations, financial posior cash flow.

Statement of Financial Accounting Standards No. 12@evised 2004)

In December 2004, the Financial Accounting Stansl&aiard issued a revision of Statement of Finariabunting Standards No. 123,
“Accounting for Stock-Based Compensation” (“FAS RZB FAS 123R supersedes APB Opinion No. 25, “Aating for Stock Issued to
Employees,” and its related implementation guidaarg eliminates the alternative to use Opinion 28isnsic value method of accounting
that was provided in Statement 123 as originaliyésl. Under Opinion 25, issuing stock options tplegrees generally resulted in recogni
of no compensation cost. FAS 123R requires entitigscognize the cost of employee services redaivexchange for awards of equity
instruments based on the grant-date fair valubasd awards (with limited exceptions). On MarchZ®)5, the SEC issued Staff Accounting
Bulletin 107 (“SAB 107") which expresses the viesigthe SEC regarding the interaction between FAZRL2nd certain SEC rules and
regulations and provides the SEC’s views regarthiegvaluation of share-based payment arrangemenpiblic companies. In particular,
SAB 107 provides guidance related to share-basgthgat transactions with non-employees, the trasitiom nonpublic to public entity
status, valuation methods (including assumptioh si$ expected volatility and expected term), ttomanting for certain redeemable
financial instrument issues under share-based patyaneangements, the classification of compensatigrense, non-GAAP financial
measures, first-time adoption of FAS 123R in aerim period, capitalization of compensation costated to share-based payment
arrangements, the accounting for income tax effefceéhare-based payments arrangements upon adaptiokS 123R, the modification of
employee share options prior to adoption of FASRL,2d disclosures in Management's Discussion amalyais of Financial Condition and
Results of Operations subsequent to adoption of E2Z3R. We adopted FAS 123R in the first quartdisehl year 2006. As a result, we
recorded $322,000 and $1,039,000 of compensatiparse, net of tax, in the quarter and nine monthbea July 2, 2006. The future effects
may be higher but are currently not estimable.

Statement of Financial Accounting Standards No. 153

In December 2004, the Financial Accounting Stansl&aiard issued FAS No. 153, “Exchanges of Nonmoypétasets — an amendment of
APB Opinion No. 29". The guidance in APB Opinion.Na®, Accounting for Nonmonetary Transactions,asdal on the principle that
exchanges of nonmonetary assets should be medsased on the fair value of the assets exchangedgiiidance in that Opinion, however,
included certain exceptions to that principle. Thiatement amends Opinion 29 to eliminate the aiarefor nonmonetary exchanges of
similar productive assets and replaces it withrzega exception for exchanges of nonmonetary a#isatslo not have commercial substance.
A nonmonetary exchange has commercial substangdfdhk future cash flows of the entity are exgekcto change significantly as a resul
the exchange. This statement is effective for nametary asset exchanges occurring in fiscal petiedgnning after June 15, 2005. The
adoption of this statement did not have a matariphct on our results of operations, financial posior cash flow.

11



Table of Contents

FASB Staff Position No. FAS 109-1 and FASB Staff Bdion No. FAS 109-2

In December 2004, the FASB issued FASB Staff RosiNo. FAS 109-1 “Application of FASB Statement N@9, ‘Accounting for Income
Taxes’, to the Tax Deduction on Qualified Productirctivities by the American Jobs Creation Act 602" (“FSP FAS No. 109-1") and
FASB Staff Position No. 109-2, “Accounting and Disure Guidance for the Foreign Earnings Repatriafirovision within the American
Jobs Creations Act of 2004” (“FSP FAS No. 109-Ihe American Jobs Creation Act of 2004 (“AJCA") pides several incentives for U.S.
multinational corporations and U.S. manufactursugject to certain limitations. The incentives udg an 85% dividends received deduction
for certain dividends from controlled foreign coragtions that repatriate accumulated income abraada deduction for domestic qualified
production activities taxable income. The adoptiohESP FAS 109-1 and FSP 109-2 did not have armabimpact on our consolidated
financial position, results of operations or caskvg.

8. RECENTLY ISSUED ACCOUNTING STANDARDS
Statement of Financial Accounting Standards No. 154

In June 2005, the Financial Accounting Standardsr@dssued FAS No. 154, “Accounting Changes andrEorrections — a replacement of
APB Opinion No. 20 and FASB Statement No. 3" (“FAS4"). This Statement generally requires retrospectpplication to prior periods’
financial statements of changes in accounting fpiecPreviously, Opinion No. 20 required that mesiuntary changes in accounting
principle were recognized by including the cumuwiatéffect of changing to the new accounting prilecip net income of the period of the
change. FAS 154 applies to all voluntary changexgounting principle. It also applies to changepiired by an accounting pronouncement
in the unusual instance that the pronouncementigoiEisclude specific transition provisions. Whepranouncement includes specific
transition provisions, those provisions shoulddieived. This Statement shall be effective for actng changes and corrections of errors
made in fiscal years beginning after December 0853 our fiscal year 2007). We do not expect thapéidn of this statement will have a
material impact on our results of operations, faiahposition or cash flow.

FASB Interpretation No. 48

In June 2006, the FASB issued Interpretation No(F4B 48), Accounting for Uncertainty in Income Tx FIN 48 prescribes detailed
guidance for the financial statement recognitioragurement and disclosure of uncertain tax positiecognized in an enterprise’s financial
statements in accordance with FASB Statement N®,. A€counting for Income Taxes. Tax positions maset a more-likely-than-not
recognition threshold at the effective date todmognized upon the adoption of FIN 48 and in subsegperiods. FIN 48 will be effective for
fiscal years beginning after December 15, 2006 {isaal year 2008) and the provisions of FIN 48 Wwé applied to all tax positions under
Statement No. 109 upon initial adoption. The curingaeffect of applying the provisions of this ireetation will be reported as an
adjustment to the opening balance of retained egsrfor that fiscal year. The Company is curreatlgluating the potential impact of FIN 48
on its consolidated financial statements.

Emerging Issues Task Force EITF 06-3

In June 2006, the Emerging Issues Task Force (“BliBBued EITF 06-3, “How Taxes Collected from Gumers and Remitted to
Governmental Authorities Should Be Presented irlnbheme Statement (That Is, Gross versus Net Piagam)” to clarify diversity in

practice on the presentation of different typetagés in the financial statements. The Task Foooeloded that, for taxes within the scope of
the issue, a company may adopt a policy of praesgméxes either gross within revenue or net. Tat may include charges to customers for
taxes within revenues and the charge for the thwes the taxing authority within cost of sales, alternatively, it may net the charge to the
customer and the charge from the taxing authdfitaxes subject to EITF 06-3 are significant, anpany is required to disclose its
accounting policy for presenting taxes and the antsoaf such taxes that are recognized on a grass.3de guidance in this consensus is
effective for the first interim reporting perioddiening after December 15, 2006 (the second queafteur fiscal year 2007). We do not
expect the adoption of EITF 06-3 will have a matiermpact on our results of operations, financwagipion or cash flow.

12
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9. STOCK-BASED COMPENSATION

In December 1986, the Board of Directors adoptemheentive stock option plan (the “1987 Plan”)amsended, which reserved 3,400,000
shares of common stock for issuance. The 1987wdsnapproved by the stockholders in February 1987aaended in February 1994, ar
for the purpose of securing for us and our stodkdad the benefits arising from stock ownershipdigcted officers, directors and other key
executives and certain key employees. The planiggsevfor the grant by the Company of stock opti@teck appreciation rights, shares of
common stock or cash. As of July 2, 2006, we hagetgd only options under the 1987 Plan. Optioasitgd prior to February 22, 2006, n
be exercised within ten years from the date theygaanted, subject to early termination upon deattessation of employment, and are
exercisable in installments determined by the Badiidirectors. Options granted on or after Febri22y2006, have the same terms as those
granted prior to February 22, 2006, with the exicepthat they must be exercised within six yeaosnfthe date they are granted. If an
employee owns more than 10% of the total combiraihg power of all classes of our stock, the exsergieriod is limited to five years and
the exercise price is 10% higher than the closimgen the grant date. It is our policy to satigfg exercise of employee stock options with
newly issued shares of common stock.

At the annual meeting on February 29, 2000, thekstolders approved several amendments to the 1@8Adhich: 1) extended its
termination date to December 15, 2009; 2) increastdlly by 1,060,800 the number of shares avdddor grants; 3) effected annual
increases on the first day of each fiscal yeahefrtumber of shares available for grant in incramehn4% of our issued and outstanding
shares of common stock; and 4) added flexibilitypbymitting discretionary grants to non-employeaediors and other non-employees. At
July 2, 2006, there were 2,930,000 shares avaifabigrant under the Plan.

Beginning in fiscal year 2006, we adopted FAS 18R modified prospective transition method to aotdor our employee stock options.
Under the modified prospective transition methadt, ¥alue of new and previously granted but unweésteck options are recognized as
compensation expense in the income statement, raordpgriod results are not restated. In the quantel nine months ended July 2, 20086,
operating income decreased by $501,000 and $1 87 9%8spectively, net income decreased by $47300061,145,000, respectively. For
the quarter ended July 2, 2006, basic and diludedirgs per share were each reduced by $0.01hEarine months ended July 2, 2006, basic
and diluted earnings per share were each reduc&0.62.

Compensation expense for the quarter and nine mamttied July 2, 2006 for stock options grantedcaméerted during the quarter was
calculated on the date of grant using the Blackef&shoption pricing model with the following weigltkaverage assumptions:

July 2, 2006
Quarter Nine Months
Ended Ended
Risk free interest rai 5.C% 4.%%
Expected dividend yiel None None
Expected life (years 1.8 2.C
Expected volatility 35.2% 40.2%

Expected term was estimated based on historicatiseedata that was stratified between memberseoBbard of Directors, executive and
non-executive employees. Expected volatility wasreged based on historical volatility using equaieighted daily price observations over
a period approximately equal to the expected lifeach option. The risk free interest rate is basethe implied yield currently available on
U.S. Treasury securities with an equivalent renmgiierm. Additionally, no dividends are expectethéopaid.

In connection with the acquisition of Advanced Powechnology, Inc. (“APT”) in April 2006, 568,363%tons were converted from existing
APT options into Microsemi options (see Note 12)e3e options were assigned a weighted averageterecm of 1.2 years, weighted
average volatility of 31.6%, and weighted averagk free rate of 4.9%.

13
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For the nine months ended July 2, 2006, the compeanyted 60,000 options to members of the Boaiigctors which immediately vest
and expire six years from the date of grant. Alfert532,665 were granted to employees, of which2D@0vest annually in equal amounts
over a four year period and expire ten years frioendate of grant and 432,465 vest annually in egonalunts over a three year period and
expire six years from the date of grant. Finallyconnection with the acquisition of APT in AprD@6, 568,363 options were converted from
APT options into Microsemi options (see Note 12)e3e converted options maintained the same veatidg@xpiration dates as the initial
APT options while strike price was adjusted bytbaversion ratio of one APT option to approximai@lyl Microsemi options. Options
granted and converted in the quarter and nine nsagrtded July 2, 2006 had a weighted-average gedatfair value of $10.32 and $11.15,
respectively. Options granted and converted irgtheter and nine months ended July 2, 2006 haul edfaie of $10,294,000 and
$12,946,000, respectively. Options granted in thergr and nine months ended July 3, 2005 had ghtezi-average grant date fair value of

$8.71 and $10.41, respectively. Options grantegliarter and nine months ended July 2, 2006 hail ealwe of $749,000 and $4,018,000,
respectively.

The total intrinsic value of options exercised dgrthe nine months ended July 2, 2006 was appraeiyn$d52,520,000. At July 2, 2006,

unamortized compensation expense related to urtvepteons, net of forfeitures, was approximately734,000. The weighted average pe
over which compensation expense related to thesenspwill be recognized is 3.0 years.

A summary of stock option activity, vesting andcprinformation is as follows:

Weighted-
Average
Stock Exercise

Options Price
Outstanding at October 2, 20 12,080,65 $ 14.11
Granted 1,161,02 22.7¢
Exercisec (2,625,24) 8.22
Forfeited (64,687) 23.17
Outstanding at July 2, 20( 10,551,75 $ 16.4i
Vested 9,970,60! $ 15.91
Unvestec 581,14¢ $ 26.0¢

The estimated fair value of stock options grantethé quarter and nine months ended July 2, 20@5caigulated on the date of grant using
the Black-Scholes option pricing model with thddaling weighted-average assumptions:

July 3, 2005
Quarter Nine Months
Ended Ended
Risk free interest rai 3.8% 4.C%
Expected dividend yiel None None
Expected life (years 5.C 5.C
Expected volatility 86.(% 87./%

At July 2, 2006, the intrinsic value and averageaming life were $99,234,000 and 7.8 years fostauiding options and $98,394,000 and
years for vested option

Prior to our adoption of FAS 123R, Statement ofafitial Accounting Standards No. 123, “AccountingStock-Based Compensation” (FAS
123) provided an alternative to APB 25 in accounfor stock-based compensation issued to employe3.123 provided for a fair value
based method of accounting for employee stock nptamd similar equity instruments. However, comgsitiat continued to account
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for stock-based compensation arrangements under2sRere required by FAS 123 to disclose, in thiesito financial statements, the pro
forma effects on net income and net income pereshsiif the fair value based method prescribedAsy £23 had been applied. Prior to our
adoption of FAS 123R, we accounted for stock-basedpensation using the provisions of APB 25 andegmted the pro forma information
required by FAS 123 as amended by Statement ohEiabAccounting Standards No. 148, “Accounting $tock-Based Compensation-
Transition and Disclosure” (FAS 148).

The following table illustrates the effect on netéme and earnings per share as if the fair vadsedmethod had been applied to all
outstanding awards for the quarter and nine moeided July 3, 2005 (amounts in thousands, excepinga per share):

July 3, 2005
Nine months
Quarter
Ended Ended
Net income, as reporte $ 9,751 $ 21,068
Deduct: Total stock-based employee compensatioaresgpdetermined under fair value based methodlfor a
awards, net of related tax effe (2,555 (7,599
Pro forma net incom $ 7,19¢ $ 13,46¢
Earnings per shan
Basic- as reporte: $ 0.1¢ $ 0.34
Basic- pro forma $ 0.12 $ 0.27
Diluted - as reporte: $ 0.1f $ 0.3
Diluted - pro forma $ 0.11 $ 021

In August 2005, we announced that we would acceehe vesting of certain unvested stock optiorsyipusly awarded to eligible
participants under our 1987 Stock Plan, as amendigah our planned adoption of FASB Statement N8R, 2Share-Based Payment,”
effective for fiscal year 2006, vesting of unvestgdions would have added to our compensation esqperherefore, we accelerated vesting
into fiscal year 2005 before the new accounting tabk effect. We restrict sales of any sharesiaedupon the exercise of accelerated
options (except as necessary to cover the exqudise and satisfy taxes) until the dates on whigthsptions would have vested under their
original vesting schedules.

As a result of this vesting acceleration, optianptrchase approximately 5,148,000 shares of constumk became vested and exercisab
September 21, 2005, including approximately 1,32@ @ptions granted to executive officers. The iir#i¢ value of the accelerated options
was approximately $76,903,000, of which $20,431 j@0éted to options held by executive officers. @emsation expense that would have
been recorded absent the accelerated vesting wasxamately $35,746,000, of which approximately #69,000 would have been recorded
in fiscal year 2006.

In the fourth quarter of fiscal year 2005, we relgat a $5,463,000 non-cash compensation chargeeaslaof the accelerated vesting related
for the excess of the intrinsic value over the faarket value of the Company'’s stock on the aca#tar date of those options that would have
been forfeited had the vesting not been acceler&tatbtermining the forfeiture rates, the Compeswiewed the impact of divisions that wi
previously sold or consolidated, one-time evenas #ie not expected to recur and whether optiome tveld by executive officers of the
Company. The compensation charge will be adjustddture periods as actual forfeitures are realibethe quarter ended April 2, 2006, we
recorded a credit of $1,065,000 as an adjustmethietoriginal charge based on an revised forfeitate estimate.
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10. SEGMENT INFORMATION

We manage our business on the basis of one repmgapment, as a manufacturer of semiconductatéferent geographic areas, including
the United States, Europe and Asia.

We derive revenue from sales of our high performantalog/mixed signal integrated circuits and pcavet high reliability individual
component semiconductors. These products inclutieidtual components as well as integrated circoiitions that enhance customer
designs by improving performance, reliability aradtbry optimization, reducing size or protectinguits. The principal markets that we se
include medical, defense/aerospace, notebook carguhonitors and LCD TVs, automotive and mobileraxtivity applications. We
evaluate direct OEM sales by end-market based oorerstanding of end market uses of our produmtissales by channel.

Net sales by the originating geographic area, eaket and long lived assets by geographic areasafellows (amounts in thousand

Quarter Ended Nine Months Ended

July 3, July 2, July 3, July 2,

2005 2006 2005 2006

Net Sales

United State: $64,93: $ 86,97, $190,20( $234,41°
Europe 9,09¢ 11,91¢ 25,27( 28,91(
Asia 1,18: 1,33¢ 2,81¢ 3,90¢
Total $75,21: $100,22. $218,28t $267,23:
Commercial Air / Spac $16,67¢ $ 20,84¢ $ 45,18¢ $ 58,42
Defense 24,47" 33,57« 72,68¢ 85,18!
Industrial / Semica, 6,107 14,33: 18,11¢ 28,36
Medical 10,44( 9,927 26,63 28,96
Mobile / Connectivity 5,71¢ 7,811 17,24* 22,34,
Notebook / LCD TVs / Displa 11,80: 13,73( 38,41¢ 43,95¢
Total $75,21: $100,22. $218,28t $267,23:

October 2, July 2,

2005 2006

Long lived assets

United State: $ 56,547 $ 65,06
Europe 86( 1,42¢
Asia 95¢ 97C
Total $ 58,36¢ $ 67,46(

11. RESTRUCTURING CHARGES AND ASSET IMPAIRMENTS
Phase |

In 2001, we commenced our Capacity Optimizationdfigement Program (the “Plan”) to increase compaiaig-wapacity utilization and
operating efficiencies through consolidations aalignments of operations.

We started phase 1 of the Plan in fiscal year 26@ich included (a) the closure of most of our @piens in Watertown, Massachusetts
(“Watertown”) and relocation of those operation®ther
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Microsemi operations in Lawrence and Lowell, Massmetts (“Lawrence” and “Lowell”) and Scottsdalgjzdna (“Scottsdale”) and (b) the
closure of the Melrose, Massachusetts operatiodselacation of those operations to Lawrence. phiase was completed as of October 2,
2005.

Phase Il

In October 2003, we announced the consolidatiauofoperations in Santa Ana, California (“Santa’Amato operations in Garden Grove,
California (“Garden Grove”) and Scottsdale, Arizqh&cottsdale”). Santa Ana had approximately 38@leyees and occupied 123,000
square feet in two facilities, including 93,000 arpifeet in owned facilities and 30,000 squareifeédcilities that are leased by us from a
third party under a 30-year capital lease. Santa @etounted for approximately 13% of our net saldiscal year 2004. In the fourth quarter
of fiscal 2004, Scottsdale began to ship all presltitat had previously been shipped by Santa Ana.

Restructuring-related costs have been and wilebended in accordance with FAS 11ZErployers’Accounting for Postemployment Bene
(“FAS 112") or FAS 146, “Accounting for the Costs#ociated with Exit or Disposal Activities” (“FASI&"), as appropriate. The severance
payments totaled approximately $4.5 million andered approximately 350 employees, including 55 mament positions. Approximately
30 employees have been transferred to other Miorosperations. In fiscal year 2006, we recorde@@uditional $765,000 for other
restructuring related expenses, primarily for emvinental compliance reports, facility restoratiang relocation of equipment and reversed
$54,000 in severance expense, in accordance wigh 6. We have not incurred any material chargedacellations of operating leases.
Any other change of estimate will be recognizedmaadjustment to the accrued liabilities in thagabof change. Production in Santa Ana
ceased in the third quarter of fiscal year 2005.

The following table reflects the activities relatedthe consolidation of Santa Ana and the accliaddities in the consolidated balance sheets
at the dates below (amounts in thousands):

Other

Employee Relatec

Severanci Costs Total
Balance at September 26, 2( $386¢ $— $ 3,86¢
Provisions 207 40¢ 61t
Reduction of benefit (837) — (837)
Cash expenditure (2,986 (40¢) (3,399
Balance at October 2, 20 $ 258 $— $ 252
Provisions — 765 765
Cash expenditure (299) (76%5) (9649)
Reversal of prior provisio (54) — (54)
Balance at July 2, 20C $ — $ — $ —

In the second quarter of fiscal year 2004, we et consolidate the remainder of our Watertoweratons. We moved production to our
operations in Scottsdale and Lowell. Restructuriglgted costs were recorded in accordance with F&Sor FAS 146, as appropriate.
Severance payments totaled $372,000 and coveredxaptely 30 employees, including 4 managemenitipos. The consolidation of the
Watertown operations was completed in December 2004
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The following table reflects the activities of tfieal phase of the consolidation in Watertown amel lfabilities included in accrued liabilities
in the consolidated balance sheets at the dates/l{amounts in thousands):

Other
Employee Relatec
Severanci Costs Total
Balance at September 26, 2( $ 461 $— $ 461
Provisions 15 10C 11E
Reversal of prior provisio (109 — (109
Cash expenditure (372 (100 (472)
Balance at October 2, 20! $ — $— $—

In the first quarter of fiscal year 2005, we reeut&267,000 of severance for 22 employees at aenatipns in Broomfield, Colorado
(“Broomfield”), including 1 management position,ancordance with FAS 112. This severance amounpaiasby the end of the third
quarter of fiscal year 2005.

Phase llI

In July 2005, we announced 1) the consolidatioopafrations in Broomfield, Colorado into other Misemi facilities and 2) the closure of 1
manufacturing operations of Microsemi Corp.-Ireldficeland”).

There has been no impairment charge required iordance with FAS 144/4ccounting for the Impairment or Disposal of Loniged

Assets). We currently do not expect any material impainingharge. Other consolidation associated costs asiinventory, workforce
reduction, relocation and reorganization charge® liieeen and will be reported, when incurred, asuetsiring costs in accordance with FAS
146 (Accounting for Costs Associated with Exit or Disgddctivities), FAS 112 or FAS 151lfventory Costs—an amendment of ARB

No. 43, Chapter ), as applicable.

Broomfield has approximately 150 employees and piesua 130,000 square foot owned facility. Brootdfeccounted for approximately 9%
and 5% of our net sales in the first nine monthischl years 2005 and 2006, respectively. In teoad quarter of fiscal year 2005, we
recorded estimated severance payments of $1,13h@@@ordance with FAS 112. The severance payntewer approximately 148
employees, including 14 management positions. &eeerpayments commenced in the second quartescad frear 2006. In fiscal year 2006,
we recorded $1,226,000 for other restructuringteel@xpenses, primarily for travel, planning andipement relocation, in accordance with
FAS 146.

The following table reflects the activities relatedhe consolidation of Broomfield and the accrliadilities in the consolidated balance
sheets at the date below (amounts in thousands):

Employee Other
Related
Severanci Costs Total
Provisions $ 1,134 $ 977 $2,111
Cash expenditure — (977) (977)
Balance at October 2, 20! 1,134 — 1,13¢
Provisions — 1,22¢ 1,22¢
Cash expenditure (189 (1,22€) (1,409
Balance at July 2, 20( $ 951 $ — $ 951

Ireland has approximately 70 manufacturing empleyae® occupies a 62,500 square foot owned faditgiand accounted for approximately
2% and 1% of our net sales in the first nine moothsscal years
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2005 and 2006, respectively. In the second quaftiscal year 2005, we recorded estimated severpagments of $1,405,000, in accorde
with FAS 112. The severance payments cover appeeim46 employees, including 5 management positiBeverance payments
commenced in the second quarter of fiscal year 2006scal year 2006, we recorded an addition&®Q00 in severance costs and $77,000
in other restructuring expenses, in accordance WABS 146.

The following table reflects the activities relatedhe consolidation of Ireland and the accruetilities in the consolidated balance sheets at
the dates below (amounts in thousands):

Other
Employee Relatec
Severanci Costs Total
Provisions $ 1,40 $ 10C $1,50¢
Cash expenditure — — —
Balance at October 2, 20! 1,40¢ 10C 1,50¢
Provisions 15C 77 227
Cash expenditure (372) (77) (449)
Balance at July 2, 20( $ 1,18 $10C  $1,28¢

In February 2006, Advanced Power Technology, It&PT”) announced the planned closure of its fagilit Montgomeryville, Pennsylvania
and the relocation of remaining manufacturing digis to its Santa Clara, California facility. Magemi acquired APT, which was renamed
Microsemi Power Products Group (“PPG”), in April(see Note 12) and determined that the fair vafubke restructuring liability at the
time of acquisition was $182,000. We did not sutisadly modify the restructuring plan subsequenth® acquisition. Subsequent to the
acquisition, we recorded an additional $134,00@mployee severance in accordance with FAS 146 aitd§67,000 in severance.

In the nine months ended July 2, 2006, restruajuchrarges of $2,298,000 included expenses relatddtconsolidations in Santa Ana,
Broomfield, Ireland and PPG were as follows (amsumthousands):

Santa

Ana Broomfield Ireland PPG Total
Severance expen $54) $ — $15C $134 $ 23C
Other consolidation related expen 765 1,22¢ 77 — 2,06¢
Total $711 $ 1,226 $227 $134 $2,29¢

12. ACQUISITION

On November 2, 2005, we entered into a definitigge®ment and Plan of Merger with Advanced Powehfelogy, Inc., a Delaware
corporation (“APT"), and APT Acquisition Corp., e&ldware corporation that is a wholly owned subsydid Microsemi, which was
subsequently amended on July 25, 2006 by the Amentido. 1 to Agreement and Plan of Merger (as senaled, the “Merger
Agreement”). The Merger Agreement provides for agaeof our whollyewned subsidiary with and into APT with APT survigithe merge
as a wholly owned subsidiary of Microsemi. We badi¢hat the merger will create a more diverse senaiactor company and provide us
with an expanded product portfolio of analog anaedisignal products, including radio frequency picid, as well as high reliability
products to address the needs of the defense/aemapd medical markets, which represent key fathat resulted in us recording goodwiill.
We completed the acquisition of APT on April 28080and results of operations of APT have been dedun the accompanying financial
statements since the date the acquisition. APTrermamed Microsemi Corp. — Power Products Group G'BRpon the completion of the
acquisition.
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The total estimated purchase price is as followso{ats in thousands):

Cash consideration to APT stockhold $ 22,50¢
Fair value of 4,895 Microsemi shares issued to Aftkholder: 114,00!
Fair value of vested APT stock options assumed lyyddemi 5,952
Estimated direct transaction fees and expe 3,75¢€
Total consideratiol $146,22:

The estimated purchase price has been allocated loasthe estimated fair values of assets acqainddiabilities assumed. The final
valuation of net assets is expected to be comphtedly, but no later than one year from the agitjon date in accordance with generally
accepted accounting principles. Management’s esimiathe purchase price allocation is as folloam@unts in thousands):

Cash and cash equivalel $ 1,76¢
Short term investmen 16,95(
Accounts receivable, n 9,54¢
Inventories 18,14«
Other current asse 1,217
Property and equipment, r 10,23¢
Goodwill 50,80(
Other intangible asse 44,36(
In-process research & developm 15,30(
Other asset 58
Accounts payabl (4,165
Accrued liabilities (3,009
Deferred income taxe (14,989

$146,22:

Other intangible assets and their useful livesagréollows (amounts in thousands):

Useful Life
Asset
Amount (Years)
Completed technolog $39,08( 8
Customer relationshiy 3,25( 8
Backlog 2,03( 1
$44,36(

Identification and allocation of value to the idéet intangible assets was based on the provisiéi8tatement of Financial Accounting
Standard No. 141, “Business Combinations,” (“FA3")4The fair value of the identified intangiblesats was estimated by performing a
discounted cash flow analysis using the “incomgirapch. This method includes a forecast of direeénues and costs associated with the
respective intangible assets and charges for eciometarns on tangible and intangible assets etilim cash flow generation. Net cash flows
attributable to the identified intangible assetsendiscounted to their present value at a rate cemsorate with the perceived risk. The
projected cash flow assumptions considered contahotlationships, customer attrition, eventualedlegment of new technologies and ma
competition.

The estimates of expected useful lives are basegimiance from FAS 141. The useful lives of comgadetechnologies rights are based on the
number of years in which net cash flows have beejepted. The useful lives of customer relationshdpe estimated based upon the length of
the relationships currently in place, historicatiabn patterns and natural growth and diversiiima of other potential customers. The useful
lives of backlog are estimated based upon thdlfuéint period.
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Assumptions used in forecasting cash flows for exche identified intangible assets included cdegation of the following:
» Historical performance including sales and profitab
» Business prospects and industry expectati
+ Estimated economic life of ass
» Development of new technologie
e Acquisition of new customer
» Attrition of existing customer:
» Obsolescence of technology over tir

The acquired goodwill is not deductible for tax pases.

In-process research and development (IPR&D) reptegke present value of the estimated after-tak aws expected to be generated by
purchased technologies that, as of the acquigitides, had not yet reached technological feasibitcordingly, the $15,300,000
preliminarily allocated to IPR&D was immediatelypnsed. This amount was not deductible for taxgaep which has impacted our
effective tax rate for the three and nine monttdedniuly 2, 2006.

IPR&D relates to four projects which include: 1¢ tthevelopment and adoption of silicon carbide ($#€hnology in the manufacture of high
power switching and RF power transistors targetedhe high reliability defense and aerospace naiikéially with applications in radar a
military communications; 2) the development of @S 8 line of MOSFET products for switching apptioas which will improve
performance and reliability and reduce manufactudosts; 3) the development of VDMOS products fghHrequency communications,

MRI applications and plasma processing; and 4)®8}mproducts operating in the 2.7-3.1 GHz range&Rferapplications. In the valuation of
the IPR&D, the value of the IPR&D was based ondihecessful completion of these technologies coupiddthe development of APT’s
high power switching, RF transistor and other patsluCompletion of all IPR&D projects is expecteithin the first half of our fiscal year
2007. The IPR&D projects were valued through thgliaption of discounted cash flow analyses, taking account key characteristics of the
each technology including its future prospects rétie of technological change in the industry, piidife cycles, risks specific to the project,
and the project’s stage of completion.

The following pro forma data summarizes the resafltsperations for the periods ended July 3, 205 July 3, 2006 as if the merger had
been completed on September 27, 2004. These uadyiid forma data have been prepared for informakipurposes only and do not
purport to represent what the results of operatwmsld have been had the acquisition occurred #iseoflates indicated, nor of future results
of operations. These unaudited pro forma data tegqmbual operating results, adjusted to includeptteeforma effect of, among others,
elimination of sales and cost of sales between ARI Microsemi, manufacturing profit in ending int@my, exclusion of non-recurring
acquisition-related IPR&D charge, amortization engeeof identified intangible assets, stock optiompensation from converted APT
options, foregone interest income and the relarceitfect of these items (amounts in thousandsmxeer share data):

Quarter Ended Nine-Months
July 3, July 2, July 3, July 2,
2005 2006 2005 2006
Net sales $89,92¢ $103,91( $262,80¢ $308,73'
Net income $ 8332 $1353. $ 9,27 $ 39,27¢
Earnings per shal
Basic $ 012 $ 01¢c $ 014 $ 0.5¢
Diluted $ 012 $ 01¢ $ 0.1z $ 058
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ltem 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
Overview

This Quarterly Report on Form 10-Q includes curiesitefs, expectations and other forward lookiragesnents, the realization of which may
be adversely impacted by any of the factors disuiss referenced under the heading “Important Fad®elated to Forward-Looking
Statements and Associated Risks,” found in thi@eor in the section entitled “Risk Factors” nig report, which should be read in
conjunction with the section entitled “Risk Factarsour Annual Report on Form 10-K. This “Managerttie Discussion and Analysis of
Financial Condition and Results of Operations” #relaccompanying unaudited consolidated finant@éments and notes should be read in
conjunction with the “Management’s Discussion anthisis of Financial Condition and Results of Ogiers” and the consolidated financ
statements and notes thereto in the Annual Repdfoom 10-K for the fiscal year ended October 2320

Microsemi is a leading designer, manufacturer aadkater of high performance analog and mixed-sigriagrated circuits and high
reliability semiconductors. Our semiconductors nggnand control or regulate power, protect agamasisient voltage spikes and transmit,
receive and amplify signals.

Our products include individual components as waslintegrated circuit solutions that enhance custatasigns by improving performance,
reliability and battery optimization, reducing si@eprotecting circuits.

We currently serve a broad group of customers nathe of our customers accounting for more than &0®%ur revenue in the first nine
months of fiscal years 2005 or 2006. We also sarvariety of end markets, which we generally clgsss follows:

» Defense — We offer a broad selection of produathiding mixed signal analog integrated circuitsNJAANTX, JANTXV and
JANS high-reliability discrete semiconductors angiduies including diodes, zeners, diode arrayssieau voltage suppressors,
bipolar transistors, MOSFETS, IGBTs, small signalag integrated circuits, small signal transistarsd SCRs. These products are
utilized in a variety of applications including edand communications, targeting and fire contnal ather power conversion and
related systems in military platforr

» Commercial Air / Space — Our commercial air/Spawalpcts include offerings such as JAN, JANTX, JANT Znd JANS high-
reliability discrete semiconductors and modulesl@nm mixed signal products including diodes, zendicsde arrays, transient
voltage suppressors, bipolar transistors, smatlaignalog integrated circuits, small signal tratmss, SCRs, MOSFETs and
IGBTs. These products are utilized in a varietgpplications including commercial air electronipbgations for large aircraft and
regional jets, commercial radar and communicatieatllites, cockpit electronics, and other povmmnersion and related systems
in space and aerospace platfor

* Industrial / Semicap — Products in this categociude MOSFETS, IGBTSs, power modules, bridge remtifiand high voltage
assemblies for use primarily in industrial equiptreemd semiconductor capital equipme

» Medical — Our medical products, which include zediedes, high voltage diodes, MOSFETS, IGBTSs, tients/oltage suppressors
and thyristor surge protection devices, are desigm® implantable defibrillators, pacemakers ardnostimulators. We are also a
supplier of PIN diode switches, dual diode modudesl SMPS products for use in magnetic resonanagiimg (MRI) systems

* Mobile / Connectivity — Our mobile connectivity mhacts include broadband power amplifiers and mémolimicrowave integrated
circuits (MMIC) targeted at 802.11 a/b/g/n/e, nul&+in multiple-out (“MIMQ”), wi-max wireless LAN dvices and related
equipment. Products also include a variety of DCy@lucts, such as voltage regulators, PWM comiralland LED drivers that
are sold into the portable device set top box,teletom application:
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* Notebooks/ LCD TV/ Display— Products in this market are used in notebook ctenp, monitors, storage devices, and LCD
televisions, and include cold cathode fluorescamy (CCFL) controllers, LED drivers, visible ligh¢nsors, pulse width modulator
controllers, voltage regulators, EMI/RFI filtersansient voltage suppressors, sensors for auto-igirear view mirrors and class-
D audio circuits

Capacity Optimization Enhancement Program
Phase |

In 2001, we commenced our Capacity Optimizationdfitement Program (the “Plan”) to increase compaiaig-wapacity utilization and
operating efficiencies through consolidations asalignments of operations.

We started phase 1 of the Plan in fiscal year 2@@ich included (a) the closure of most of our gpens in Watertown, Massachusetts
(“Watertown”) and relocation of those operation®ther Microsemi operations in Lawrence and Lowdkssachusetts (“Lawrence” and
“Lowell”) and Scottsdale, Arizona (“Scottsdale”)datb) the closure of the Melrose, Massachusettsatipes and relocation of those
operations to Lawrence. This phase was completed @stober 2, 2005.

Phase I

In October 2003, we announced the consolidatiauofoperations in Santa Ana, California (“Santa’Amato operations in Garden Grove,
California (“Garden Grove”) and Scottsdale, Arizdh@cottsdale”). Santa Ana had approximately 38@leyees and occupied 123,000
square feet in two facilities, including 93,000 arpuifeet in owned facilities and 30,000 squareifeédcilities that are leased by us from a
third party under a 30-year capital lease. Santa &atounted for approximately 13% of our net simldiscal year 2004. In the fourth quarter
of fiscal 2004, Scottsdale began to ship all présititat had previously been shipped by Santa Ana.

Restructuring-related costs have been and wilebended in accordance with FAS 11ZErhployers’Accounting for Postemployment Bene
(“FAS 112") or FAS 146, “Accounting for the Costsgociated with Exit or Disposal Activities” (“FASI&"), as appropriate. The severance
payments totaled approximately $4.5 million andezed approximately 350 employees, including 55 rgangent positions. Approximately
30 employees have been transferred to other Miortosperations. In fiscal year 2006, we recordeédditional $0.8 million for other
restructuring related expenses, primarily for ratammn of equipment, environmental compliance repartd facility restoration in accordance
with FAS 146. We have not incurred any materialrghdor cancellations of operating leases. Any otiange of estimate will be recogni:
as an adjustment to the accrued liabilities inpleod of change. Production in Santa Ana ceaséukithird quarter of fiscal year 2005.
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The following table reflects the activities relatedhe consolidation of Santa Ana and the accliaddities in the consolidated balance sheets
at the dates below (amounts in thousands):

Other
Employee Relatec
Severanci Costs Total
Balance at September 26, 2( $ 3,86¢ $— $ 3,86¢
Provisions 207 40¢ 61E
Reduction of benefit (837) — (837)
Cash expenditure (2,986 (409¢) (3,399
Balance at October 2, 201 $ 25¢ $— $ 25z
Provisions — 765 765
Cash expenditure (299) (765) (9649)
Reversal of prior provisio (59 — (549)
Balance at July 2, 20C $ — $ — $ —

We own a substantial portion of the plant and & estate it occupies in Santa Ana, Californid, \&a expect to offer the owned property
sale at the prevailing market price which is expédb exceed book value.

In the second quarter of fiscal year 2004, we ettt consolidate the remainder of our Watertoweratons. We moved production to our
operations in Scottsdale and Lowell. Restructurilgted costs were recorded in accordance with F¥Sor FAS 146, as appropriate.
Severance payments totaled $0.4 million and covappdoximately 30 employees, including 4 managemesitions. The consolidation of
the Watertown operations was completed in Decer2de4.

The following table reflects the activities of tfieal phase of the consolidation in Watertown amel lfabilities included in accrued liabilities
in the consolidated balance sheets at the datewlf@mounts in thousands):

Other
Employee Relatec
Severanci Costs Total
Balance at September 26, 2( $ 461 $— $ 461
Provisions 15 10C 11&
Reversal of prior provisio (109 — (109
Cash expenditure (372 (100 (472)
Balance at October 2, 20! $ — $— $—

In the first quarter of fiscal year 2005, we re@utc0.3 million of severance for 22 employees atoperations in Broomfield, Colorado
(“Broomfield”), including 1 management position,ascordance with FAS 112. This severance amounpaiasby the end of the third
quarter of fiscal year 2005.

Phase Il

In July 2005, we announced 1) the consolidatioopafrations in Broomfield, Colorado into other Misemni facilities and 2) the closure of 1
manufacturing operations of Microsemi Corp.-Irelgficeland”).

There has been no impairment charge required iordance with FAS 144/Accounting for the Impairment or Disposal of Loniged
Assets). We currently do not expect any material impainine
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charge. Other consolidation associated costs ssigtvantory, workforce reduction, relocation andrganization charges have been and will
be reported, when incurred, as restructuring dosiscordance with FAS 146Mccounting for Costs Associated with Exit or Disgos
Activities), FAS 112 or FAS 151laventory Costs—an amendment of ARB No. 43, Chdptexs applicable.

Broomfield has approximately 150 employees and piesua 130,000 square foot owned facility. Broofdfeeccounted for approximately 9%
and 5% of our net sales in the first nine monthisahl years 2005 and 2006, respectively. In #eoad quarter of fiscal year 2005, we
recorded estimated severance payments of $1,13@@@ordance with FAS 112. The severance payntewer approximately 148
employees, including 14 management positions. &eeerpayments commenced in the second quartescad frear 2006. In fiscal year 2006,
we recorded $1.2 million for other restructurintated expenses, primarily for travel, planning agdipment relocation, in accordance with
FAS 146.

The consolidation of Broomfield is expected to tesubsequent to its completion, in annual coginggs of $5.0 million to $7.0 million from
the elimination of redundant facilities and relageghenses and employee reductions.

The following table reflects the activities relatedhe consolidation of Broomfield and the accrtiadilities in the consolidated balance
sheets at the date below (amounts in thousands):

Employee Other
Related
Severanci Costs Total
Provisions $ 1,13¢ $ 977 $2,111
Cash expenditure — (977) (977)
Balance at October 2, 20! 1,13¢ — 1,13«
Provisions — 1,22¢ 1,22¢
Cash expenditure (183 (1,22€) (1,409
Balance at July 2, 20( $ 951 $ — $ 951

Ireland has approximately 70 manufacturing empleya® occupies a 62,500 square foot owned fadititjand accounted for approximately
2% and 1% of our net sales in the first nine moothsscal years 2005 and 2006, respectively. Bagbcond quarter of fiscal year 2005, we
recorded estimated severance payments of $1.omillh accordance with FAS 112. The severance patswever approximately 46
employees, including 5 management positions. Sagerpayments commenced in the second quartercal fiear 2006. In fiscal year 2006,
we recorded an additional $0.2 million in severacmgts and $0.1 million in other restructuring eng®s, in accordance with FAS 146.

The closure of the manufacturing operations iraldlis expected to result, subsequent to its cdiaplen annual cost savings of $1.0 mill
to $3.0 million from the elimination of redundaatflities and related expenses and employee remhscti
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The following table reflects the activities relatedhe consolidation of Ireland and the accruedilities in the consolidated balance sheets at
the dates below (amounts in thousands):

Other
Employee Relatec
Severanci Costs Total
Provisions $ 1,40 $ 10C $1,50¢
Cash expenditure — — —
Balance at October 2, 20! 1,40¢ 10C 1,50¢
Provisions 15C 77 227
Cash expenditure (372) (77) (449)
Balance at July 2, 20( $ 1,18 $10C  $1,28¢

In February 2006, Advanced Power Technology, It&PT”) announced the planned closure of its fagilit Montgomeryville, Pennsylvania
and the relocation of remaining manufacturing digis to its Santa Clara, California facility. Magemi acquired APT, which was renamed
Microsemi Power Products Group (“PPG”), in Aprild(see Note 12) and determined that the fair vafubke restructuring liability at the
time of acquisition was $0.2 million. We did nobstantially modify the restructuring plan subseduerihe acquisition. Subsequent to the
acquisition, we recorded an additional $0.1 millioremployee severance in accordance with FAS hdi§paid $67,000 in severance.

Key Reporting Unit Metrics

In order to manage our manufacturing capacity forent requirements and anticipated future groviithun business and to assess the
performance of our industry segment, we reviewdigctitilization, headcount and overhead expenseadt of our manufacturing locations.
The table below sets forth metrics at these lonatio

Wafer

Fabrication
Utilization Headcount Overhead Expense

200¢& 200€ 2005 200€

2005 2006
YID YD YD YID _ YTD YTD
Garden Growvt 70% 90% 23t¢ 25C $26,35: $28,90¢
Lawrence 35% 35% 35€ 40 $14,23t $16,11:
Lowell 50% 55% 11C 11C $ 5,09¢ $ 5,43
Scottsdale 45% 55% 324 511 $13,11°¢ $18,21:

Wafer fabrication utilization provides an indicatiof available capacity and is utilized to detereitems such as production allocation,
headcount needs and capital expenditure requirem@fafer fabrication is a significant process im operations and is measured based on
utilization on a 7 day, 24 hour basis. Increasagilization at our manufacturing locations from0B0YTD to 2006 YTD reflect higher
production levels to meet increasing orders andéhalts of the consolidation activities relatedtw Capacity Optimization Enhancement
Program. Currently, we do not anticipate the nedddrease capital expenditures beyond historeadls to accommodate growth of our
business. Though our Garden Grove facility is auttyeat 90% utilization, we do not anticipate a thiée increase the capacity due to the fact
that all future high performance analog mixed sigmaduct traditionally designed for this faciliye being designed to be produced by
outside foundries.

Headcount is used to measure our ability to mesentidemand and anticipated growth as well asrilsging new acquisitions. It is also
used to forecast manufacturing spending. Increiasesadcount at our Scottsdale and Lawrence fiesilieflect higher personnel requireme
following the relocations of product lines of cldscilities to these locations.

Overhead expenses have a material impact on ouatopgprofits. It is also significantly impactest bur decisions made in response to the
review of the other factors above. Operating expésseviewed to
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assure that we achieve anticipated savings or texueed our expected expenditures. It also affaatsnanagement of available cash for
operating activities. The increases in overhea@ese from 2005 YTD to 2006 YTD at these facilitieBect the additional cost from the
consolidation of Santa Ana, increased sales aaddeser extent, costs from initial consolidatiotivities from Colorado.

RESULTS OF OPERATIONS FOR THE QUARTER ENDED JULY 3, 2005 COMPARED TO THE QUARTER ENDED JULY 2,
2006.

Net sales increased $25.0 million or 33% from $7hilion for the third quarter of fiscal year 20(“Q3 2005") to $100.2 million for the
third quarter of fiscal year 2006 (“Q3 2006"). Saly end markets are based on our understandi@gdofnarket uses of our products. An
estimated breakout of net sales by end market®302005 and Q3 2006 is as follows (amounts in thods):

Q3 2005 Q3 2006
Commercial Air / Spac $16,67¢ $ 20,84¢
Defense 24.47" 33,574
Industrial / Semica, 6,107 14,33:
Medical 10,44( 9,927
Mobile / Connectivity 5,71¢ 7,817
Notebook / LCD TVs / Displa 11,80 13,73(

$75,21« $100,22:

Sales in the commercial air / space end marketasad $4.1 million from $16.7 million in Q3 2005%20.8 million in Q3 2006. The increase
was driven by strong demand for commercial airdrafisia and in North America by low cost carriéréving increased order rates from
aircraft manufacturers. Additionally, demand fonguercial satellites and radar systems are partigulabust with the APT acquisition
contributing $2.0 million in sales to this end mettkWe continue to expect strong growth in this eraaket.

Sales in the defense end market increased $9.ibmfilbm $24.5 million in Q3 2005 to $33.6 milliam Q3 2006. This increase was driven
primarily by higher defense spending. Other factanstributing to the increase in revenues are favercontract negotiations, product mix
shift towards higher reliability components whiangrally have higher selling prices, strategicgppositioning in certain product lines and
$4.4 million in sales due to the APT acquisitiomasBd on a forecasted increase in the Departméfehse budget and growth in
international markets for defense related produhtspusiness in this end market should remail soli

Sales in the industrial / semicap market incre&8ed million from $6.1 million in Q3 2005 to $14ndillion in Q3 2006, due largely to the
acquisition of APT with its switching products feemiconductor capital equipment markets. Othersamégrowth are in solar inverters,
inductive heating, welding applications and switebde power supplies.

Sales in the medical end market decreased $0.pmifrom $10.4 million in Q3 2005 to $9.9 millioan Q3 2006. Sales in our MRI business
are strong but were offset by a slowdown duringgharter in our implantable medical device busimkssto implantable cardiac defibrillator
product recalls. Increasing functionality and devittegration in the implantable medical deviceshsas defibrillators and pacemakers has
resulted in increases in both dollar and unit coinper device. While the implantable medical deViusiness slowed in the quarter, based on
our bookings, we expect the implantable medicain@ass to strengthen in upcoming quarters.

Sales in the mobile / connectivity end market iasesl $2.1 million, from $5.7 million in Q3 2005%3.8 million in Q3 2006. Sales in this ¢
market have grown in the last four quarters dumaoket acceptance of new power amplifier introcdi We have successfully transitioned
into our fourth generation of 2.4 and 5 gigahedwer amplifiers for the 802.11a/b/g and n markEtgure applications that Microsemi’s
products in this market will address are multipiesiultiple-out and wi-max. This market had growtledo additional products addressing set
top box and some telecommunication applicationsguswitching and DAC products. We continue to expect growth in thagket and hav
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product offerings that will lead to design-ins fggcoming wi-max and high power wireless LAN oppaities.

Sales in the notebook computer, monitor and LCBvsion end market increased $1.9 million, from 81rillion in Q3 2005 to $13.7
million in Q3 2006. This increase was due primardyhigher shipments of our lighting product salug to notebook computer and LCD
television manufacturers as well as devices falag® applications. We have noted that the LCD tgiewv market continues to gain
momentum in the 21" and greater display size whbereproducts are strongly positioned. Additionallig have seen significant growth in
generic lighting displays, particularly in point sdle terminals.

On July 27, 2006, we announced that for the foquérter of fiscal year 2006, we expect our netssaidl increase between 7% and 9%
sequentially. We expect that the strong demanddomproducts for defense/aerospace, notebooks,tonspand LCD televisions will contin
during fiscal year 2006.

Gross profit increased $9.8 million, from $33.7lioil (44.8% of sales) for Q3 2005 to $43.5 milli@8.4% of sales) for Q3 2006. The
improvement in gross profit was favorably affechsd 1) improved factory utilization from our congglations; 2) increased sales and 3)
higher margin products and partially offset by @y newly acquired Microsemi Power Products Groujictvinas had a historically lower
margin than Microsemi and 2) higher transition#& icapacity and inventory abandonments. Costsle$ $acluded $1.3 million and $4.2
million related to transitional idle capacity amyéntory abandonments in Q3 2005 and Q3 2006, cégply. The $2.9 million increase
between Q3 2005 and Q3 2006 was due to the ditfstages of restructuring activities between the dquarters. In Q3 2006, we incurred
substantial transition costs related to Phasehlitdown activities from Colorado. Transitional idl@pacity and inventory abandonments
resulted from our restructuring activities whickatved the closure and consolidation of certain ufiacturing facilities. Transitional idle
capacity relates to unused manufacturing capanitiyr@n-productive manufacturing expenses during#red from when shutdown
activities commence to when a facility is closetidntory abandonments relate to identification disgosal of inventory that will not be
utilized after a product line is transferred toemrmanufacturing location as part of our consoiatet program. Manufacturing profit in
inventory acquired from the APT acquisition redugedss margins by $2.7 million.

Selling, general and administrative expenses dsete$1.5 million from $15.7 million for Q3 2005 ad@4.2 million for Q3 2006. The
decrease includes approximately $0.5 million ohlezxpenses, $0.8 million of lower expense for cliemge with Section 404 of the
Sarbanes-Oxley Act, $1.9 million of expenses relateemployee benefits and $0.5 million of othgpenses. The decrease was partially
offset by the addition of approximately $2.2 mitliof expenses related to PPG operations from tteeafacquisition.

Research and development expense, excluding a $fillich charge for in-process research and devalaqgt (“IPR&D”) in Q3 2006,
increased $2.1 million from $4.6 million in Q3 208Ad $6.7 million in Q3 2006, primarily due to attzhal research and development
expense incurred at Microsemi Power Products GrilRRR&D represents the present value of the estidhafiertax cash flows expected to
generated by purchased technologies that, as a@fciipgisition dates, had not yet reached technadbégasibility, and was thus immediately
expensed.

Amortization expense of intangible assets incre&ded million from $0.2 million in Q3 2005 to $1dillion in Q3 2006 from amortization
expense on intangible assets acquired in the ABtiisition.

We had higher cash and cash equivalents in Q3 20@fared to Q3 2005; consequently, we had $0.8omiligher interest income in Q3
2006 compared to Q3 2005.

The effective tax rates were 30.0% for Q3 200528d% for Q3 2006. The increase in tax rate wasgmily due to the non-deductibility of
the acquisition-related $15.3 million IPR&D charge.
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RESULTS OF OPERATIONS FOR THE NINE MONTHS ENDED JUL Y 3, 2005 COMPARED TO THE NINE MONTHS ENDED
JULY 2, 2006.

Net sales increased $48.9 million or 22% from $218illion for the first nine months of fiscal ye2005 “2005 YTD") to $267.2 million for
the first nine months of fiscal year 2006 (“20060Y"). Sales by end markets are based on our undhelisiq of end market uses of our
products. An estimated breakout of net sales bynesudkets for 2005 YTD and 2006 YTD is as follows@unts in thousands):

2005 YTD 2006 YTD

Commercial Air / Spac $ 45,18¢ $ 58,42«
Defense 72,68¢ 85,18:
Industrial / Semicay 18,11¢ 28,36!
Medical 26,63 28,96!
Mobile Connectivity 17,24" 22,345
Notebook/Monitor/LCD TV« 38,41¢ 43,95¢

$218,28t  $267,23!

Sales in the commercial air / space end marke¢asad $13.2 million from $45.2 million in 2005 YT®$58.4 million in 2006 YTD. The
increase was driven by strong demand for commeadialaft in Asia and in North America by low castrriers driving increased order rates
from aircraft manufacturers. Additionally, dematwd éEommercial satellites and radar systems arécphatly robust with the APT acquisition
contributing $2.0 million in sales to this end mettkWe continue to expect strong growth in this eraaket.

Sales in the defense end market increased $12ibmrfilom $72.7 million in 2005 YTD to $85.2 millioin 2006 YTD. The increase was
driven primarily by higher defense spending. Offaetors contributing to the increase in revenuestavorable contract negotiations, product
mix shift towards higher reliability components whigenerally have higher selling prices, strat@gice positioning in certain product lines
and $4.4 million in sales due to the APT acquigitiBased on a forecasted increase in the Deparmfi&#fense budget and growth in
international markets for defense related produhtspusiness in this end market should remail soli

Sales in the industrial / semicap market incre&d¢d3 million from $18.1 million in 2005 YTD to $2Bmillion in 2006 YTD, due largely to
the acquisition of APT with its switching produéts semiconductor capital equipment markets. O#ineas of growth are in solar inverters,
inductive heating, welding applications and switebde power supplies.

Sales in the medical end market increased $2.4omilfrom $26.6 million in 2005 YTD to $29.0 millioin 2006 YTD. Sales are up slightly
driven by strength in our MRI business. The impdéte medical device business has slowed the pasjiarters primarily due to implantal
cardiac defibrillator product recalls. Increasingdtionality and device integration in the impldsieamedical devices such as defibrillators
and pacemakers has resulted in increases in b#r dod unit content per device. While the impédii¢ medical device business slowed in
the period, based on our bookings, we expect tipdaimiable medical business to strengthen in upcgpmirarters.

Sales in the mobile connectivity end market incede®5.1 million, from $17.2 million in 2005 YTD &22.3 million in 2006 YTD. Sales in
this end market have grown in the last four quartiere to market acceptance of new power amplifiteoductions. We have successfully
transitioned into our fourth generation of 2.4 &gigahertz power amplifiers for the 802.11a/b/d ammarkets. Future applications that
Microsemi’s products in this market will addrese atultiple-in-multiple-out (“MIMQ”) and wi-max. Tlsi market had growth due to
additional products addressing set top box anddedenunication market applications using switching ®C-DC products. We continue to
expect growth in this market and have product offgs that will lead to design-ins for upcoming waxnand high power wireless LAN
opportunities.

Sales in the notebook computer, monitor and LCBvision end market increased $5.6 million, from .838illion in 2005 YTD to $44.0
million in 2006 YTD. This increase was due primgatid higher shipments of our lighting product sados to notebook computer and LCD
television manufacturers as
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well as devices for storage applications. We hatedthat the LCD television market continues tim gaomentum in the 21” and greater
display size where our products are strongly porsétd. Additionally, we have seen significant growtiyeneric lighting displays, particularly
in point of sale terminals.

Gross profit increased $33.7 million, from $87 .3liom (40.1% of sales) for 2005 YTD to $121.2 noli (45.3% of sales) for 2006 YTD. The
improvement in gross profit was favorably affechsd 1) improved factory utilization; 2) increaseaes and 3) higher margin products. Costs
of sales included $9.0 million and $10.9 milliotated to transitional idle capacity and inventobpadonments in 2005 YTD and 2006 YTD,
respectively. Costs incurred in 2005 YTD substdigtizlated to Phase Il while costs incurred in @00TD related to Phase Il consolidation
activities. Transitional idle capacity and inveytabandonments resulted from our restructuringridiets which involved the closure and
consolidation of certain manufacturing facilitidsansitional idle capacity relates to unused martufing capacity and non-productive
manufacturing expenses during the period from wdierdown activities commence to when a facilitglssed. Inventory abandonments
relate to identification and disposal of inventémat will not be utilized after a product line ransferred to a new manufacturing location as
part of our consolidations program. Manufacturimgfip in inventory acquired from the APT acquisitioeduced gross margins by $2.7
million.

Selling, general and administrative expenses ise@&2.1 million, from $39.4 million for 2005 YTD $41.5 million for 2006 YTD. The
increase includes approximately $2.2 million of exges for PPG operations from the date of acoquisétnd $0.4 million of higher IT-related
expenses. The increase was partially offset bycqumately $0.5 million lower expenses related tqptygee benefits.

Research and development expense, excluding a #fiflich charge for in-process research and devakq (“IPR&D”) in 2006 YTD,
increased $2.2 million from $14.2 million in Q3 Z0&nd $16.4 million in Q3 2006, primarily due tad#tnal research and development
expense incurred at Microsemi Power Products GriRRR&D represents the present value of the estidhafiertax cash flows expected to
generated by purchased technologies that, as a@fciipgisition dates, had not yet reached technadbégasibility, and was thus immediately
expensed.

Amortization expense of intangible assets incregdetl million from $0.7 million in Q3 2005 to $1million in Q3 2006 from amortization
expense on intangible assets acquired in the Agtiisition.

We had higher cash and cash equivalents in 2006 d6rpared to 2005 YTD; consequently, we had $2lHomihigher interest income in
2006 YTD compared to 2005 YTD.

The effective tax rates were 31.5% for 2005 YTD 4hdl% for 2006 YTD. The increase in tax rate was@rily due to the non-deductibility
of the acquisition-related $15.3 million IPR&D char

CAPITAL RESOURCES AND LIQUIDITY
In 2006 YTD, we financed our operations with casimf operations.

Net cash provided by operating activities increggktl4 million from $27.0 million in 2005 YTD to 834 million in 2006 YTD. The increas
in cash flow from operating activities was primgp@ result of the increase in revenue and incoraeigly offset by the combined effect of
non-cash items included in income or expense, suclkk@suats receivable, inventory, other assets, adsquayable and accrued liabilities.
required by FAS 123R, $9.2 million of excess tardfé from stock option exercises is included maficing activities with a corresponding
offset amount included in operating activities.

Accounts receivable increased $14.8 million fror3.@5million at October 2, 2005 to $68.0 millionJaty 2, 2006. The increase in accounts
receivable was due to higher sales in Q3 2006 cozdpaith sales in the last quarter of fiscal ye@®®2and accounts receivable at Power
Products Group.

Inventories increased $27.1 million from $55.9 millat October 2, 2005 to $83.0 million at July2@06. The increase in inventories was
primarily due to a planned ramp up of productioowt Broomfield, Colorado facility to cover shipnmemluring a bridge period in which
production will be transferred from our
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Broomfield, Colorado facility to our ScottsdaleiZona and Lawrence, Massachusetts facilities anehitory at Power Products Group.
Current liabilities increased $5.3 million from $42nillion at October 2, 2005 to $47.7 million atyJ2, 2006.

Net current deferred income taxes were an asskt2® million at October 2, 2005 to an asset 06 $8illion at July 2, 2006. Net n-current
deferred income taxes were an asset of $8.1 midltddctober 2, 2005 and a liability of $3.2 milliahJuly 2, 2006. The changes in current
and non-current deferred income taxes were prigndtie to the increase in non-deductible acquisitelated intangible assets.

Net cash used in investing activities was $8.9iamland $12.8 million in 2005 YTD and 2006 YTD, pestively. Purchase of capi
equipment was $8.9 million and $7.9 million in 2005D and 2006 YTD, respectively. In 2006 YTD, weleoted a $3.1 million note related
to the sale of real property in Watertown, Massaekis. Additionally, we paid $23.9 million in castnsideration and related costs, net of
cash acquired, for the acquisition of APT. Subsattethe acquisition, we sold $16.0 million in shierm investments previously held by
APT and invested the proceeds in cash equivalents.

Net cash provided by financing activities was $18iBion and $29.7 million in 2005 YTD and 2006 YTBespectively. We recorded $1+
million and $20.7 million in 2005 YTD and 2006 YTEBespectively, from the exercise of employee stuufons. As required by FAS123R,
which we adopted in the first quarter of fiscal y2806, we recorded $9.2 million for excess taxdfigsn from exercises of stock options in
2006 YTD, respectively.

We had $98.1 million and $153.5 million in cash @agh equivalents at October 2, 2005 and July @6 2@spectively.
Current ratios were 5.2 to 1 and 6.7 to 1 at Oat@h2005 and July 2, 2006, respectively.

We have a $30.0 million credit line with a bank,igthexpires in March 2008 and includes a facilityssue letters of credit. As of July 2,
2006, $0.4 million was outstanding in the form déter of credit; consequently, $29.6 million wagilable under this credit facility.

As of July 2, 2006, we were in compliance with tieeenants required by our credit facility.

The estimated cost to consolidate the Broomfieldl lagland plants will be between $6.0 million ta@&nillion and $3.0 million to $4.0
million, respectively, with substantial expenditsiexpected in the current fiscal year. We antieipaat our cash and cash equivalents will be
our primary source for paying such expenditures.

As of July 2, 2006, we had no material commitméotsapital expenditures.
The following table summarizes our contractual pagtobligations and commitments as of July 2, 2006:

Payments due by period (in 000’s)

Less More
than 1-3 3-5 than Imputed
Total 1 year years years 5 years Interest
Capital lease $ 3168 $ 292 $ 58¢ $ 58¢ $5,26€ $(3,56%)
Operating lease 13,93¢ 3,91¢ 6,07C 3,957 — —
Purchase obligatior 21,53t 15,73 5,58: 221 — —
Other lon¢-term liabilities 76€ 10¢ 132 132 394 —
Total $39,40f $20,04¢ $12,37. $4,89( $5,66( $(3,56¢)

Based upon information currently available to us,believe that we can meet our cash requiremendtsapital commitments in the
foreseeable future with cash balances, internahegated funds from ongoing operations and, if s&agy, from the available line of credit.
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RECENTLY ADOPTED ACCOUNTING STANDARDS
Statement of Financial Accounting Standards No. 151

In November 2004, the Financial Accounting Standddard issued FAS No. 151, “Inventory costs, asradment of ARB No. 43 Chapter
4", This Statement amends the guidance in ARB 8o CGhapter 4, “Inventory Pricingtd clarify the accounting for abnormal amountsdbé
facility expense, freight, handling costs, and wdsnaterial (spoilage). It requires that those sém recognized as current-period charges
regardless of whether they meet the criteria inetidier guidance of “so abnormaltf addition, this Statement requires that allogatib fixed
production overheads to the costs of conversiopased on the normal capacity of the productiorifi@s. The provisions of this statement
were applied prospectively for inventory costs imed beginning in our fiscal year 2006. The adaptbthis statement did not have a
material impact on our results of operations, fgiahposition or cash flow.

Statement of Financial Accounting Standards No. 12@evised 2004)

In December 2004, the Financial Accounting Stansl&aiard issued a revision of Statement of Finaraiabunting Standards No. 123,
“Accounting for Stock-Based Compensation” (“FAS RZB FAS 123R supersedes APB Opinion No. 25, “Aatiing for Stock Issued to
Employees,” and its related implementation guidaaue eliminates the alternative to use Opinion 28isnsic value method of accounting
that was provided in Statement 123 as originaliyésl. Under Opinion 25, issuing stock options tplegrees generally resulted in recogni
of no compensation cost. FAS 123R requires entitigscognize the cost of employee services redaivexchange for awards of equity
instruments based on the grant-date fair valubasd awards (with limited exceptions). On MarchZ®)5, the SEC issued Staff Accounting
Bulletin 107 (“SAB 107”) which expresses the viesighe SEC regarding the interaction between FAZRL2nd certain SEC rules and
regulations and provides the SEC’s views regartliegvaluation of share-based payment arrangemenpiblic companies. In particular,
SAB 107 provides guidance related to share-basguhgat transactions with non-employees, the trasitiom non-public to public entity
status, valuation methods (including assumptioes s expected volatility and expected term), fwmanting for certain redeemable
financial instrument issues under share-based patyaneangements, the classification of compensatigrense, non-GAAP financial
measures, first-time adoption of FAS 123R in aerim period, capitalization of compensation costated to share-based payment
arrangements, the accounting for income tax effefceéhare-based payments arrangements upon adaptiokS 123R, the modification of
employee share options prior to adoption of FASRL,2d disclosures in Management's Discussion amaly&is of Financial Condition and
Results of Operations subsequent to adoption of E2Z3R. We adopted FAS 123R in the first quartdisehl year 2006. As a result, we
recorded $0.5 million and $1.1 million of compeimaexpense, net of tax, in the quarter and ninetheended July 2, 2006. The future
effects may be higher but are currently not estimab

Statement of Financial Accounting Standards No. 153

In December 2004, the Financial Accounting Stansl&uiard issued FAS No. 153, “Exchanges of Nonmoypétasets — an amendment of
APB Opinion No. 29". The guidance in APB Opinion.Na®, Accounting for Nonmonetary Transactions,asdal on the principle that
exchanges of nonmonetary assets should be medsased on the fair value of the assets exchangedgiiidance in that Opinion, however,
included certain exceptions to that principle. Thiatement amends Opinion 29 to eliminate the daiarefor nonmonetary exchanges of
similar productive assets and replaces it withrzege exception for exchanges of nonmonetary asisatslo not have commercial substance.
A nonmonetary exchange has commercial substangdfdhk future cash flows of the entity are exgekcto change significantly as a resul
the exchange. This statement was effective for romatary asset exchanges that began in the foutedrour fiscal year 2005). The
adoption of this statement did not have a matariphct on our results of operations, financial posior cash flow.

FASB Staff Position No. FAS 109-1 and FASB Staff Bdion No. FAS 109-2

In December 2004, the FASB issued FASB Staff RmsiNo. FAS 109-1 “Application of FASB Statement N@9, ‘Accounting for Income
Taxes’, to the Tax Deduction on Qualified Produttictivities by the
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American Jobs Creation Act of 2004” (“FSP FAS N0941") and FASB Staff Position No. 109-2, “Accourgiand Disclosure Guidance for
the Foreign Earnings Repatriation Provision wittia American Jobs Creations Act of 2004” (“FSP A& 109-2"). The American Jobs
Creation Act of 2004 (“AJCA”) provides several imtiwes for U.S. multinational corporations and Uh&nufacturers, subject to certain
limitations. The incentives include an 85% dividemdceived deduction for certain dividends fromtoaled foreign corporations that
repatriate accumulated income abroad, and a deduiti domestic qualified production activities adske income. The adoptions of FSP FAS
109-1 and FSP 109-2 did not have a material impaciur consolidated financial position, result®pérations or cash flows.

RECENTLY ISSUED ACCOUNTING STANDARDS
Statement of Financial Accounting Standards No. 154

In June 2005, the Financial Accounting Standardsr@dssued FAS No. 154, “Accounting Changes andrEzorrections — a replacement of
APB Opinion No. 20 and FASB Statement No. 3”. Thiatement generally requires retrospective appicad prior periods’ financial
statements of changes in accounting principle.iBusly, Opinion No. 20 required that most voluntahanges in accounting principle were
recognized by including the cumulative effect ofing to the new accounting principle in net ineasfithe period of the change. FAS 154
applies to all voluntary changes in accounting @gle. It also applies to changes required by awasting pronouncement in the unusual
instance that the pronouncement does not inclueefsptransition provisions. When a pronouncenipaludes specific transition provisions,
those provisions should be followed. This Statenshatl be effective for accounting changes andemtions of errors made in fiscal years
beginning after December 15, 2005 (our fiscal y&47). We do not expect the adoption of this statgrwill have a material impact on our
results of operations, financial position or caskwf

FASB Interpretation No. 48

In June 2006, the FASB issued Interpretation No(FR 48), Accounting for Uncertainty in Income Tesx FIN 48 prescribes detailed
guidance for the financial statement recognitioeasurement and disclosure of uncertain tax positiecognized in an enterprise’s financial
statements in accordance with FASB Statement N&. A€counting for Income Taxes. Tax positions nmset a more-likely-than-not
recognition threshold at the effective date todmognized upon the adoption of FIN 48 and in subsegperiods. FIN 48 will be effective for
fiscal years beginning after December 15, 2006 fisaal year 2008) and the provisions of FIN 48 Wwé applied to all tax positions under
Statement No. 109 upon initial adoption. The curingeeffect of applying the provisions of this ireetation will be reported as an
adjustment to the opening balance of retained egsrfor that fiscal year. The Company is curreatlgluating the potential impact of FIN 48
on its consolidated financial statements.

Emerging Issues Task Force EITF 06-3

In June 2006, the Emerging Issues Task Force (“BliBBued EITF 06-3, “How Taxes Collected from Gusers and Remitted to
Governmental Authorities Should Be Presented irlnbheme Statement (That Is, Gross versus Net Piagam)” to clarify diversity in

practice on the presentation of different typetagés in the financial statements. The Task Foooeloded that, for taxes within the scope of
the issue, a company may adopt a policy of presgmdixes either gross within revenue or net. That may include charges to customers for
taxes within revenues and the charge for the thwes the taxing authority within cost of sales, alternatively, it may net the charge to the
customer and the charge from the taxing authdfitaxes subject to EITF 06-3 are significant, anpany is required to disclose its
accounting policy for presenting taxes and the art®af such taxes that are recognized on a grass. e guidance in this consensus is
effective for the first interim reporting perioddiening after December 15, 2006 (the first quasfesur fiscal year 2008). We do not expect
the adoption of EITF 06-3 will have a material impan our results of operations, financial positiwrcash flow.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The consolidated financial statements have beguaped in accordance with accounting principles galyeaccepted in the United States that
require us to make estimates and assumptionsffleat the
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reported amounts of assets and liabilities at Hie df the consolidated financial statements anemees and expenses during the periods
reported. Actual results could differ from thoséraates. Information with respect to our criticabaunting policies which we believe could
have the most significant effect on our reportesiits and require subjective or complex judgmentontained in Item 7, Management’s
Discussion and Analysis of Financial Condition &w®bults of Operations, of our Annual Report on Faf¥K for the fiscal year ended
October 2, 2005.

IMPORTANT FACTORS RELATED TO FORWARD -LOOKING STATEMENTS AND ASSOCIATED RISKS

Some of the statements in this report or incorgardly reference are forward-looking, including,haift limitation, the statements under the
caption “Management’s Discussion and Analysis ofafcial Condition and Results of Operations”. Fadsdaoking statements include all
those statements that contain words like “may,l;ivicould,” “should,” “project,” “believe,” “anticipate,” “expect,” “plan,” “estimate,”
“forecast,” “potential,” “intend,” “maintain,” “cotinue” and variations of these words or comparalaeds. In addition, all of the information
herein that does not state an historical factiwéod-looking, including any statement or implicatiabout an estimate or a judgment, an
expectation as to a future time, future resulttbeofuture circumstance. For various reasons ahctsults may differ substantially from the
results that the forward-looking statements sugdédstrefore, forward-looking statements are not@rgntee of future performance and
involve risks and uncertainties. These forward-lngkstatements are made only as of the date ofdbisrt. We do not undertake to update or
revise the forward-looking statements, whether gesalt of new information, future events or othisev

The forward-looking statements included in thisartare based on, among other items, current asgumsghat we will be able to meet our
current operating cash and debt service requiresntrdt we will be able to successfully completeamced and to-be-announced plant
consolidations on the anticipated schedules anubwitunanticipated costs or expenses, that wecuatditinue to retain the full-time services of
all of our present executive officers and key eryeés, that we will be able to successfully resalwg disputes and other business matters as
anticipated, that competitive conditions within #ralog, mixed signal and discrete semiconduattegrated circuit or custom component
assembly industries will not affect us adversédigt bur customers will not cancel orders or tertairta renegotiate their purchasing
relationships with us, that we will retain existikgy personnel, that our forecasts will reasonablycipate market demand for our products,
and that there will be no other material adversmngles in our operations or business. Other fattatscould cause results to vary materially
from current expectations are referred to elsewimetleis report. Assumptions relating to the foriegoinvolve judgments that are difficult to
make and future circumstances that are difficufiredict accurately or correctly. Forecasting atittbmanagement decisions are subjective
in many respects and thus susceptible to interfiwataand periodic revisions based on historic egpee and business developments, the
impact of which may cause us to alter our intefoscasts, which may in turn affect our subseqegpectations and our future results. W
not undertake to announce publicly the changesntlagtoccur in our expectations. Readers are cadiagainst giving undue weight to any
of the forward-looking statements.

Adverse changes to our results could result fropnramber of factors, including but not limited tadtuations in economic conditions,
potential effects of inflation, lack of earningsiility, dependence upon certain customers or Btarklependence upon suppliers, future
capital needs, rapid technological changes, diffiesiin integrating acquired businesses, abibityealize cost savings or productivity gains,
potential cost increases, dependence on key pegkdtifiiculties regarding hiring and retaining djifiad personnel in a competitive labor
market, risks of doing business in internationatkats, and problems of third parties upon whom &k in our business or operations.

The inclusion of forwardeoking information should not be regarded as aesgntation by us or any other person that albofestimates sh:
necessarily prove correct or that all of our objexs or plans shall necessarily be achieved.
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Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Market risk is the potential loss arising from axbeechanges in foreign currency exchange rateeisttrates, or the stock market. We are
exposed to various market risks, which are reltdathanges in certain foreign currency exchangesrahd changes in certain interest rates.

We conduct business in a number of foreign curem@rincipally those of Europe and Asia, directiythrough our foreign operations. We
may receive some revenues in foreign currenciepanthase some inventory and services in foreigrenaies. Accordingly, we are exposed
to transaction gains and losses that could resart £hanges in exchange rates of these foreigemcigs relative to the U.S. dollar.
Transactions in foreign currencies have represemtethtively small portion of our business andséheurrencies have been relatively stable
against the U.S. dollar for the past several yesssa result, foreign currency fluctuations havéhmed a material impact historically on our
revenues or results of operations. Nonethelessigiorcurrency fluctuations relative to the U.S.lalohave tended to increase in recent years.
There can be no assurance that those currencieemiin stable relative to the U.S. dollar or thatire fluctuations in the value of foreign
currencies will not have material adverse effect®or results of operations, cash flows or finahoidition. Our largest foreign currency
exposure results from activity in British Poundsl éime European Union Euro. We have not conducfedeign currency hedging program
thus far. We have considered and may continuerneider the adoption of a foreign currency hedgiragmam.

We did not enter into derivative financial instrumteeand did not enter into any other financialrinstents for trading or speculative purposes
or to hedge exposure to interest rate risks. Cugrdinancial instruments consist primarily of casbcounts receivable, accounts payable and
long-term obligations. Our exposure to market f@kchanges in interest rates relates primarilgaoshort-term investments and short-term
obligations. As a result, we do not expect fludtua in interest rates to have a material impadherfair value of these instruments.
Accordingly, we have not engaged in transactiotenided to hedge our exposure to changes in interest

We currently have a $30,000,000 revolving line refdit, which expires in March 2008. At July 2, 208800,000 was utilized for a letter of
credit; consequently, $29,600,000 was availableenitds line of credit. It bears interest at thalda prime rate plus 0.75% to 1.5% per
annum or, at our option, at the Eurodollar rates 5% to 2.5% per annum. The interest rate eraed by the ratio of total funded debt
to Earnings Before Interest, Taxes, DepreciatiahAmortization (“EBITDA”). For instance, if we wete borrow presently the entire
$30,000,000 from this credit line, a one-perceataase in the interest rate would result in antamdil $300,000 of pre-tax interest expense
annually. Market forces recently have been tenthirigcrease short-term interest rates, althouglptime rate and the Eurodollar rate move
independently of the Federal Funds Rate. The adtionded debt to EBITDA also would increase as antg are borrowed under the line of
credit. These factors could have the effect of piély increasing the effective interest rate atufe incremental borrowings.

Item 4. CONTROLS AND PROCEDURES
(a) Evaluation of disclosure controls and proceslure

Our Chief Executive Officer and Chief Financial i0&r, with the assistance of other management,waiad an evaluation of our disclosure
controls and procedures as of the end of the pewwdred by this Report. Based on this evaluation Chief Executive Officer and Chief
Financial Officer concluded that our disclosureteools and procedures are effective.

(b) Changes in internal control over financial nejmy.

During the first nine months of fiscal year 200t re have been no changes in our internal comel financial reporting that have materie
affected, or are reasonably likely to materiallieat, our internal control over financial reporting
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PART Il - OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS

In our most recent Form 10-K as filed with the SEECDecember 16, 2005, we previously reported litigrain which we are involved,
and no material changes in such litigation occudwing the fiscal period that is the subject d$ tReport on Form 10-Q.

Item 1A. RISK FACTORS

In addition to the risk factors described in Mie@ns’'s Form 10-K for the fiscal year ended Octobe2@)5, Microsemi is subject to the
following risks:

The merger of Microsemi’s subsidiary with AdvancedPower Technology, Inc, which has been renamed Micsemi Corp. —
Power Products Group, may divert Microsemi’'s managment’s attention away from ongoing operations.

The merger of Microsemi’s subsidiary with Advandgalver Technology, Inc. (“APT"), which was renamedtisemi Corp. — Power
Products Group upon the consummation of the métiger‘Power Products Group”), and the integratibMa@rosemi’'s and the Power
Product Group’s operations, products and persamaglplace a significant burden on Microsemi’s mamagnt and internal resources.
The diversion of management attention away fromtdagiay business concerns and any difficulties antered in the transition and
integration process could harm Microsemi’s busingsancial condition and operating results.

Microsemi’s subsidiaries’ manufacturing processesra complex and specialized and will become more cqiex as a result of the
acquisition of the Power Products Group; delays imesolving problems associated with transitions of ppcesses between different
facilities, or issues related to government or cusmer qualification of facilities or processes coulédversely affect our
manufacturing efficiencies and our ability to realze revenues or cost savings.

The Microsemi consolidated group’s manufacturirficieincy will be an important factor in Microsemifgture profitability, and
Microsemi may be unsuccessful in its efforts taéase or may fail to maintain its manufacturingogfhcy. Microsemis manufacturin
processes are highly complex, require advanceaastty equipment and are sometimes modified infeorte¢o improve yields and
product performance. From time to time Microsens baperienced difficulty in transitions of manufaig processes to different
facilities or adopting new manufacturing procesgesa consequence, at times Microsemi has experikedelays in product deliveries
and reduced yields. Every silicon wafer fabricafiacility utilizes very precise processing, andgassing difficulties and reduced yie
commonly occur, and one of the major causes oktpesblems is contamination of the material. Reduoanufacturing yields can
often result in manufacturing and shipping delays th capacity constraints. Therefore, manufaajupioblems can result in additional
operating expense and delayed or lost revenuemdnnstance which occurred in fiscal year 2005 rbiemi scrapped nonconforming
inventory at a cost of approximately $1 million aerienced a delay of approximately two month®alizing approximately $1.5
million of revenues. In an additional instance whazcurred in fiscal year 2004, Microsemi encowsdea manufacturing problem
concerning contamination in a furnace that resuhtidtie quarantine of approximately 1 million urdtsa cost of approximately $2
million. The identification and resolution of thatanufacturing issue required four months of efforinvestigate and resolve, which
resulted in a concurrent delay in realizing appmately $2 million of revenues. Microsemi may expage manufacturing problems in
achieving acceptable yields or experience prodelivery delays in the future as a result of, amotiger things, upgrading existing
facilities, relocating processes to different fiigis, or changing its process technologies, anytath could result in a loss of future
revenues or an increase in manufacturing costs.

Reliance on government contractors for a substantigportion of Microsemi’s sales could have materiaddverse effects on results
of operations.
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Some of Microsemi’s sales are derived from custemdrose principal sales are to the United Stataement. If Microsemi
experiences significant reductions or delays ircprements of its products by the United States Goaent or terminations of
government contracts or subcontracts, its operaéiaglts could be materially and adversely affec@&eherally, the United States
Government and its contractors and subcontractagsterminate their contracts with Microsemi ordtsstomers for cause or for
convenience. In the past, Microsemi has experiencedermination of a contract due to the termamatf the underlying government
contracts. All government contracts are also sulyfeprice renegotiation in accordance with U.Sv&ament Renegotiation Act. By
reference to such contracts, all of the purchadersrMicrosemi receives that are related to govemiroontracts are subject to these
possible events. There is no guarantee that Miombgdl not experience contract terminations orcprrenegotiations of government
contracts in the future. Microsemi’s net salesafedse markets represented approximately 19% cfaies for fiscal years 2003 and
2004 and approximately 20% of net sales for figealr 2005. Future sales are subject to the unoéesiof governmental appropriatic
and national defense policies and priorities. Treedes are derived from direct and indirect busiveth the U.S. Department of
Defense and other U.S. government agencies. Fromtt time, Microsemi has experienced decliningdsérelated sales, primarily i
a result of contract award delays and reduced defprogram funding. Defense spending is expectdddtine overall in the future due
to budgetary constraints. The effects of defensading declines are difficult to estimate and scitfe many sources of uncertainty.
Microsemi’s prospects for future defense-relatddssmay be adversely affected in a material mahperumerous events or actions
outside our control.

Interruptions, delays or cost increases affecting Mrosemi’s materials, parts, equipment or subcontrators may impair its
competitive position.

Microsemi’s manufacturing operations, and the @etshanufacturing operations which it uses increggidepend upon obtaining, in
some instances, a governmental qualification ofth@ufacturing process, and in all instances, aatecgupplies of materials, parts and
equipment, including silicon, mold compounds aratilérames, on a timely basis from third partiesn8mf the outside manufacturing
operations Microsemi uses are based in foreigntci@snMicrosemi’s results of operations could deexsely affected if it is unable to
obtain adequate supplies of materials, parts angbegnt in a timely manner or if the costs of mialer parts or equipment increase
significantly. From time to time, suppliers may el lead times, limit supplies or increase priags th capacity constraints or other
factors. Although Microsemi generally uses matsriphrts and equipment available from multiple §epg it has a limited number of
suppliers for some materials, parts and equipnwhtle Microsemi believes that alternate suppliensthese materials, parts and
equipment are available, an interruption could asklg affect its operations. Some of Microsemi’sgucts are manufactured,
assembled and tested by third-party subcontractors.

Some of these contractors are based in foreigntdesnMicrosemi generally does not have any lamgatagreements with these
subcontractors. As a result, Microsemi may not tdixect control over product delivery schedulepaduct quality. Outside
manufacturers generally will have longer lead tifoesdelivery of products as compared with our ineé manufacturing, and therefore,
when ordering from these suppliers, Microsemi tlrequired to make longer-term estimates of iséaruers’ current demand for
products, and these estimates are difficult to mAls», due to the amount of time typically reqdite qualify assemblers and testers,
Microsemi could experience delays in the shipméwiuo products if it is forced to find alternatarthparties to assemble or test its
products. Any product delivery delays in the futooelld have material adverse effects on its opggatsults, financial condition and
cash flows. Microsemi’s operations and ability &isfy customer obligations could be adverselyéfé if its relationships with these
subcontractors were disrupted or terminated.

Microsemi depends on third-party subcontractorsifafer fabrication, assembly and packaging of aneiasing portion of its products.
Currently, Microsemi utilizes third-party subconttars for approximately 30% of its assembly andkpging requirements and 13% of
its wafer fabrication, and expects that these peages will increase to as much as approximatedy 86d 20%, respectively, in the
current fiscal year. A limited group of subcontastpackage its products and some of the raw natégenicluded in its products are
obtained from a limited group of suppliers. Disiaptor termination of any of these sources coukbo@nd such
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disruptions or terminations could harm its busiress operating results. In the event that anyso$ubbcontractors were to experience
financial, operational, production or quality asswre difficulties resulting in a reduction or intgstion in supply to Microsemi, its
operating results could suffer at least until @iédée qualified subcontractors, if any, were to Ibee@vailable and active. Microsemi
anticipates that many of its next-generation préglutay be manufactured by third-party subcontradtoAsia, and to the extent that
such potential manufacturing relationships devellopy may be with a limited group of subcontractédthough Microsemi seeks to
reduce its dependence on sole or limited sourcpligsup, Microsemi and the Power Products Grouperily use the same third-party
subcontractors for not more than 10% of each coyipanutside manufacturing. Therefore, any disruptior terminations of
manufacturing could materially harm the Microsewmsolidated group’s business and operating rels. these subcontractors must
be qualified by the U.S. Government or Microseraiistomer for high-reliability processes. Historigdhe U.S. Government has rarely
qualified any foreign manufacturing or assemblgéifior reasons of national security; therefore Mi@osemi consolidated group’s
ability to move certain manufacturing offshore nteylimited or delayed.

International operations and sales may expose Miceemi to material risks and may increase volatilityo the Microsemi
consolidated group’s operating results.

Revenues from foreign markets represent a signifipartion of Microsemi’s total revenues. Net sateforeign customers represented
approximately 28%, 33% and 33% of net sales faafigears 2003, 2004 and 2005, respectively. Thales were principally to
customers in Europe and Asia. Foreign sales assifiled as shipments to foreign destinations. Mierni maintains facilities or
contracts with entities in Korea, Japan, Chindahd, Thailand, the Philippines, and Taiwan. Treeerisks inherent in doing business
internationally, including:

» Legislative or regulatory requirements, includiag taws in the United States and in the countrieshiich Microsemi manufactur:
or sells its product:

» Trade restrictions

e Transportation delay:

e Communication interruption:

e Work stoppages, disruption of local labor supplg/antransportation service
» Economic and political instability

» Political instability and acts of war or terrorismhich could disrupt the Microsemi consolidatedup's manufacturing and
logistical activities

e Changes in import/export regulations, tariffs aradght rates
« Difficulties in collecting receivables and enforginontracts generally; ar
e Currency controls and fluctuations, devaluatiofooéign currencies, hard currencies shortages aclda@ge rate fluctuation

In addition, the laws of certain foreign countnieay not protect Microsemi’s products, assets @lledtual property rights to the same
extent as do U.S. laws. Therefore, the risk ofgyiraf Microsemi’s technology and products may beaggr in those foreign countries.
Microsemi may experience material adverse effectstfinancial condition, operating results anditflows in the future.

Microsemi depends on the ability of its personnelaw materials, equipment and products to move reaswbly unimpeded around
the world.
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Any political, military, world health (e.g., SARS avian flu) or other issue that hinders the mowveinee restricts the import or export of
materials or products could lead to significantibess disruptions. Furthermore, any strike, econdaiiure or other material disruption
on the part of major airlines or other transpootaitompanies could also adversely affect Microsgmifility to conduct business. If st
disruptions result in cancellations of customereoscr contribute to a general decrease in econaatiity or corporate spending, or
directly impact marketing, manufacturing, finanaald logistics functions, Microsemi’'s consolidatedults of operations and financial
condition could be materially adversely affected.

Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Inapplicable

Item 3. DEFAULTS UPON SENIOR SECURITIES
Inapplicable

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Inapplicable

Item 5. OTHER INFORMATION
None

Item 6. EXHIBITS

2.6.1 Amendment No. 1 to Agreement and Plan of Mergeedl&tpril 25, 2006 previously filed as Exhibit 2.@dlthe Registrant’s
Post-Effective Amendment No. 1 to Form S-4 (Reg. B88-130655) as filed on April 27, 2006 and inaogied herein by
reference

10.85.1( Tenth Amendment dated as of June 1, 2006 to ChAgptldement dated as of April 2, 1999. Filed herew
10.85.1: Eleventh Amendment dated as of June 28, 2006 tdilCkgreement dated as of April 2, 1999. Filed hétie.
10.85.1. Twelfth Amendment dated as of July 14, 2006 to @rkdreement dated as of April 2, 1999. Filed hetkw

10.109.: Form of Notice of Stock Option Grant and Employ¢ec® Option Agreement from and after March 28, 2@@@viously filed
as a lik-numbered exhibit to the Registr’'s Form &K filed on April 3, 2006 and incorporated hereinreference

31 Certifications pursuant to Exchange Act Rule-14(a)
32 Certifications pursuant to Exchange Act Rule-14(b) and 18 U.S.C. 13¢
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, as amended, the registrant Hgscdused this report to be signed on its
behalf by the undersigned thereunto duly authorized

MICROSEMI CORPORATION

DATED: August 11, 2006 By: /s/ David R. Sonkse
David R. Sonksen
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer and
Chief Accounting Officer and duly
authorized to sign on behalf of the
Registrant

40



Table of Contents

EXHIBIT INDEX
Ex. No. Exhibit Description
26.1 Amendment No. 1 to Agreement and Plan of Mergegdiduly 25, 2006 previously filed as Exhibit 2.8 the Registrant’s
Post-Effective Amendment No. 1 to Form S-4 (Reg. B88-130655) as filed on July 27, 2006 and incratea herein by
reference
10.85.1( Tenth Amendment dated as of June 1, 2006 to CAgptldement dated as of April 2, 1999. Filed herew
10.85.1: Eleventh Amendment dated as of June 28, 2006 tdilCkgreement dated as of April 2, 1999. Filed hétle.
10.85.1. Twelfth Amendment dated as of July 14, 2006 to @rkgreement dated as of April 2, 1999. Filed hetkw
10.109.: Form of Notice of Stock Option Grant and Employéecs Option Agreement from and after March 28, 2@@@viously filed
as a lik-numbered exhibit to the Registr’'s Form K filed on April 3, 2006 and incorporated hereinreference
31 Certifications pursuant to Exchange Act Rule-14(a)
32 Certifications pursuant to Exchange Act Rule-14(b) and 18 U.S.C. 13t
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EXHIBIT 10.85.10

TENTH AMENDMENT
TO
CREDIT AGREEMENT

Dated as of June 1, 2006

ThisTENTH AMENDMENT TO CREDIT AGREEMENT  (this “ Amendment) is amongMICROSEMI CORPORATION , a
Delaware corporation (the_* Borrow®r, the several financial institutions party to tGesdit Agreement referred to below (collectivehg “
Lenders’; individually, a “ Lender”), and COMERICA BANK , as administrative agent for the Lenders (the fidstrative Agent).

PRELIMINARY STATEMENTS:

(1) The Borrower, the Lenders and the Administeatigent have entered into that certain Credit Agrert dated as of April 2, 1999,
amended by the First Amendment to Credit Agreerdated as of June 25, 1999, the Second Amendmeéhettit Agreement dated as of
February 14, 2000, the Third Amendment to Credite®ment dated as of April 2, 2001, the Fourth Ameewt to Credit Agreement dated as
of May 25, 2002, the Fifth Amendment to Credit Agmeent dated as of December 5, 2002, the Sixth Amentto Credit Agreement dated
as of December 10, 2003, the Seventh AmendmentaditCAgreement dated as of March 31, 2004, théthigamendment to Credit
Agreement dated as of March 31, 2004, and the Mintendment to Credit Agreement dated as of Marcl2205 (as so amended the “
Credit Agreement; capitalized terms used and not otherwise definein have the meanings assigned to such terthe i@redit
Agreement).

(2) The Borrower has requested that the Adminiseahgent and the Lenders make certain amendmerttetCredit Agreement.
(3) The Administrative Agent and the Lenders arette terms and conditions stated below, willingtant the request of the Borrower.

NOW, THEREFORE in consideration of the premises and for other gmudl valuable consideration, the receipt and saffixy of
which are hereby acknowledged, the parties heratebly agree as follows:

1. Amendments to Credit Agreement Effective as of the date hereof and subject ¢ostitisfaction of the conditions precedent sehfirt
Section 2 hereof, the Credit Agreement is herebgratad as follows:

(a) The definition of the term “Stated Maturity B&in Section 1.1 of the Credit Agreement is heralmended and restated in its
entirety to read as follows:

“* Stated Maturity Daté means March 31, 2008.”

(b) Section 10.14 is amended entirely to read bewWs:

“10.14. Waiver of Jury Trial THE AGENT, THE LENDERS, THE L/C ISSUER AND THE BGBROWER ACKNOWLEDGE
THAT THE RIGHT TO TRIAL BY JURY IS A CONSTITUTIONALONE, BUT THAT IT MAY BE WAIVED UNDER
CERTAIN CIRCUMSTANCES. TO THE EXTENT PERMITTED BYAW, EACH




PARTY, AFTER CONSULTING (OR HAVING HAD THE OPPORTUNY TO CONSULT) WITH COUNSEL OF ITS, HIS
OR HER CHOICE, KNOWINGLY AND VOLUNTARILY, AND FOR HE MUTUAL BENEFIT OF ALL PARTIES, WAIVES
ANY RIGHT TO TRIAL BY JURY IN THE EVENT OF LITIGATION ARISING OUT OF OR RELATED TO THIS
AGREEMENT OR ANY OTHER DOCUMENT, INSTRUMENT OR AGRBMENT BETWEEN THE UNDERSIGNED
PARTIES.”

(c) Section 10.15 shall be added to the Agreenmetite appropriate numerical context as follows:
“Section 10.15. Judicial Reference Provision

(@) In the event the Jury Trial Waiver set fortload is not enforceable, the parties elect to prdeseler this Judicial Reference
Provision.

(b) With the exception of the items specified iaude (c), below, any controversy, dispute or cl@ach, a “Claim”) between the
parties arising out of or relating to this Agreemnenany other document, instrument or agreememtden the undersigned parties
(collectively in this Section, the “Comerica Docume), will be resolved by a reference proceedim@alifornia in accordance with the
provisions of Sections 638 et seq. of the Califai@ode of Civil Procedure (“CCP"), or their sucagssections, which shall constitute
the exclusive remedy for the resolution of any @lancluding whether the Claim is subject to thierence proceeding. Except as
otherwise provided in the Comerica Documents, véauthe reference proceeding will be in the statéederal court in the county or
district where the real property involved in théi@aw, if any, is located or in the state or fedex@lirt in the county or district where
venue is otherwise appropriate under applicable(tae “Court”).

(c) The matters that shall not be subject to aregiee are the following: (i) nonjudicial forecloswf any security interests in real
or personal property, (ii) exercise of self-helmeglies (including, without limitation, set-off)jiJiappointment of a receiver and
(iv) temporary, provisional or ancillary remedi@sc{uding, without limitation, writs of attachmentyits of possession, temporary
restraining orders or preliminary injunctions). 3inéference provision does not limit the right 0§ party to exercise or oppose any of
the rights and remedies described in clauses diYi@nor to seek or oppose from a court of compejerisdiction any of the items
described in clauses (iii) and (iv). The exerci§emoopposition to, any of those items does naveghe right of any party to a referer
pursuant to this reference provision as providadihe

(d) The referee shall be a retired judge or justiElected by mutual written agreement of the partfehe parties do not agree
within ten (10) days of a written request to ddogany party, then, upon request of any partyséfieree shall be selected by the
Presiding Judge of the Court (or his or her repriadive). A request for appointment of a refereq i@ heard on an ex parte or
expedited basis, and the parties agree that imbpmharm would result if ex parte relief is naamgged. Pursuant to CCP § 170.6, each
party shall have one peremptory challenge to tfeee selected by the Presiding Judge of the Qouttis or her representative).

(e) The parties agree that time is of the essenceriducting the reference proceedings. Accordirthly referee shall be reques
subject to change in the time periods specifieéindgor good cause shown, to (i) set the matteafstatus and trial-setting conference
within fifteen (15) days after the date of selectas the referee, (ii) if practicable, try all issuof law or fact within one hundred twenty
(120) days after the date of the conference




(iii) report a statement of decision within twerfB0) days after the matter has been submitteddoisibn.

(f) The referee will have power to expand or lithie amount and duration of discovery. The referag set or extend discovery
deadlines or cutoffs for good cause, including yfmfailure to provide requested discovery foy aeason whatsoever. Unless
otherwise ordered based upon good cause showrartyoghall be entitled to “priority” in conductirdiscovery, depositions may be
taken by either party upon seven (7) days writtetice, and all other discovery shall be respondedithin fifteen (15) days after
service. All disputes relating to discovery whi@nnot be resolved by the parties shall be submittelde referee whose decision shall
be final and binding.

(9) Except as expressly set forth herein, the eefeshall determine the manner in which the refer@noceeding is conducted
including the time and place of hearings, the oadqiresentation of evidence, and all other questibat arise with respect to the cot
of the reference proceeding. All proceedings aratihgs conducted before the referee, except fal; shall be conducted without a
court reporter, except that when any party so retgue court reporter will be used at any hearorglacted before the referee, and the
referee will be provided a courtesy copy of thes@ipt. The party making such a request shall tla@@bligation to arrange for and
pay the court reporter. Subject to the refereelggrdo award costs to the prevailing party, thdipawill equally share the cost of the
referee and the court reporter at trial.

(h) The referee shall be required to determinésailes in accordance with existing case law andtttatory laws of the State of
California. The rules of evidence applicable togemdings at law in the State of California willdggplicable to the reference proceed
The referee shall be empowered to enter equitalectl as legal relief, enter equitable orders thitlitbe binding on the parties and r
on any motion which would be authorized in a caudceeding, including without limitation motions feummary judgment or summi
adjudication. The referee shall issue a decisidhatlose of the reference proceeding which dispos all claims of the parties that are
the subject of the reference. Pursuant to CCP §€4Bh decision shall be entered by the Courtjadgment or an order in the same
manner as if the action had been tried by the Candtany such decision will be final, binding amthdusive. The parties reserve the
right to appeal from the final judgment or ordefr@m any appealable decision or order enterechbyéferee. The parties reserve the
right to findings of fact, conclusions of laws, atten statement of decision, and the right to mfrea new trial or a different judgme
which new trial, if granted, is also to be a refex® proceeding under this provision.

(i) If the enabling legislation which provides fappointment of a referee is repealed (and no ssocstatute is enacted), any
dispute between the parties that would otherwisddbermined by reference procedure will be resobredi determined by arbitration.
The arbitration will be conducted by a retired jady justice, in accordance with the California ifgion Act 81280 through §1294.2
of the CCP as amended from time to time. The litiaites with respect to discovery set forth abovdls@ply to any such arbitration
proceeding.

() THE PARTIES RECOGNIZE AND AGREE THAT ALL CONTR@ERSIES, DISPUTES AND CLAIMS RESOLVED
UNDER THIS REFERENCE PROVISION WILL BE DECIDED BY REFEREE AND NOT BY A JURY. AFTER CONSULTING
(OR HAVING HAD THE OPPORTUNITY TO CONSULT) WITH CONSEL OF ITS, HIS OR HER OWN CHOICE, EACH PARTY
KNOWINGLY AND VOLUNTARILY, AND FOR THE MUTUAL BENEFIT OF ALL PARTIES, AGREES THAT THIS
REFERENCE PROVISION WILL



APPLY TO ANY CONTROVERSY, DISPUTE OR CLAIM BETWEERR AMONG THEM ARISING OUT OF OR IN ANY WAY
RELATED TO, THIS AGREEMENT OR THE OTHER COMERICA B&WJMENTS.”

(d) Schedule 6.8 (Existing Subsidiaries) is amertddzk in the form of Amended Schedule 6.8 attadterdto.

2. Conditions to Effectiveness The amendments in Section 1 of this Amendmerit bhaffective as of the date hereof, subjechi t
Administrative Agent'’s receipt of the following am before June , 2006:

(a) counterparts of this Amendment executed byAttiministrative Agent, the Borrower and all Lenders;
(b) a Third Amendment to Guaranty and a Third Ammeadt to Security Agreement;
(c) a Consent of Guarantors, in form and substaatisfactory to the Agent, duly executed by eachr&utor;

(d) certificates for all shares of the capital &to€ Microsemi Corp. — Power Products Group andi@mestic subsidiaries and stock
powers endorsed in blank for each certificates; and

(e) such other documentation as the Administradigent or any Lender shall reasonably request.

3. Representations and Warranties The Borrower represents and warrants as follows:

(a) Authority; Enforceability The Borrower has the requisite corporate powdrarthority to execute, deliver and perform this
Amendment, and to perform its obligations underGhedit Agreement as amended hereby. The execut@ivery and performance by the
Borrower of this Amendment, and the consummatiotheftransactions contemplated hereby, have bdgragproved by the Board of
Directors of the Borrower and no other corporatecpedings on the part of the Borrower are necessagnsummate such transactions. This
Amendment has been duly executed and deliveredébBorrower. Each of this Amendment and the Crédieement as amended hereby
constitutes the legal, valid and binding obligatidrihe Borrower, enforceable against the Borrowexrccordance with its terms.

(b) Loan Document Representations and Warranfiés® representations and warranties containeddh Eoan Document are true and
correct on and as of the date hereof, before ard @izing effect to this Amendment, as though madand as of such date (unless stated to
relate solely to an earlier date, in which casdsepresentations and warranties shall be truecandct as of such earlier date).

(c) Absence of DefaultNo event has occurred and is continuing, or woesdilt from the effectiveness of this Amendmemit t
constitutes a Default.

4. Reference to and Effect on the Loan Documents

(a) Upon and after the effectiveness of this Ameatmeach reference in the Credit Agreement ta ‘HAgreement”, “hereunder”,
“hereof” or words of like import referring to ther&lit Agreement, and each reference in the othanl@ocuments to “the Credit

Agreemer”, “thereunde”,



“thereof” or words of like import referring to tléredit Agreement, shall mean and be a referentdeet@redit Agreement as modified and
amended hereby.

(b) Except as specifically amended above, the Chgglieement and all other Loan Documents are aall sbntinue to be in full force
and effect and are hereby in all respects ratdied confirmed.

(c) The execution, delivery and effectiveness &f kmendment shall not, except as expressly praviteein, operate as a waiver of
any right, power or remedy of any Lender or the Adstrative Agent under any of the Loan Documents, constitute a waiver of any
provision of any of the Loan Documents.

5. Execution in Counterparts. This Amendment may be executed in any numbeoohterparts and by different parties hereto in sepa
counterparts, each of which when so executed alneded shall be deemed to be an original andfaitdch taken together shall constitute
but one and the same agreement. Delivery of aruée@counterpart of a signature page to this Amemdrny facsimile shall be effective as
delivery of a manually executed account of this Adraent.

[end of Amendment; signature page folloy



IN WITNESS WHEREOF, the parties hereto have catisisdlenth Amendment to Credit Agreement to be etextby their respective
officers thereunto duly authorized, as of the diast above written.

COMERICA BANK, as Administrative Ager

By: /s/ Jennifer S. Sel
Name Jenifer S. Set
Title: V.P.

Address: Comerica Banl
500 North State College Bouleve
Suite 57C
Orange, CA 9286
Telephone: 71-94(-6767
Facsimile: 71-94C-6719
Attention: Jennifer S. Se

COMERICA BANK, as a Lende
By: /s/ Jennifer S. Sel

Name Jenifer S. Set
Title: V.P.

Address; Comerica Banl
500 North State College Bouleve
Suite 57C
Orange, CA 9286
Telephone: 71-94(-6767
Facsimile: 71-94C-6719
Attention: Jennifer S. Se

This Amendment is approved a
accepted as of the date first above wri

MICROSEMI CORPORATION

By: /s/ David R. Sonkse

Name David R. Sonkse

Title: Executive Vice President, Chi
Financial Officer, Secretary a1
Treasurel




Amended Schedule 6.8

MICROSEMI CORP. — INTEGRATED PRODUCTS

MICROSEMI CORP. — SCOTTSDALE

MICROSEMI CORP. — MASSACHUSETTS

MICROSEMI CORP. — COLORADO

MICROSEMIC CORP. — SANTA ANA

MICROSEMI CORP. — POWER PRODUCTS GROUP (f/k/a AdwedhPower Technology, Inc.)

MICROSEMI CORP. — ADVANCED TECHNOLOGY CENTER (f/k#advanced Power Technology Colorado, Inc.)
MICROSEMI CORP. —- MONTOGMERYVILLE (f/k/a Advanced®er Technology RF — Pennsylvania, Inc.)
MICROSEMI CORP. — RF POWER PRODUCTS (f/k/a AdvanBedver Technology RF, Inc.)



EXHIBIT 10.85.11

ELEVENTH AMENDMENT
TO
CREDIT AGREEMENT

Dated as of June 28, 2006

ThisELEVENTH AMENDMENT TO CREDIT AGREEMENT (this “ Amendment) is amongMICROSEMI CORPORATION ,
a Delaware corporation (the “ Borrow®r the several financial institutions party to tGeedit Agreement referred to below (collectivehe “
Lenders’; individually, a “ Lender”), and COMERICA BANK , as administrative agent for the Lenders (the fidstrative Agent).

PRELIMINARY STATEMENTS:

(1) The Borrower, the Lenders and the Administeatigent have entered into that certain Credit Agrert dated as of April 2, 1999,
amended by the First Amendment to Credit Agreerdated as of June 25, 1999, the Second Amendmeéhettit Agreement dated as of
February 14, 2000, the Third Amendment to Credite®ment dated as of April 2, 2001, the Fourth Ameewt to Credit Agreement dated as
of May 25, 2002, the Fifth Amendment to Credit Agmeent dated as of December 5, 2002, the Sixth Amentto Credit Agreement dated
as of December 10, 2003, the Seventh AmendmentaditCAgreement dated as of March 31, 2004, théthigamendment to Credit
Agreement dated as of March 31, 2004, the Ninth Adneent to Credit Agreement dated as of March 2052@nd the Tenth Amendment to
Credit Agreement dated as of June 1, 2006 (as smded the “ Credit Agreemehtcapitalized terms used and not otherwise defimecbin
have the meanings assigned to such terms in thdit@greement).

(2) The Borrower has requested that the Adminiseahgent and the Lenders make certain amendmerttetCredit Agreement.
(3) The Administrative Agent and the Lenders arette terms and conditions stated below, willingtant the request of the Borrower.

NOW, THEREFORE in consideration of the premises and for other gmudl valuable consideration, the receipt and saffixy of
which are hereby acknowledged, the parties heratebly agree as follows:

1. Amendments to Credit Agreement Effective as of the date hereof and subject ¢ostitisfaction of the conditions precedent sehfirt
Section 2 hereof, the Credit Agreement is herebgratad as follows:

(a) The following definition is added to Sectiord in the appropriate alphabetical sequence asasllo
“‘Special Permitted Investments’ means any offtilewing:

(a) Direct obligations of, and obligations fully guataed by, the government of the United States of Aecaer direct agencie
of the federal government, as well as governmeattehed corporations that have either borrowingaciy at the United
States Treasury, or a call on United States Trgdsuds to support debt paymer

(b) Direct obligations of, and obligations fully ananteed by, any state or territory of the Uniteates of America with a credit
quality of A1/P:- or AA- by Standard & Por's (or equivalent)

(c) Obligations of any municipal body within the itéad States of America with a credit quality rativigat least A1/P1- or AA-
by Standard and Pc's (or equivalent)



(d)
()
(f)

(9)

(h)
(i)

Senior or preferred classes of pass-througbriies registered under the Securities Act of 1@8&), or issued under Rule
144A, with a credit quality rating of at least - by Standard & Po¢'s (or equivalent)

Obligations of any corporation that maintairsibordinated debt credit quality rating of at te®k or A+ by Standard &
Pool's (or equivalent)

Investment securities issued (guaranteed) by adiahinstitution that is a member of the Federas&ve System, providi
that said institution is

(i) Ranked among the 100 largest United States institsiby assets (as listed by the American Bankés imost currer
listing); or,

(i)  Aninstitution with equity of at least $500,000,0@0,

(i) An institution that meets the credit requirememasesi elsewhere in this sectic

Investment securities issued (guaranteed) by an-US financial institution, provided that said ingtion is:

(i) Ranked among the 50 largest in the world by agastlisted by the American Banker in its most cuirtisting); or,
(i) Aninstitution with equity of at least $750,000,0

Public Securities Association (PSA) repurchageements, master notes or deposits with couatéep that meet the
credit requirements stated elsewhere in this sgctind

Shares in ope-ended money market mutual funds as defined under R-7 of the Investment Company Act of 19"

(b) Section 7.2.5(b) is amended and restated ieniisety as follows:

“(b) Cash Equivalent Investments and Special Pégnhinvestments;”

2. Conditions to Effectiveness The amendments in Section 1 of this Amendmerit bhaffective as of the date hereof, subjechi t

Administrative Agent'’s receipt of the following am before June 28, 2006:

(a) counterparts of this Amendment executed byAttiministrative Agent, the Borrower and all Lenders;

(b) a Consent of Guarantors, in form and substaatisfactory to the Agent, duly executed by eachr@utor; and

(c) such other documentation as the Administrafigent or any Lender shall reasonably request.

3. Representations and Warranties The Borrower represents and warrants as follows:

(a) Authority; Enforceability The Borrower has the requisite corporate powdraarnhority to execute, deliver and perform this
Amendment, and to perform its obligations underGedit Agreement &



amended hereby. The execution, delivery and pedoom by the Borrower of this Amendment, and thesaormation of the transactions
contemplated hereby, have been duly approved bBdlaed of Directors of the Borrower and no othempooate proceedings on the part of
Borrower are necessary to consummate such traosacfihis Amendment has been duly executed andedetl by the Borrower. Each of
this Amendment and the Credit Agreement as ameheegby constitutes the legal, valid and bindindgattion of the Borrower, enforceable
against the Borrower in accordance with its terms.

(b) Loan Document Representations and Warranfié® representations and warranties containeddh eoan Document are true and
correct on and as of the date hereof, before ard giving effect to this Amendment, as though madend as of such date (unless stated to
relate solely to an earlier date, in which casénsepresentations and warranties shall be truecamdct as of such earlier date).

(c) Absence of DefaultNo event has occurred and is continuing, or woesdilt from the effectiveness of this Amendmemit t
constitutes a Default.

4. Reference to and Effect on the Loan Documents

(a) Upon and after the effectiveness of this Ameetmeach reference in the Credit Agreement ta ‘Hgreement”, “hereunder”,
“hereof” or words of like import referring to ther&lit Agreement, and each reference in the othanl@ocuments to “the Credit

Agreement”, “thereunder”, “thereof” or words of déikmport referring to the Credit Agreement, shatlam and be a reference to the Credit
Agreement as modified and amended hereby.

(b) Except as specifically amended above, the ChAgglieement and all other Loan Documents are aall sbntinue to be in full force
and effect and are hereby in all respects ratdied confirmed.

(c) The execution, delivery and effectiveness &f kmendment shall not, except as expressly praviteein, operate as a waiver of
any right, power or remedy of any Lender or the Adstrative Agent under any of the Loan Documents, constitute a waiver of any
provision of any of the Loan Documents.

5. Execution in Counterparts. This Amendment may be executed in any numbeoohterparts and by different parties hereto in sepa
counterparts, each of which when so executed alneded shall be deemed to be an original andfallfich taken together shall constitute
but one and the same agreement. Delivery of aruée@counterpart of a signature page to this Amemdrny facsimile shall be effective as
delivery of a manually executed account of this Adraent.

[end of Amendment; signature page folloy



IN WITNESS WHEREOF, the parties hereto have catisiscEleventh Amendment to Credit Agreement toexated by their
respective officers thereunto duly authorized, fab® date first above written.

COMERICA BANK, as Administrative Ager

By: /s/ Jennifer S. Sel

Name Jenifer S. Set
Title: V.P.

Address: Comerica Banl
500 North State College Bouleve
Suite 57C
Orange, CA 9286
Telephone: 71-94(-6767
Facsimile: 71-94C-6719
Attention: Jennifer S. Se

COMERICA BANK, as a Lende

By: /s/ Jennifer S. Sel

Name Jenifer S. Set
Title: V.P.

Address; Comerica Banl
500 North State College Bouleve
Suite 57C
Orange, CA 9286
Telephone: 71-94(-6767
Facsimile: 71-94C-6719
Attention: Jennifer S. Se

This Amendment is approved a
accepted as of the date first above wri

MICROSEMI CORPORATION

By: /s/ David R. Sonkse

Name David R. Sonkse

Title: Executive Vice Presider
Chief Financial Officer
Treasurer and Secrete




EXHIBIT 10.85.12

TWELFTH AMENDMENT
TO
CREDIT AGREEMENT

Dated as of July 14, 2006

This TWELFTH AMENDMENT TO CREDIT AGREEMENT  (this “ Amendment) is amongMICROSEMI CORPORATION , a
Delaware corporation (the_* Borrow®r the several financial institutions party to tGesdit Agreement referred to below (collectivehg “
Lenders’; individually, a “ Lender”), and COMERICA BANK , as administrative agent for the Lenders (the fidstrative Agent).

PRELIMINARY STATEMENTS:

(1) The Borrower, the Lenders and the Administeatigent have entered into that certain Credit Agrert dated as of April 2, 1999,
amended by the First Amendment to Credit Agreerdated as of June 25, 1999, the Second Amendmeéhettit Agreement dated as of
February 14, 2000, the Third Amendment to Credite®ment dated as of April 2, 2001, the Fourth Ameewt to Credit Agreement dated as
of May 25, 2002, the Fifth Amendment to Credit Agmeent dated as of December 5, 2002, the Sixth Amentto Credit Agreement dated
as of December 10, 2003, the Seventh AmendmentaditCAgreement dated as of March 31, 2004, théthigamendment to Credit
Agreement dated as of March 31, 2004, the Ninth Adneent to Credit Agreement dated as of March 2052the Tenth Amendment to
Credit Agreement dated as of June 1, 2006, anildenth Amendment to Credit Agreement dated asiné 28, 2006 (as so amended the “
Credit Agreement; capitalized terms used and not otherwise definein have the meanings assigned to such terthe i@redit
Agreement).

(2) The Borrower has requested that the Adminiseatgent and the Lenders make certain amendmertetCredit Agreement.
(3) The Administrative Agent and the Lenders arette terms and conditions stated below, willingtant the request of the Borrower.

NOW, THEREFORE in consideration of the premises and for other gmudl valuable consideration, the receipt and saffixy of
which are hereby acknowledged, the parties herateby agree as: follows:

1. Amendment to Credit Agreement. Effective as of the date hereof and subject ¢ostitisfaction of the conditions precedent sehfrt
Section 2 hereof, the Credit Agreement is herebgratad as follows:

(a) Schedule 6.8 (Existing Subsidiaries) is ameriddxt in the form of Amended Schedule 6.8 attad¢tezdto.

2. Conditions to Effectiveness The amendment in Section 1 of this Amendment sigagffective as of the date hereof, subject éo th
Administrative Agent’s receipt of the following am before July 31, 2006:

(a) counterparts of this Amendment executed byAttiministrative Agent, the Borrower and all Lenders;
(b) a Fourth Amendment to Guaranty and a Fourth #dneent to Security Agreement;
(c) a Consent of Guarantors, in form and substaatisfactory to the Agent, duly executed by eachr@utor; and

(d) such other documentation as the Administratigent or any Lender shall reasonably reqt



3. Representations and Warranties The Borrower represents and warrants as follows:

(a) Authority; Enforceability The Borrower has the requisite corporate powdraarnhority to execute, deliver and perform this
Amendment, and to perform its obligations underGhedit Agreement as amended hereby. The execut@ivery and performance by the
Borrower of this Amendment, and the consummatiotheftransactions contemplated hereby, have begragproved by the Board of
Directors of the Borrower and no other corporatecpedings on the part of the Borrower are necessagnsummate such transactions. This
Amendment has been duly executed and deliveredéborrower. Each of this Amendment and the Cragieement as amended hereby
constitutes the legal, valid and binding obligatadrihe Borrower, enforceable against the Borrowexrccordance with its terms.

(b) Loan Document Representations and Warranfié® representations and warranties containeddh eoan Document are true and
correct on and as of the date hereof, before ard giving effect to this Amendment, as though madend as of such date (unless stated to
relate solely to an earlier date, in which casénsepresentations and warranties shall be truecamdct as of such earlier date).

(c) Absence of DefaultNo event has occurred and is continuing, or woeddilt from the effectiveness of this Amendmemd t
constitutes a Default.

4. Reference to and Effect on the Loan Documents

(a) Upon and after the effectiveness of this Ameetmeach reference in the Credit Agreement te ‘Hgreement”, “hereunder”,
“hereof” or words of like import referring to the&lit Agreement, and each reference in the othanl@ocuments to “the Credit

Agreement”, “thereunder”, “thereof” or words of déikmport referring to the Credit Agreement, shatlam and be a reference to the Credit
Agreement as modified and amended hereby.

(b) Except as specifically amended above, the €hgglieement and all other Loan Documents are aatl sbntinue to be in full force
and effect and are hereby in all respects ratdied confirmed.

(c) The execution, delivery and effectiveness &f kmendment shall not, except as expressly praviteein, operate as a waiver of
any right, power or remedy of any Lender or the Adstrative Agent under any of the Loan Documents, constitute a waiver of any
provision of any of the Loan Documents.

5. Execution in Counterparts. This Amendment may be executed in any numbeoohterparts and by different parties hereto in sepa
counterparts, each of which when so executed alneded shall be deemed to be an original andfallfich taken together shall constitute
but one and the same agreement. Delivery of anuée@counterpart of a signature page to this Amemdrny facsimile shall be effective as
delivery of a manually executed account of this Adraent.

[end of Amendment; signature page folloy



IN WITNESS WHEREOF, the parties hereto have catisisdlwelfth Amendment to Credit Agreement to beaxed by their
respective officers thereunto duly authorized, fah® date first above written.

COMERICA BANK, as Administrative Ager

By: /s/ Jennifer S. Sel

Name Jennifer S. Set
Title: V.P.

Address: Comerica Banl
500 North State College Bouleve
Suite 57C
Orange, CA 9286
Telephone: 71-94(-6767
Facsimile: 71-94C-6719
Attention: Jennifer S. Se

COMERICA BANK, as a Lende

By: /s/ Jennifer S. Sel

Name Jennifer S. Set
Title: V.P.

Address; Comerica Banl
500 North State College Bouleve
Suite 57C
Orange, CA 9286
Telephone: 71-94(-6767
Facsimile: 71-94C-6719
Attention: Jennifer S. Se

This Amendment is approved a
accepted as of the date first above wri

MICROSEMI CORPORATION
By: /s/ David R. Sonkse

Name David R. Sonkse
Title: Executive V.P., C.F.O., Treasurer and Secre




Amended Schedule 6.8

MICROSEMI CORP. — INTEGRATED PRODUCTS

MICROSEMI CORP. — SCOTTSDALE

MICROSEMI CORP. — MASSACHUSETTS

MICROSEMI CORP. — COLORADO

MICROSEMIC CORP. — SANTA ANA

MICROSEMI CORP. — POWER PRODUCTS GROUP (f/k/a AdwedhPower Technology, Inc.)
MICROSEMI CORP. — ADVANCED TECHNOLOGY CENTER (f/k#advanced Power Technology Colorado, Inc.)
MICROSEMI CORP. —- MONTOGMERYVILLE (f/k/a Advanced®er Technology RF — Pennsylvania, Inc.)
MICROSEMI CORP. — RF POWER PRODUCTS (f/k/a AdvanBedver Technology RF, Inc.)

MICROSEMI RF PRODUCTS, INC.

MICROSEMI REAL ESTATE, INC.

MICRO WAVESYS, INC.



Exhibit 31

CERTIFICATIONS
I, James J. Peterson, certify that:

1. | have reviewed this quarterly report on FormQ@0f Microsemi Corporation;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

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

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidh&ubsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared,;

(b) Designed such internal control over financegarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramading the reliability of financial reporting attte preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentisi report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitit occurred during the registrant’s
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affebie registrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cboirer financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

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

Date: August 11, 2006

/sl James J. Peters
James J. Peters:
Chief Executive Officer and Preside




I, David R. Sonksen, certify that:
1. | have reviewed this quarterly report on FormQ@0f Microsemi Corporation;

2. Based on my knowledge, this report does notadoriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

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

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared,;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramzgdang the reliability of financial reporting attie preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presenttsi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such evaluation; and

(d) Disclosed in this report any change in thegsegnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter that has materiallycée, or is reasonably likely to materially affebie registrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer(s) alngiave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

() All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

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

Date: August 11, 2006

/s/ David R. Sonkse
David R. Sonksen
Executive Vice President,
Chief Financial Officer,
Treasurer and Secrete




Exhibit 32

CERTIFIED WRITTEN STATEMENT ACCOMPANYING
PERIODIC FINANCIAL REPORTS

(Pursuant to 18 U.S.C. 1350)

The undersigned, James J. Peterson, Chief Exeddffieer, and David R. Sonksen, Chief Financiali€df, of Microsemi Corporation, a
Delaware corporation (the "Company”), each herednyifies, pursuant to 18 U.S.C. Section 1350, aptatl pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that—

(1) the accompanying periodic report containingficial statements filed by the Company with theuBiBes and Exchange
Commission (the “Report”) fully complies with thequirements of Section 13(a) of the Securities Brge Act of 1934 (15
U.S.C. 78m(a)); an

(2) information contained in the Report fairly pgass, in all material respects, the financial ctodiand results of operations of the
Company

IN WITNESS WHEREOF, the undersigned have executedcertificate which accompanies the Company’sré@ulg Report on Form 10-Q
for the quarterly period ended July 2, 2006.

Dated: August 11, 2006 /sl James J. Peters
James J. Peterson, Chief Executive Officer anddet

Dated: August 11, 2006 /s/ David R. Sonkse
David R. Sonksen, Executive Vice President,
Chief Financial Officer, Treasurer and Secre




