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MICROSEMI SEMICONDUCTOR'LIMITED

STRATEGIC REPORT
" FOR THE PERIOD ENDED M MARCH 2019 .

The directors present the Strateglc Report of Mlcroseml Semlconductor Limited (the "Compan ") for the 18
months period ended 31 March 2019. The comparatlves presented are for the year ended 30 September 2017.

Business review

* There was an improvement in revenues in'FY19 compared with FY17, with. turnover increasing by 8% (pro-rating
for 18 months) to $364,879,000 (2017:'$226,270,000) and increasing gross margin to 23% from 24% due to a
broadly similar product mix and continued reduction in cost of goods sold. The profit before taxation for the

: fmanmal perlod/year amounted to $28,464,000 (2017 $5,728,000). : :

Looklng forward, the directors are encouraged by the market opportunities available and plan to funher build the
business by focusing on immediate and long-term opportunities across target markets. The- dlrectors consider
the Company to be well posmoned to take advantage of any néw opportunltles that may arise. :

As at 31 March 2019 the Company had net assets of $63,800, 000 (2017: $40 449 000)
Prlnmpal risks and uncertamtles
The directors consider that the pnnmpal risk and uncertainties facing the Company are as follows:

Competition

The Company's business model involves bundlng close working relationships with its customers. Customers are
able to seek sound source supply arrangements to meet their own business continuity planning policies. As
such, there is a risk that demand may -diminish. The directors believe that the strategy to ensure supply for-all
leadmg product lines provides an effective mitigation against this risk. .

‘ Technologlcal Change
Any technology based company faces a threat from technology -changes that have not been ant|CIpated The _
Company's involvement in R&D activities ensures a forward Iooklng approach and ensures that the Company.
advances with technologlcal change. »

Supply Chain

Changes in the supply chain such as scarcuty of key raw matenals could impact the busmess The Company
builds close relationships with its key suppliers in order.to keep well informed about potentlal supply issues. The
raw materlals which sustaln the Companys products are'not scarce resources.

Fmancual key performance indicators

~ The performance indicators-used by management to assess the performance of the Company are turnover and
profit before taxation. The Companys key performance indicators during the perlod/year are as follows;

18 months :

- period Year ended

ended - 30

31 March  September

2019 . 2017

S : - ' . $000 . $000
Turnover ; ' - 364,879 226,270 -
Profit before taxation : : : : 28,464 5728 .

The Company does not make use of any non-financial key performance indicators.
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MICROSEMI SEMICONDUCTOR LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE PERIOD ENDED 31 MARCH 2019

This report was appfoved by the board and signed on its behalf by:.

| IJ&R? -

‘M N Sharif
Director

Date: 14th November, 2019
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MICROSEMI SEMICONDUCTOR LIMITED

DIRECTORS' REPORT
FOR THE PERIOD ENDED 31 MARCH 2019

The drrectors present their annual report and the audited financial statements of Mrcrosemr Semrconductor
~ Limited (the "Company") for the period ended 31 March 2019. )

- The Company changed its period end to 31 March; therefore the penod presented is for 18 months to 31 March
- 2019 (prror year 12 months to 30, September 2017) ’

Prmcrpal actrvrtes

. The principal actrvrtles of the Company are the development manufacture and marketing of semrconductor'
integrated circuits.. '

The functional currency of the Company is US Dollars because this is the envirenment in which the Company
- primarily generates and expends cash. All sales are billed and collected in this currency as well as the majority of
production costs and intercompany transactions being denominated and settled in this currency. The foreign
exchange rates used by the management are a closing rate. of $1 .30/£ and an average rate of $1.33/£.

- Results and dividends
~ The profit for the fmancral perlod/year amounted to $23 351 000 (2017 $4 762, 000)

During the period/year, a dividend of $Nil (2017: $38, 423 ,000) was paid. The dlrectors do not recommend the
payment ofa flnal dividend (2017: $N|I)

Dlrectors

“The dlrectors who ‘served during the penod and up to the date of srgnrng .the financial statements unless
otherwise stated, were: .

- JE Bjornholt (appointed 27 July 2018) :
~ M N Sharif (appointed 27 July 2018)
M W Lin (resigned 27 July 2018)

Future developments

The Companys future plan is based on contlnued reductions in cost of goods sold by mcreasrng production -
- volumes in its Caldicot fabrication facilities. The Company's .goal-is to maximise the value of this operation with
minimal impact on customers. The Company has not established a definitive timeline with regard to this facility;’
but has initiated a series of actions-that include improvements in capacity utilisation and yields.. The Company
“continues to review its assets with the intention of disposing of undér-utilised properties. With costs continuing to
decline, the Company's primary challenge will be revénue dgrowth. As set out in note 27, the bulk of the

Company's revenue in the future will arise from transactlons with other group companles within the Microchip - -

group rather than drrectly with third partles
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MICROSEMI- SEMICONDUCTOR LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE PERIOD ENDED 31 MARCH 2019

Financial risk management

The Company's operatlons expose it-to a variety of frnancral rrsks that include price risk, credrt rrsk and forergn
) exchange risk.

- Price Risk

The Company is exposed to commodrty and energy price I‘ISkS as a result of its operatrons The Company has
taken steps to purchase energy inputs at fixed prices but, given the size of the Company, the costs of managing
exposure to commodity prrce risk exceed any potential benefits. :

- Credit Risk

The Company's financial assets are bank balances and cash, trade and other debtors. The Company's credit
risk is primarily attributable to its trade debtors which are presented in the Balance Sheet net of allowances for
doubtful debts. The Company has poIrcres that requrre appropnate credlt checks on potential customers before
sales are made.

Forelgn Exchange Risk

The functional currency of the Company is the US Dollar but costs are incurred in pounds sterling - for example
staff, property and energy costs. Foreign exchange risk is managed by the Company's ultimate parent company,
Microsemi Corporation.

Company s policy for payment of credrtors

It is, and wrll continue. to be the policy of the Company to negotlate with . supplrers sO as to obtain the best
available terms taking account of quality, delivery, price and period of settlement and, having agreed those
terms, to abide by them. Trade creditors represented 22 days (2017: 35 days) of purchases at the period-end.
Going concern

The directors have concluded, haying regard to the most recent projections available that the Company and
group will have in place sufﬂcrent funding to enable it to contlnue trading and to meet its liabilities to third parties"
as they fall due for the foreseeable future.

Research and development‘.acti‘vities

The Company's research and development activities include the enhancement of semiconductor integrated

circuit technology. The Company incurred research and development costs of $18,320,000 during the -
period/year (2017: $12,565 000)
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~ MICROSEMI SEMICONDUCTOR LIMITED

DIRECTCRS’ REPORT (CONTINUED)
FOR THE PERIOD ENDED 31 MARCH 2019

Directors’ responsibilities statement

The directors are responsible for preparmg the Annual Report and the financial statements in accordance with
applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland”, and applicable law). Under company law the directors
must not approve the financial statements unless they are satisfied that they give a true and fair view of the state
of. affairs of the Company and of the profit or loss of the. Company for that period. In preparing the financial
statements, the directors are required to: .

. select suitable accounting'policies and then apply them consistently;

. ) make judgements and accounting estimates that are reasonable and prudent
.- state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been -

followed, subject to any material departures disclosed and explained in the financial statements; and

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business. '

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain -
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and to enable them to ensure that the financial statements comply with the Companies Act 2006:

The dlrectors are also responsible for safeguarding the assets of the Company and hence for taking reasonable
. steps for the prevention and detection of fraud and other irregularities.

Disclosure of information to auditors °

Each of the persons.who are directors at the time when this Directors' Report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the Company's auditors are
unaware; and '

. the director has taken all the steps that ought to have been taken as a director in order to be aware of any
' relevant audit information and to establish that the Company's auditors are aware of that information.

Independent auditors

Under section 487(2) of the Companies Act 2006, PricewaterhouseCoopers LLP will be deemed to have been
reappointed as auditors 28 days after these financial statements were sent to members or 28 days after the
latest date prescribed for filing the accounts with the registrar, whichever is earlier.

This report was approved by the board and signed on.its behalf by:

ke By

M N Sharif
Director -

Date: 14th November, 2019

Page 6



MICROSEMI SEMICONDUCTOR LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF MICROSEMI SEMICONDUCTOR LIMITED

.

| Report on the audit of the financial statements

Opinion

In our opinion, Microsemi Semiconductor Limited's financial statements:

e . givea true and fair view of the state of the Company’s affairs as at 31 March 2019 and of its profit for the period
" 18 month then ended; '
. have been properly prepared in accordance with United Kingdom Generally Accepted Accdunting Practice

(United Kingdom Accounting Standards, comprising FRS 102 "The Financial Reporting Standard applicable in
the UK and Republic of Ireland", and applicable law); and

. have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual
Report”), which comprise: the Balance Sheet as at 31 March 2019; the Statement of Comprehensive Income, the Statement
of Changes in Equity for the 18 month period then ended and the notes to the financial statements, Wthh include a
description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) ("ISAs (UK)") and applicable law.
Our responsibilities under ISAs (UK) are further described in the Auditors' responsibilities for the audit of the financial
statements section of our report. We believe that the audit ev1dence we have obtained is sufficient and appropriate to
provide a ba51s for our opinion.

I ndependence

We remained independent of the Company in accordance with the ethical requ1rements that are relevant to our audit of the
financial statements in the UK, which includes the FRC's Ethical Standard and we have fulﬁlled our other ethical
responsibilities in accordance with these requirements

Conclusions relating to going concern

v

ISAs (UK) require us to report to you when:

J the directors’ use of the going concern basis of accountmg in the preparation of the financial statements is not
appropriate; or

. the directors have not disclosed in the financial statements any identified material uncertainties that may cast

significant doubt about the Company’s ability to continue to adopt the going concern basis of accounting fora

period of at least twelve months from the date when the financial statements are authorised for issue. -

We have nothing to report in respect of the above matters.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the Company’s
ability to continue as a going concern. For example, the terms on which the United Kingdom may withdraw from the

European Union are not clear, and it is difficult to evaluate all of the potential implications on the company’s trade, .

customers, suppliers and the wider economy.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the.financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent othermse
explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing S0,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is-a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report
based on these responsibilities.
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MICROSEMI SEMICONDUCTOR LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF MICROSEMI SEMICONDUCTOR LIMITED
(CONTINUED) '

With respect to the Strategic Report and Directors’ Report, we also considered whether the.disclosures required by the UK
Companies Act 2006 have been included.

Based on the responsxbllltles described above and our work undertaken in the course of the audit, ISAs (UK) require us also
to report certain opinions and matters as described below.

Strategic Report and Dlrectors Report

In our opinion, based on the work undertaken in the course of the audlt the mformation given in the Strategic Report and
Directors’ Report for the period ended 31 March 2019 is con51stent with the financial statements and has been prepared in
accordance with applicable legal reqmrements

In light of the knowledge and understandmg of the Company and its environment obtained in the course of the audit, we did
not identify any material misstatements in the Strategic Report and Directors’ Report.-

. Responsibilities for the ﬁnancial statements and the audit
Responszbzlmes of the directors for the financial statements

As explained more fully in the Directors’ Responsibilities Statement the directors are responsible for the preparation of the
financial statements in accordance with the applicable framework and for being satisfied that they give a true and fair view.

: The directors are also responsible.for such internal control as they determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company's ability to continue as a going
concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting unless the,
directors either intend to liquidate the Company or to cease operations, or have no realistic alternative but to do so. :

Auditors’ responstbilities for the audit of the Jfinancial statements

Our objectives are to obtain reasonable assurance-about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors' report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in'the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements. :

A further describtion of our responsibilities for the audit of the financial statements is located on the FRC's website -at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors' report.

Use of this report

This report, including the opinions, has been prepared for and only for the Company's members as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or
assume responsibility for any other purpose or to any other person to whom this report is shown or, into whose hands it may
come save where expressly agreed by our prior consent in writing.-
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MICROSEMI SEMICONDUCTOR LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF MICROSEMI SEMICONDUCTOR LIMITED
(CONTINUED)

Other required reporting

Companies Act- 2006 exception reporting:

Under the Companies Act 2006 we are required to report to you if, in our opiniou:

. we have not received all the information and explanations we require.for our audit; or
T e adequate ‘accounting records have not been kept by the Company, or returns adequate for our audit have not been
received from branches not visited by us; or
.. certain disclosures of directors' remuneration specified by law are not made; or
. _the financial statements are not Ain agreement with the accounting records and returns.
ptions to report arising from this »résponsibility.

We have

)

Jonathan Bound (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

Cardiff
e Novendor 7019

Date:
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" MICROSEMI SEMICONDUCTOR LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE PERIOD ENDED 31-MARCH 2019

Turnover - .- ' - R E ' 4
. Costof sales
Gross profit " A
-Administrative expenses o '
Other operating income - o o 5
Operating profit o T ' S D
Interest payable and siMiIar expenses ' - . "
Profit before taxation ' | o
Taxonproft . T S ~ 12-

Profit for the financial period/year . - |

Total comprehensive income for the financial period/year

The notes on pages 13 to 30 form part of these financial statements.

NoteA '

/18 months

period ,
ended 30
31 March  September’ -
2019 2017
. $000 ~ $000
364,878 226,270
(276,158)  (173,005)
/88,720 - 53,265
(63,341) . (46,072)
4,618 - 314
29,997 7,507
- (1,533) (1,779)
28,464 5,728
 (5,113) (966)
23,351 4762 -

23,351 4,762
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MICROSEMI SEMICONDUCTOR LIMITED
REGISTERED NUMBER: 00705031

BALANCE SHEET
AS AT 31 MARCH 2019
30
31 March September
: 2019 2017
Note $000 $000
. Fixed assets
Intangible assets ' 13 . 31,458 48,448
Tangible assets - - . 14 : 3,307 8,185
, 34,765 ' - 156,633
Current assets ' ] ]
Stocks I 18 22,889 . 22,037
Debtors: amounts falling due after more than -
one year ) . 17 10,175 ‘ 12,594
. Debtors: amounts falling due within one year -~ 17 116,168 95,917
Cash at bank and in hand 18 28,928 . 10,541
| 178,160 ' 141,089
Creditors: amounts falling due within one A '
year , o 19 (148,098) R (157,273) .
Net current assets/(liabilities) o - 30,062 ~ (16,184)
Deferred tax~ : 20 (1,027) S -
(1,027) ' -
~ Total assets less current liabilities A , 63,800 | o 40,449
Capital and reéerves
Called up share capital 21 - 15,000 15,000
Profit and Joss account ) 22 ' 48,800 - 25,449

Total shareholders’ funds - o 63,800 40 449

The financial statements.on pages 10 to 30 were approved and authorised for issue by the board and were’
signed on its behalf by: ' ‘

M N Sharif
- Director
Date:  14th November, 2019

The notes on pages 13 to 30 form part of these financial statements.

Page 11



'MICROSEMI SEMICONDUCTOR LIMITED“

STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD ENDED 31 MARCH 2019

- Total

Called Up‘ " Retained shareholders’ . '
- share capital earnings funds
. A $000 $000 " $000 .
- At1 October 2016 - L 15000 - 59,110 74,110
Comprehensive income for the finéncial year ' oo ' ,
Profit for the financial year- ’ ~ T 4,762 4,762
4'l;otal comprehensive-‘i.ncome for the financial year : - 4,762 4_,762 :

. Cdntributioné by and dis't'ributiqns, to owners A . . ‘ | _
Divid'ends: Equity capital . o ’ : ) - (38,423) - (38,423) "
Total transactions with owners .. (38423) (38,423)
At 30 September2017 and 1 October 2017 - 15000 - 25449 40,449
Com;;rehensive income for the financial-period - ' :

Profit for the financial period ™ - ' - _ 23,351 23,351
Total compreheﬁsiv‘e'income‘for the financial period. = 23,351 - 23,351

At 31 March 2019 : S ' 15,000 48,800 63,800

The notes on pagés'13 to 30 form part of these financial statements.
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MICROSEMI S.EMICONDUC'TOR LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 MARCH 2019

1.

General information

Microsemi Semiconductor Limited's (the “"Company") principal activities are the development, manufacture
and marketing of semiconductor‘integrated circuits. : : i

The Company is a private company limited by shares and is incorporated.in Brlstol England and domiciled
in the United Kingdom. The address of |ts reglstered office is Portwall Place, Portwall Lane, Bristol, United
Kingdom, BS1 9HS.

Accounting policies

2.1

2.2

Basis of preparation of financial statements

The financial statements have been prepared on a going concern basis, under the historical cost
convention and in accordance with Financial Reporting Standard 102, the Financial Reporting:

Standard applicable in the UK and the Republic of Ireland and the Companies Act 2006.

The preparation of financial statements in com'pliance.with FRS 102 requires the use of certain
critical accounting estimates. It also requires’ management to exercise ;udgement |n applylng the
Companys accountlng policies (see note 3).

The following pnnC|paI accounting policies have been applied consistently throughout the ‘periodlyear:
Financial reporting stan&ard 102 - reduced disclOsu.re exemptions. -
The Company has taken advantage of the followmg disclosure exemptions in preparing these

financial statements, as permitted by the FRS 102 "The F|nanC|aI 'Reporting Standard apphcable in
the UK and Republlc of Ireland™: .

. the requirements of Section 4 Statement of Financial Position paragraph'4.12(a)(iy); .
e the requiremehts of Section 7 Statement of Cash Flows; -
e . the requirements of Section 3 Financial Statement Presentataon paragraph 3. 17(d)
" e . the requirements of Section 11 Financial Instruments paragraphs 11. 41(b), 11.41(c), 11.41(e),

11.41(f), 11:42, 11.44 to 11.45, 11.47, 11.48(a)(iii), 11.48(a)(iv), 11:48(b) and 11.48(c);

. the requirements of Section 12 Other Financial Instruments paragraphs 12.26 to 12.27,

12.29(a), 12.29(b) and 12.29A,
e  the reqmrements of Section 33 Related Party Disclosures paragraph 33. 7

This information is included in the consolidated financial statements of Microsemi Corporation and

" these financial statements may be obtained from 1 Enterprise, Aliso Viejo, California, USD 92656.

23

Going concern

The directors have concluded, having regard to the most recent projections available that the

" Company will have in place sufficient funding to enable it to continue tradmg and to meet |ts liabilities

to third parties as they fall due for the foreseeable future.
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* MICROSEMI SEMICONDUCTOR LIMITED '

" NOTES TO THE FINANCIAL STATEMENTS
" FOR THE PERIOD ENDED 31 MARCH 2019

2. Accounting policies (continued)

24

Turnover

Turnover is. recoghised to the extent that it is probable that the economic benefits witl flow to the

- - Company and the turnover can be reliably measured. Turnover is measured as the fair value of the

. consideration received or receivable, excluding discounts, rebates, value added tax and other sales
taxes The following criteria must also be met before turnover is recogmsed

Sale of goods

Turnover from the sale of goods is recognised when all of the following conditions are satisfied:’

e the Company has transferred the significant nsks and rewards of ownership to the buyer;
B ~ the Company retains neither continuing managerral -involvement to the degree usually '
associated with ownership nor effective control over the goods sold; .
" e the amount of turnover can be measured reliably; '
o it 1s probable that the Company will receive the consideration due under the transactton and
"o the costs incurred or to be incurred in respect of the transactlon can be measured rellably

‘2.5

Intanglble assets .

- Intangible ‘assets are initially recog'nised at cost. After recognition, under the cost model intangible

assets are measured at cost less any accumulated amortlsatron and any accumulated impairment
losses. .

. At each reporting date the Company assesses whether there is any indication of impairment. If suctr

indication. exists, the recoverable amount -of the asset is determined which is the higher of its fair

- value less costs to sell and its value in use. An |mparrment loss is recognlsed where the carrying

amount exceeds the recoverable amount.

'AII mtanglble assets are considered to have a f|n|te useful Ilfe If a reliable estlmate of the useful life

cannot be made the useful life shall not exceed ten years. -

The-estrmated useful lives range as follows:

Intellectual property - 5  years
Patents and licences - 10 - years
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' MICROSEMI SEMICONDUCTOR LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 MARCH 2019 .

2. -

26

Accounting policies (continued)

Tangible assets

Tangible assets under the cost model are stated at historical cost Iess accumulated depreciation and
any accumulated impairment losses. Historical cost includes expenditure that is directly attributable to
bringing the asset to the location and condltlon necessary for it to be capable of operatlng in the
manner intended by management . A

. Land is not deprecrated. Deprecratlon -on other assets is charged so as to allocate the cost of assets

-, less their residual value over their estimated useful lives, using the straight-line method.

27

2.8

2.9

Depreciation is provided on the following basis:

Leasehol_d Aimprovements - over lease term or 4%
Plant and machinery - - 10% to 25%

The assets' Tesidual values, useful lives and. depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a. significant change since the last reportlng

date. ) ’
Gains and Iosses on: dlsposals are determined by comparing the proceeds with the carrylng amount
and are recognlsed in the Statement of . Comprehensrve Income. -

_Development costs T : L ‘ o

Research and development expenditure is written off as incurred.

Investments |

Investments in sub_sidiaries are measured at cost less accumutated ‘impa(i\rment‘.

Stocks “

Stocks are stated at the'lower of cost 'and net realisable value, being the estimated selling price less

costs to complete and sell: Cost is based on the cost of purchase on a first in, first out basis. Work -
in progress and finished goods include labour and attributable overheads. :

-At each Balance Sheet date, stocks are assessed for impairment. If stock is impaired, the-carrying

amount.is reduced to its selling price less costs ‘to- complete and sell. The impairment ‘loss is
recognised |mmed|ately in profit or loss. .

2.10 Debtors

Short term debtors are measured at transaction.price, ‘less any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortrsed

- cost using the effective interest method, less any |mpa|rment

2.11 Cash and cash equivalents

‘Cash is represented by cash in hand and deposrts wrth financial institutions repayable without penalty

on notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no
more than three months from the. date of acquisition and that are readlly convertrble to known

" amounts of cash with insignificant risk of change in value.
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MICROSEMI SEMICONDUCTQR LIMITED
' NOTES'TO THE. FIN_ANCIAL‘ STATEMENTS
FOR THE PERIOD ENDED 31 MARCH 2019
2. Accounting policies (continued)

" 2. 12 Fmanmal mstruments

The Company only enters into_basic financial instrument transactions that result in the recognltlon of
financial assets and liabilities like trade and other debtors and creditors, loans from banks and other
thnrd parties, |oans to related pames and investments in non- puttable ordlnary shares.

Debt instruments (other than those whoIIy repayable or receivable within one year), including loans
and other accounts receivable and payable, are initially measured at present value of the future cash

flows and subsequently at amortised cost using the effective interest method. Debt instruments that = .

are payable or receivable within one year, typically trade debtors and creditors, are measured, initially
and subsequently, .at the undiscounted amount of the cash or other consideration expected to be paid
. or received. However, if the- arrangements of a short-term instrument constitute -a financing
transaction, like the payment of a trade debt deferred beyond normal business terms or financed at a
.rate of interest that is not a market rate or in the case of an out-right short-term loan not at market
rate, the financial asset or liability is measured, initially, at the present value of the future cash flow -
discounted at a market rate of interest for a srmllar debt instrument and subsequently at amortised
cost:

-

‘Financial assets .that are measured at cost and amortised cost are assessed at the end. of each‘

reporting period for objective evidence of impairment. If objective evidence of impairment is found, an . -

impairment loss is recognised in the Stateme'nt of Comprehensive Income.

For financial assets measured at amortised cost, the impairment loss is measured as the dlfference '
between an asset's carrying amount and the present value of estimated cash flows discounted at the
asset's original effective interest rate. If a financial asset has a variable interest rate, the discount rate
for ‘measuring any impairment loss is the current effectlve interest rate determined under the
contract.

.Flnartcaal assets and liabilities are offset and the net amount reported in the Balance Sheet when -
" there is an enforceable right to set off the recognised amounts and there is an |ntent|on to settle on a
net basis or to realise the asset and settle the Ilablhty SImultaneously

213 Credltors

Short term creditors are measured at the transactlon price. Other financial |lab||ltles mcludlng bank'
loans, are measured initially at fair value, net of transaction costs, and are measured subsequently at
amomsed cost using the effective interest method :
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MICROSEMI SEMICONDUCTOR LIMITED

,NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 MARCH 2019

2. Acc‘ounting"policies (continued)
214 Foreign currency translation:
Functicnal and presentation currency
. "The Company's functional and presentational currency is USD.
Transactions and balances |

" Foreign currency transactions are translated into the functlonal currency using the spot exchange
rates at the dates of the transactlons .

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair-value was determlned

. Forelgn exchange gains and losses resulting from the settlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the Statement of Comprehensive Income except when deferred in other
comprehensrve income as quallfylng cash flow hedges .

215 Flnance costs -

Finance costs are charged to the Statement of Comprehensive Income over the termof the debt
- using the effective interest method so that the amount charged is at a constant rate on the carrying

amount. Issue costs are initially recognlsed as a reductlon in the proceeds of the associated ‘capital
instrument. .

2.16 Dividends
Equity d|V|dends are recogmsed when they become IegaIIy payable. Interim equity dlvrdends are
recognised when paid. Final equity dividends are recognlsed when approved by the shareholders at
an annual general meeting. .

2.17 Operatmg leases: the Company as lessee

Rentals paid under operatlng leases are charged to the Statement of Comprehenswe Income on a
straight line basis over the lease term

" 2.18 Pensions

Deflned contribution penswn plan .

The Company operates a defrned contrrbutron plan for its employees. A deflned contribution plan is a
pension plan under which the Company pays fixed contributions into a separate entity. Once the
contributions have been paid the Company has no further payment obligations.

The contributions are recognised as an expense. in the Statement of Comprehensive Income when
“they fall due. Amounts not paid are shown in accruals as a liability in the Balance Sheet. The assets
of the plan are held separately from the Company in independently administered funds,

. 2.19 Interest expenses

Interest expenses are reccgnised in the Statement of Comprehensive Income in the period to.which :
- they relate.
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MICROSEMI SEMICONDUCTOR LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 MARCH 2019

2. _Accounting policies (vcontinue'd)
2.20 Provisions for liabilities

Provisions are made where an event has taken place that gives the Company a legal or constructive .
“obligation that probably requires settlement by a transfer of economic benefit, and a rehable estimate
can be made of the amount of the obligation. .

Provrsrons are charged as ah expense to the Statement of Comprehensrve Income in the period/year
that the Company becomes aware of the obligation, and are measured at the best estimate at the
Balance Sheet date of the expendlture requrred to settle the obligation, taklng into account relevant
risks and uncertainties. '

When payments are eventually made, they are charged to the provision carried in the Balance Sheet.
2.21 Current and deferred taxation

" The tax expense for the period comprises current and deferred tax. Tax is recognised in the
Statement of Comprehensive Income, except that a charge attributable to an item of income and
expense recognised as other comprehensive income or to an item recognised directly in equity is
also recognised in other comprehenswe income or drrectly in equity respectively. :

The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantlvely enacted by. the Balance Sheet date in the countries where the Company -
operates and generates income.

_ Deferred tax balances are recognised in respect of all tlmmg drfferences that have orrglnated but not
reversed by the Balance Sheet date, except that:

e The recognition of deferred tax assets is limited to the extent that it isAprobabIe that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits; ‘

. Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met; and

e - Where théy relate to timing: differences in respect of interests in subsidiaries, associates,
branches and joint ventures and the Company' can control the reversal of the - tlmmg'
" differences and such reversal is not con5|dered probable in the foreseeable future

Deferred tax balances are not recognrsed in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair
- values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined
using tax rates and laws that have been enacted or substantively enacted by the Balance Sheet date.
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MICROSEMI SEMICONDUCTOR LIMITED

NOTES TO THE FINANCIAL STATEMENTS ./’
~ FOR THE PERIOD ENDED 31 MARCH 2019

3.

‘Judgements in applymg accountmg policies and key sources of estlmatlon uncertamty

Estlmates and judgements are continually evaluated and are based on hlstorlcal experience and other

factors, -including expectations of - future events that are believed to .be reasonable under the .

crrcumstances

Bad debt prov:smn .

" The Company undertakes a regular assessment of the recoverable value of trade and other debtors.

When assessing impairment, management consider a number of factors such as the- ageing profile of .

" debtors, past and current payment history, and mdependent current credit rating checks.

Stocks provision

The Company undertakes a regular assessment of the levels and nature of stocks held to assess the risk
obsolescence. When assessing impairment, management consider a number of factors such as the-
ageing profile of stocks and to assess if there are any facts or circumstances that are- indicative that

inventory values are irrecoverable.

Impalrment of mtanglble assets N
The Company considers whether there-is any indication of |mpa|rment of mtanglble assets and where any

" indication is identified, the recoverable value is estlmated as the higher of an asset's fair value less costs

to sell and value in use:

Turnover
The whole of the turnover-is attnbutable to the prmcrpal activity of the Company

Analysis of turnover by country of destination:

_— ' o ' 18 months

o N o _ S period '
: ‘ : ’ - . , - ended ' 30
: ' 31 March  September
2019 2017
_ $000 $000
_United Kingdom. S ) _ 4674 - 1,563
Restof Europe o ‘ : _ . 8809 7,035

. Rest of the world R : 351,396 - _ 217,672

364,879 - 226,270 -
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MICROSEMI SEMICONDUCTOR ,LIMITED
- NOTES TO THE FINANCIAL STATEMEN'i'S
FOR THE PERIOD ENDED 31 MARCH 2019

5. Othér operating income

Write-off of intercompany creditors .
Other .

6. Operating profit

The operating profit is stated after charg'ing/(crediting):

Research & development expenditure written off
Depreciation of tangible assets »
. Governmeht grants )
~ Loss on sale of tangible assets
. Operating lease rentals
. Amortisation of intangible assets
»_,AForeign excﬁhange differences

'18 months

period
“ended 30
31 March - September
2019 2017
$000 . $000
4,571 -
47 314
4,618 314
18 months
period )
ended . 30
31 March  September
. 2019 2017
- $000 $000
“18,320 12,565
235 1,340
" (1,625) (720)
216 51
551 290
18,290 12,063
21 (59) .
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. MICROSEM! SEMICONDUCTOR LIMITED
NOTES TO THE FINANCIAL STATEMENTS
~ FOR THE PERIOD ENDED 31 MARCH 2019

7. " Auditors' remuneration

Fees bayable to the Company's auditors for the audit of the Company's
annual financial statements , o :

Fees payable to-the Company's auditors m respect of:

" Tax advisory services
. Tax compliance services
Financial statement preparation

8. Dividends - -

Dividends paid on equity capital equivalent to'$NAiI (2017: $3.84) per share

'13 mbnths

period .
ended 30
" 31 March ° September
' 2019 2017
$000 - $000 .
93 75
- 4
7 16
3 3
10 23
. : 30
31 March  September
2019 2017
$000 - - $000
- 38,423
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MICROSEM! SEMICONDUCTOR LIMITED

NOTES TO THE FINANCIAL STATEMENTS

" FOR THE PERIOD ENDED 31 MARCH 2019 .

9.
Staff costs Wére as follows:
18 months
period
ended 30
. 31 March  September
2019 2017
A $000 $000
. Wages and salaries . e . 5664 3,207
Social security costs - _ o S 602 353
- Other pension costs . - ce _ . : 420 244
' 6,686 3,804
The avepége morithly ndmber of employees, including the_direg:tofs, during the period was as follows:
18 months
period .
ended .
R - 30
March  September
2019 2017
_ Number Number
" Manufacture : S . 97 © 84
- Customer services - ' L 1 2.
i | 102 90
10. - Directors’ remuneration

Employees

The directors received no emoluments during the period/year in. respect of their services to the
Company The directors are remunerated by other companies within the Microsemi Corporation group for
his services to the. group as a whole. It is not possible to allocate his remuneration between their services -
as a director of differént group companies. Key management personnel is deemed to be the dlrectors of

the Company
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MICROSEMI SEMICONDUCTOR LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 MARCH 2019
11.  Interest payable and similar éxpenses A

18 months

period .
ended S 30
31 March  September
’ S 2019 2017
_ : o ‘ $000 $000
OtherAinterest pa:yable‘and similar expense - : - : . ) 1,5'33, 01,779
12. Tax.on profit
18 months
period
ended -+ 30
31 March  September’
©2019 2017
$000 - $000
Corporation tax '
Current tax on profits for the beriod/year _ o 2,626 ) 16
Adjustment in respect of previous periods : ' o 69 - 36
‘Total current tax ‘ ' o . ' | A 2695 92
_ Deferred tax
Origination and reversal of timihg differences E - ' - - 2,695 1,085
Effect of changes intax rates’ , o ' - (267) . (135)
Adjustment in respect of previous.periods - o ’ -(10) _ (6)
* Total deferred tax | N N o 2418 . 914
Totaltax T | - 5113 966
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.MICROSEM'I‘SEMICONDUCTOR LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 MARCH 2019

12

Tax on profit (continued)

Factors affectlng tax charge for the perlod/year

The tax assessed for the, penod/year is lower than (2017: lower than) the standard rate of corporatlon tax

in the UK of 19:00% (2017: 19:50%). The differences are explained below: -

18 months

Factors that may affect future tax charges

period - :
ended : 30
-31 March  September
2019 2017
$000 . $000
Profit before tax . : . ' 28464 5728
Profit before tax multlphed by standard rate of corporatlon tax |n the UK of - -
19.00% (2017:.19. 50%) . - . 5,408 1,117
Effects of: ' ' a
Expenses not-deductible for tax purposes- o ‘ - 34 -
Non-taxable income = - o : Ce. (62)
~Tax rate changes S L (388) (135) -
- Adjustment in respect of previous periods S : ' 59 .30
R ‘Effects of group rellef/other reliefs : D : - 16
_Total tax charge for the fmancnal perlod/year _‘ S o 5,113 v . 966

Changes,td the UK corpdration tax. rates were substantively enacted as part of Finance Bill 2016 (on 7 . '

. September 2016). These include reductions to the main rate to reduce the rate to 17% from 1 April 2020.

Deferred taxes at the Balance Sheet date have been measured using these enacted tax rates and

" reflected.in these financial statements
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MICROSEMI SEMICONDUCTOR LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 MARCH 2019

13.

Intangible assets

Cost .

At 1 October 2017
Additions

At 31 March 2019

Accuniulated amortisation
At 1 October 2017 '

- Charge for the period
© At 31 March 2019

" Net book value ‘

At 31 March 2019

At 30 September 2017

Intellectual

448

_Patents and
licences property - Total -
$000 $000 $000
. 606 160,000 . 60,606
1,300 - 1,300
1,906 60,000 61,906
158" 12,000 - 12,158
290, 18,000 - 18,290
- 448 30,000 30,448
1,458 30,000 31,458
48,000 48,448
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MICROSEMI SEMICONDUCTOR LIMITED -

NOTES TO THE FINANCIAL STATEMENTS

14.

15,

* FOR THE PERIOD ENDED 31 MARCH 2019 -

T_an'gible assets -

- Plantand

'

" machinery .
$000
Cost o o o N . A
At1October2017 @ - - . o . 22,957
Additions T o L . . 3599
~ Disposals , ‘ ' . : ‘ (11,680) -
~ At31March 2019° . DR L 1agie
Accumulated depreciation ‘ . ’ , - . . :
_ At1October2017 ~ . - S a2
. Charge for the period L S S 2,359
Disposals S - e . (5,562)
At31March2019 o . B [
Net book value | ‘
AU31March2019’ - . | 3,307
At 30 September 2017 o - : A . 8185
_Investments
Subsidiary and related undertaklngs
The foIIowmg were subsudlary undertaklngs of the Company held at $Nil (2017 $N|I)
- ‘ S Class of .
Name . _ Registered office - - Principal<activity . shares ' Holdlng
’ Mlcroseml Semlconductor GmbH Lohweg 27, 85375 " Dormant Company_ O‘rdin‘ary‘ 100%

Neufahm Germany .

Page 26



MICROSEMI'SEMICONDUCTOR LIMITED

NOTES TO THE FINANCIAL STATEMENTS .
FOR THE PERIOD ENDED 31 MARCH 2019

16. Stocks

Raw materials _
" Work in progress
Finished goods .

: .30

31 March  September
2019 - 2017
$000 $000
1,635 2,298
13,521 - 11,058

© 7,733 8,681
22,889 22,037

The difference between purchase prlce ‘or production cost of stocks and their replacement cost is not

.materlal

‘Inventories are stated after provision for |mpa|rment of $8 836,000 (2017 $8 985 000)

Inventories recognised as an expense during the penod/year ended 31 March 2019 amounted to

~ $266, 447 000 (2017 $170,473 000)

. 17. Debtors

Due after more than one year

: Deferred tax asset

Due within one year

" Trade debtors
Amounts owed by group undertaklngs
Other debtors - :
Corporation tax recoverable’
"Prepayments and accrued income

' ~ Trade debtors',are stated.after provision for impairm‘ént of $1,289,000 (2017: $6,522,000).

4 30
31 March  September
2019 2017
$000 " $000 -
10,175 12,594
. .30
31 March  September -
2019 2017
$000 . $000
23,252 17,139
82,394 61,663
216 198
- 262
10,306 16,655
116,168 95,917

, Amounts owed by group undertakings are unsecured, interest free and repayable on demand.
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MICROSEMI SEMICONDUCTOR LIMITED.
_ NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 MARCH 2019

18. Cash at bank and in hand

' Cash at bank and in hand

19. Creditors: amounts falling due within one year -

Trade creditors

Amounts owed to group undertakmgs
Corporatlon tax

Other taxation and social security
Accruals and deferred income

- ~ .30
.31 March . September
2019 2017°
$000 $000
28928 . 10,541
_ 30
"31March  September
2019 2017
$000 $000
11,135 16,708
131,912 136,088 . -
" 1,464 .-
80 121 -
3,507 4,356
148,098 157 273

The amounts owed to group undertaklngs are unsecured and repayable on demand. $60 000, 000 (2017:
$60,000 000) bears interest at a fixed rate of 3% with the remainder being interest free.

20.. Deferred taxation -

At beginning of period

~ Charged to profit or loss-
Arising on business. combinations
Adjustment in respeq@ of prior years

At end of period -

2019
-$000

12,594
(3,456)

10

9,148
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MICROSEMI SEMICONDUCTOR‘LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 MARCH 2019

20. Deferre.d taxation (continued)

The deferred tax balance is made up as follows:

. 30

31 March  September

2019 2017
. $000 - $000

Fixed asset timing differénces B o R 780 o 1,023
Tax losses carried forward ) ' o 7,178 10,279
Short term timing differences - trading .. _ L . .7 1,190 1,206

R&D expenditure credit - _ - ' S . : - 86
' | 9,148 12,594

. Comprising: 4 i
Asset - due after one year : . © 710,175 . 12,594

Liability . : ' » - (1,027) -
o | o 948 12,594 -

The deferred tax asset at 31 March 2019 has been recognlsed in full as the dlrectors believe that there is
- sufficient evidence that the asset will become recoverable

21. Called up share capital.
- 30

31 March .September
2019 - 2017
$000 $000
"Allotted, caIIed up and fully pald ) '
10 000,000 (2017 10,000,000) Ordinary shares of $1 50000 each . . 15,000 15,000

22. Profit and loss account
Profit and loss éccount

The profit and loss account represents the accumulated profits, losses and distributions of the Company.

23. Pension commitments -

The Company operates a defined contribution pension scheme. The pension cost charge for the
period/year represents contributions payable by the Company to the scheme and amounted to $420,000
-(2017: $244, 000) _ ‘ _ . ‘

Page 29 -

s



MICROSEMI. SEMICONDUCTOR LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE PERIOD ENDED 31 MARCH 2019

24.

25.

26.

27.

Commitments under operatlng Ieases

- At 31 March 2019 and 30 September 2017 the Company had future minimum Iease payments under non-
cancellable operatmg leases as foIIows : :

_ . 30
31 March  September -
2019 2017
A $000 $000 .
- Not later than 1 year - - o I 662 671
Later than 1 year and not later than 6 years. o " . - 1,600 .56

2,262 727

Related party transactions

The Company’is a wholly owned subsldiary of Microchip Technology Inc and has taken advantage of the
exemption not to disclose transactlons with Mlcrochlp Technology Inc or other wholly owned subsidiarie’s
within the group. :

4.

Ultir'nate parent undertaking and controlling party

The Company's. |mmed|ate parent undertakmg is Microsemi Corporatlon a company mcorporated in The
United States . :

'M|croch|p Technology Inc is the parent undertakmg of the smallest and largest group for whlch

consolidated financial statements include the results of. Microsemi Semiconductor Limited. The financial
statements of - Microchip Technology Inc are available from 2355 West Chandler Bivd, Chandler
Arlzona USA or through the company's website. :

The shares of Microchip Technology Inc are pubhcly traded on the NASDAQ exchange

‘Subsequent events . .' . i . o "

Following the year end, on 1 May 2019, the bulk of the Companys inventory was transfered to a fellow
group comipany in excess of its carrying value. The majority of the Company's future revenue will.be

_ through other entities in the Microchip group rather than directly within third parties. -
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