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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
FOR THE FISCAL YEAR ENDED DECEMBER 29, 2013

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 000-22671

QUICKLOGIC CORPORATION

(Exact name of registrant as specified in its @wart

Delaware 77-0188504
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification Number)

1277 Orleans Drive
Sunnyvale, CA 94089
(Address of principal executive offices, includizip code)

Registrant's telephone number, including area ddd@&) 990-4000
Securities registered pursuant to Section 12(thefct:

Title of Each Class Name of Exchange on which Registered
Common Stock, $0.001 par value The NASDAQ Stock Market LLC

Securities registered pursuant to Section 12(¢)@fct:None
(Title of Class)

Indicate by check mark if the registrant is a vikelbwn seasoned issuer, as defined in Rule 40%edbéturities Act.
Yes O No

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®acl5(d) of the Exchange Act.
Yes O No
Indicate by check mark whether the registrant &k filed all reports required to be filed by Secti or 15(d) of the Securities Exchange Act of4l88ring the preceding

12 months (or for such shorter period that thestegt was required to file such reports), anché) been subject to such filing requirements fergést 90 days. Ye& No
O

Indicate by check mark whether the registrant nasnitted electronically and posted on its corpovd&b site, if any, every Interactive Data File riegd to be submitted ar
posted pursuant to Rule 405 of Regulation S-T &4 of this chapter) during the preceding 12 m®ibr for such shorter period that the registveag required to submit and
post such files). YesX No O

Indicate by check mark if disclosure of delinquitlers pursuant to item 405 of Regulation S-K i$ contained herein, and will not be containedhhest of registrant's
knowledge, in definitive proxy or information statents incorporated by reference in Part Il of fiism 10-K or any amendment to this Form 10-Kl

Indicate by check mark whether the registrantleazge accelerated filer, an accelerated filer, aaccelerated filer, or a smaller reporting comp&wse definitions of “large
accelerated filer,” “accelerated filer” and “smalteporting company” in Rule 12b-2 of the ExchaAge. (Check one):

Large accelerated fileEd Accelerated filer X1
Non-accelerated filerdD (Do not check if a smaller reporting company)Smaller Reporting Companyd

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the lErge Act).
Yes O No
The aggregate market value of voting stock helddy-affiliates of the registrant as of June 30,20the Registrant's most recently completed setiecal quarter, was
$98,344,861 based upon the last sales price repfmtesuch date on the Nasdaq Global Market. Fopgses of this disclosure, shares of common steltklty persons who hold
more than 5% of the outstanding shares of commuwk sind shares held by executive officers and @ire®f the registrant have been excluded in thel persons may be
deemed to be affiliates. This determination ismeatessarily conclusive.

At February 24, 2014 , the Registrant had 54,8®Ldbtares of common stock outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

Item 9 of Part Il of this Form 10-K and Items 1Q, 12, 13 and 14 of Part Ill of this Form 10-K ingorate information by reference from the Proxyt&teent for the Registrant's
Annual Meeting of Stockholders to be held on orwl#pril 24, 2014, the "Proxy Statement". Excepthariespect to the information specifically incorpi@d by reference in this
Form 10-K, the Proxy Statement is not deemed ftlildzt as part hereof.
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FORWARD-LOOKING STATEMENT

This Annual Report on Form 10-K, including the mfation contained in "Management's Discussion andlysis of Financial
Condition and Results of Operations”, as well derimation contained in “Risk Factors” in Iltem 1A @rlsewhere in this Annual Report on
Form 1(-K, contains “forward-looking statements” withindhmeaning of Section 27A of the Securities Ac888hnd Section 21E of the
Securities Exchange Act of 1934. We intend thaettierward-looking statements be subject to the kafbors created by those provisions.
Forward-looking statements are generally written in thieifa tense and/or are preceded by words such al,"#inay,” “should,”

“forecast,” “could,” “expect,” “suggest,” “believe,” “anticipate,” “intend,” “plan,” or other similar words. Forward-looking statements
include statements regarding (1) our revenue levetduding the commercial success of our Custogpercific Standard Products, or CSSPs,
and new products, (2) the conversion of our desjgportunities into revenue, (3) our liquidity, @r gross profit and breakeven revenue I
and factors that affect gross profit and the breeadrerevenue level, (5) our level of operating espen(6) our research and development
efforts, (7) our partners and suppliers and (8)ustty trends.

The forward-looking statements contained in thisdal Report involve a number of risks and uncetied many of which are
outside of our control. Factors that could causéuatresults to differ materially from projectedsidts include, but are not limited to, risks
associated with (i) the conversion of CSSP desigrodunities into revenue; (ii) the commercial aiedhnical success of our CSSPs and new
products such as ArcticLir®, ArcticLink I, ArcticLink I, ArticLink 3S1, PairPro ® PolarPro Il and Polar Pro 3, and our successful
introduction of products and CSSPs incorporatingaging technologies or standards; (iii) our depende on our relationships with our
foundries each of which manufactures wafers fdediht types of products; (iv) our dependence wgingle suppliers to fabricate at
assemble our products; (v) the liquidity requiredsupport our future operating and capital requirmis; (vi) our ability to accurately estim
quarterly revenue; (vii) our expectations about ketrand product trends; (viii) our future plans feairtnerships and collaborations; and (ix)
our ability to forecast demand for our productsthdlugh we believe that the assumptions underlyieddrward-looking statements contained
in this Annual Report are reasonable, any of theuagptions could be inaccurate, and therefore tlvarebe no assurance that such statement
will be accurate. The risks, uncertainties and asgtions referred to above that could cause ourltega differ materially from the results
expressed or implied by such forward-looking staets include, but are not limited to, those disedssnder the heading “Risk Factors” in
Part I, Item 1A hereto and the risks, uncertaina@sl assumptions discussed from time to time irother public filings and publi
announcements. All forwarldoking statements included in this document argeldaon information available to us as of the dateebf. In ligh
of the significant uncertainties inherent in theward-looking statements included herein, the isu of such information should not be
regarded as a representation by us or any othesg@ethat the results or conditions described irhsstatements or our objectives and plans
will be achieved. Furthermore, past performanceperations and share price is not necessarily iathi@ of future performance. We disclaim
any intention or obligation to update or revise doyward-looking statements, whether as a resutted information, future events or
otherwise.

As used herein, "QuickLogic", the "Company", "we&yr" and similar terms include QuickLogic Corpoi@t and its subsidiaries,
unless the context indicates otherwise.

PART |
ITEM 1. BUSINESS

Overview

QuickLogic Corporation was founded in 1988 andceiporated in Delaware in 1999. We develop and etddw power
customizable semiconductor solutions that enatdéocuers to differentiate their products by addiew rieatures, extending battery life, and
improving the visual experience with their mobensumer and enterprise products. We are a fadfgsEonductor company that designs,
markets, and supports primarily Customer Specif@m&ard Products, or CSSPs, and, secondarily, Prelgrammable Gate Arrays, or FPGAs,
associated design software and programming hard@aneCSSPs are customized semiconductor soluti@ated from our new solution
platforms including ArcticLinK IIl, ArcticLink Il, ArcticLink, PolarPro®3, PolarPro Il, PolarPro, and Eclipse Il (which guise our new
product category); our mature products include prilm pASIC*®3, QuickRAM®"and QuickPCl, as well as royalty revenue, programgmi
hardware and design software.

CSSPs are complete, customer-specific solutiortdriblude a unique combination of our silicon swatplatforms, proven system
blocks, or PSBs, custom logic, software drivers] Bnsome cases, firmware, and application softwalleof our solution platforms are
standard silicon products and must be programmée &ffective in a system. Our PSBs range fronil@tieial property, or IP, which enables
always-on context aware sensor applications, ssduaFlexible Fusion Engine, or FFE, our Sensond@@r and Communications Manager
technologies; to IP that improves multimedia cohtsach as our
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Visual Enhancement Engine, or VEE technology, argplay Power Optimizer technology, or DPO; to IPiebhmplements commonly used
mobile system interfaces, such as Low Voltage Eéfféial Signaling, or LVDS, Mobile Industry Processnterface, or MIPI, Secure Digital
Input Output, or SDIO, and Universal Serial Bus @i The-Go, or USB 2.0 OTG,; to IP that acceleratdsloading speeds in mobile devices.
We provide complete solutions by first architectihg solution jointly with our customer’s or ecdsys partner’s engineering group, selecting
the appropriate solution platform and PSBs, praxgdiustom logic, integrating the logic, programmihg device with the PSBs and/or
firmware, providing software drivers or applicatisoftware required for the customer's applicatéong participating with the customer on-site
during integration, verification and testing.

We pioneered and introduced CSSPs in the firsttquaf 2007. CSSPs are developed for specific p@aesitive applications that
have differentiated features in terms of IP, imgelht data processing or connectivity requiremedts. customers value (i) our ability to prov
a range of CSSPs from a single platform desigmbgrporating different features in the programméddgc of our solution platforms; (i) the
expertise we bring to design our CSSPs to optiffizeower and performance within our customersst@ints; and (iii) the flexibility of
programmable logic to address specific hardwesased product requirements. By providing customg&sdtions for our customers, we incre
their ability to meet the time-to-market and tinmernarket pressures associated with their markets.

The majority of our CSSP solution platforms and aiinrer product offerings, are based on our patevitedink “ metal-to-metal
programmable technology. ViaLink provides flexileleergyefficient devices and solutions that deliver thghhperformance, high reliability,
security and instant-on features that our custowmeee. In October 2013, we announced a new, Seaticlom Access Memory (SRAM)
reprogrammable logic technology. This SRAM techggloffers ultra-low power consumption and issiystem reconfigurable, opening up r
use cases that we can address with our CSSPs.

During 2009, our engineering teams developed malsSPs using the PolarPro 11 platform for thelB&B modem segment that
entered into production during the fourth quarte2@09 and accounted for a significant percentdgriprevenue during 2010, 2011, and 2(

In 2012 we introduced our third generation solupdatform family, ArcticLink 1l VX, which embedswr VEE/DPO technologies as
well as different combinations of LVDS and/or MIRcticLink Il VX combines mixed signal physicadyers and hard-wired logic on one
device. We also introduced our fourth generatidatem platform family, ArcticLink Ill BX. The BX &imily is identical to the VX family with
the exception of the VEE/DPO technologies. The BXify was introduced to provide potential customeitl the ability to adopt needed
display bridge requirements while evaluating thedfigs of our VEE/DPO technologies. Mixed signgpahility supports the trend toward high-
speed serial connectivity in the mobile applicagiarhere designers benefit from lower pin countapéified printed circuit boards, or PCBs,
layout, simplified PCB interconnect and reducedhalgoise. Adding hard-wired intellectual propegtyables us to deliver more logic per die
area at the most power-efficient levels in a stiwath factor package.

In 2013, we introduced two new silicon platform faes, both of which are based on our new SRAM ogpammable logic
technology. The first is PolarPro 3, an ultra-lomwer FPGA family that we intend to create CSSPd4Hermobile market. The second is the
ArcticLink 3S1 silicon platform family which is QeckLogic’s first family intended to implement sen$arb solutions. During the same
timeframe, QuickLogic announced two Catalog CS&R&nsor data buffer solution from the PolarProdilfg and an always-on, context
aware sensor hub from the ArcticLink 3S1 familyttBof these Catalog solutions are intended to lee by the mobile market.

We have changed our manufacturing strategies taceethe cost of our silicon solution platforms b@kle their use in high volume,
mass customization products. Our PolarPro 3, PaddiRand PolarPro solution platforms include andwaative logic cell architecture which
enables us to deliver twice the programmable logtbe same die size. Our ArcticLink Il and Arctiok solution platforms combine mixed
signal physical layers and hard-wired logic alodggirogrammable logic. Our ArcticLink Il solutigratform is manufactured on an advancec
process node where we can benefit from smallesides. We typically implement sophisticated lodimcks and mixed signal functions in
hard-wired logic because it is very cost effectwe energy efficient. ArcticLink Il and ArcticLinkombine cost effective physical layers and
hard-wired logic with the flexibility, time-to-maek and time-in-market advantages of programmalglie laVe have developed small form
factor packages, which are less expensive to matwréaand include smaller pin counts. Reduced pimts result in lower costs associated
with our customer's printed circuit board space anding. Our ability to sell programmed die as €S$greatly reduces our costs, allowing us
to participate in high volume opportunities. In dighah, we have dramatically reduced the time weunegto program and test our devices, w
has reduced our costs and lowered the capital eguiprequired to program and test our devices. ¥pea to continue to invest in silicon
solution platforms and manufacturing technologidésciv make us cost effective for high volume appimzs.
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In addition to working directly with our customevge partner with other companies that are expertertain technologies to develop
additional intellectual property, reference platfisrand system software to provide application 8wigt We also work with mobile processor
manufacturers and companies that supply sensoaggtonetworking or graphics components. The defthese relationships varies depenc
on the partner and the dynamics of the end mardiegtiargeted, but is typically a co-marketing tielaship that includes joint account calls,
promotional activities and/or engineering collabimraand developments, such as reference designs.

In addition to competition in the semiconductor kedy two other factors affect our future growth:ah expected increase in revenue
should our CSSP strategy prove successful andn(igxpected decline in revenue from mature prod@3SP revenue is included in our new
product revenue. New products contributed 70% tafl tevenue for the year ended December 29, 2018rder to maintain or grow our
revenue from its current level, we depend uponeased revenue from our existing products, espg@@ISPs, and the development and
marketing of additional new products and solutions.

Available Information

Our corporate headquarters are located at 127 a@rIBrive, Sunnyvale, California 94089. We candahed at (408) 990-4000, and
our website addressysvw.quicklogic.com The information on our website is not incorpodaterein by reference and is not a part of this
Form 10-K. Our common stock trades on the Nasdapp&Market under the symbol “QUIK”. Our annual ogfs on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form &H amendments to such reports are available, frekawge, on our website home page as
soon as reasonably practicable after we electrbyifle such materials with, or furnish them tbgtSecurities and Exchange Commission, or
SEC. Copies of the materials filed by the Compaiti1 the SEC are also available at the Public RefssdRoom at 100 F Street, N.E.,
Washington, D.C., 20549. Information regarding diperation of the Public Reference Room is availaylealling the SEC at 1-800-SEC-
0330. Reports, proxy and information statementsather information regarding issues that we filecaionically with the SEC are also
available on the SEC's websitenatw.sec.gov

Industry Background

Consumer Electronics, or CE, products are a stgpagth market for semiconductor products, and #eds of this market bring a
unique set of requirements. One important trerthimmarket is toward mobile, handheld devices witteless capability. Important industry
trends affecting the large market for mobile desitelude the need for high bandwidth that enathlesame user experience consumers are
accustomed to on the personal computer, or PC,asigfternet browsing, social networking and stiegmideo, product miniaturization and
the need to increase battery life. Many of theselpect requirements were driven from the launchwigly publicized success of the Apple
iPhone and Apple iPad. While there continue toditeonal deployments in the network operator isfracture that support the bandwidth
required for these use cases, there are demograpthigeographic specific product features thatestias infrastructure. These product featt
place a burden on the designers and manufactutbes# mobile CE products as they try to tailortipld products with limited engineering
resources. Lastly, the fast pace at which constasée for these features changes exacerbatesubmpment challenges and risks in launcl
successful products to the marketplace.

Another important trend is shrinking product lifgctes. This drives a need for faster, lower ristdarct development. There is intense
pressure on the bill of materials, or BOM, costhafse devices, including per unit component castisr®n-recurring development costs. As
more people experience the advantages of a mdfeistyle at home, they demand the same advantadgbsir professional lives. We believe
that the trend toward mobile, handheld productshihse a PC-like user experience, small form faatamt maximize battery life will be
prominent in the computing, industrial, medical aniditary markets. One such example is the trenNatebook and Laptop makers to offer
new, smaller form factor Tablets.

We believe these industry trends are shifting gmahd among different classes of core silicon.fdllewing are the three main
classes of non-memory core silicon:

. Application Specific Standard Products, or ASSRier than processors, are fixed function deuvilessgned to address a
relatively narrow set of applications. These deviggically integrate a number of common peripteaalfunctions and the
functionality of these devices is fixed prior tofemfabrication;

. Programmable Logic Devices, or PLDs, are gerugbose devices, which can be used by a varie¢yeatronic systems
manufacturers and are customized after purchasedpecific application. FPGAs are a subset of Pamsare typically used
to implement complex system functions; and
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. Application Specific Integrated Circuits, or A&, are custom devices designed and fabricate@ & the needs of one
specific application for one end-customer. StruatuhSICs, a sub-category of ASICs, provide a lichienount of custom
content to broaden the applicability of a deviceddditional applications.

ASSPs are offered broadly to the market, makingallenging for a system designer to create difféated products from these
devices alone. In many situations the available RS®ay not directly implement the desired functiad the system designer is required tc
a combination of ASSPs to achieve the desiredtrastihe expense of increased cost, product sidgawer consumption. As standards evolve
or new standards are developed, ASSPs may notdilalale to implement desired functions.

System designers can customize their products ysogyammable logic or ASICs. The competitive dyiabetween these classes of
core silicon are well understood. High developméskts, development costs and opportunity costsrergred when using ASICs to produce
custom devices with very low unit production c&tippliers of programmable logic devices, which hawer development and market risks
and development costs relative to ASICs, have aggrely reduced the unit cost of their productsraivee, making programmable logic
devices the solution of choice for custom produciess the volume is very high. These cost redneftorts have significantly increased the
volume required to justify the total cost of an &SI

Consumer devices incorporate complex, rapidly chmngechnology, require rapid product proliferatiamd have short product life
and development cycles. Therefore, most mobilegtess design their products from a base platformeference design, provided to them by
the vendor of the processor they have selecteth&ir design. To differentiate their products frimeir competition, Original Equipment
Manufacturers, or OEMs and Original Design Manufeets, or ODMs, may require some level of custotiomaat either the hardware or
software level. Designers have only a few viablgons to modify the base platform for their neeSisice mobile system designers require ver
low power consumption to maximize battery life fireir applications, the high power consumption afvanmtional FPGAs is incompatible with
their design goals. This effectively limits the eage mobile system designer to ASSPs, small PLixsnaobile-oriented FPGASs to create a
virtual level playing field among mobile system id@®rs, and makes product proliferation and difiéegion extremely hard to achieve. ASICs
with their long development cycles, long lead tiraesl high non-recurring development costs are oséd in very high volume mainstream
consumer products.

The traditional military and industrial markets arell served by existing core silicon. Much of thigirket uses complex ASSPs since
price, power and size are not particularly critidesign considerations. When there is a strong fegeadcustom solution in high volume
applications, designers turn to an ASIC and, in fownedium volume applications, they use FPGAsckliogic FPGAs have a loyal followir
in certain segments of these markets, particulahgn instant-on, energy efficiency, high relialilitr intellectual property security is
important. These markets are expected to folloypaal mature product trend, as compared with tieelipted growth in our CSSP business in
the consumer market.

Markets and Product Technology

We market CSSPs primarily to mobile device OEMs @mMs. CSSPs are complete solutions incorporatimgfacticLink 11 and 11
VX and BX, ArcticLink, PolarPro 3, PolarPro Il, RoPro, and Eclipse Il solution platforms, packagir§Bs, custom logic, software drivers
and our architecture consulting. We partner witgeacustomers in our focus markets to architedtdesign CSSPs and to integrate and test
our CSSPs in our customers' products. A CSSP caaded on our programmable technology, which esatistomized designs, low power,
flexibility, rapid time-to-market, longer time-in-#nket and lower total cost of ownership. From a ileokystem designer's perspective, a
CSSP's function is known and complete, and conseiyuean be designed into systems with a minimunowamh of effort and risk. We are
capable of providing complete solutions becauseuoinvestment in developing the low power PSBs softivare required to implement
specific functions. Because we are involved with @ustomers at the definition stage of their pragluwe are able to architect solutions that
typically have more than one PSB, absorbing monetfanality traditionally implemented with multipSSPs. In cases where our CSSP has
multiple PSBs, significant system performance dtdog life improvements can be realized by enabdiivgct data transfers between the PSBs.
or by offloading more processing tasks from thet pogcessor to our CSSP. In some cases, we detledpSBs and either software or
firmware ourselves and, in other cases, we utilime parties to develop the mixed signal physlagérs, logic and/or software.

We market CSSPs to OEMs and ODMs offering diffaedatt mobile products, and to processor vendorBingsto expand their
served available market. Our target mobile marketiside: Tablets, Smartphones, Wearable, Mobilefmtse. Our solutions typically fall in
one of three categories: Sensor Hubs, Display &a&li€nhancement or, Smart Connectivity.
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Our new products are also being used in applicatiomur traditional markets, such as data comnatioics, instrumentation and test
and military-aerospace, where customers valuectvepbwer consumption, instant-on, IP security at@lity and fast time-to-market of our
products.

The fact that we use our programmable technologyisbomize these CSSPs provides two advantagesomeentional ASSPs that
are based on ASIC technology. Foremost is thetlfittour CSSPs can be tailored for a specific costs requirements. Once we have
developed PSBs, it is easy to combine PSBs aridautile remaining programmable logic to providenmue set of features to a mobile systen
designer, or to add other functions to the CSSéh as Universal Asynchronous Receiver Transmittet)ARTS, keyboard scanning functio
and Serial Peripheral Interface, or SPI ports, tviniinimizes system size and cost. We are ableveldp these CSSPs from a common
solution platform, and partner with system desigrierimplement a range of solutions, or produtiat &ddress different geographic and me
requirements. Finally, by using programmable tetdginstead of ASIC technology, we reduce the tlgyment time, development risk and
total cost of ownership and are able to bring sohstto market far more quickly than other custdinan alternatives.

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

Our product technology consists of four major eletae

First, our programmable logic allows us to hardwarstomize our platforms. We have two distinct gypéprogrammable logic. We
announced a new, SRAM-reprogrammable logic architedhat utilizes a standard CMOS-logic processi¢et the specific needs of the
sensor and 1/0 subsystems of mobile devices: wernstandby power, low dynamic power, andsystem reprogrammable technology. We
have our ViaLink programmable logic that uses pietpry and patented technology to meet the spesiifiart connectivity needs of the RF,
Memory and Display subsystems of mobile produabsi-volatility and instant on, very low standby pawlew dynamic power, small form
factor, single chip solutions that power cycle lasind quickly. Hardware customization gives ouvides the ability to execute key actions
faster than software implementations, and at Iqvesver.

Second, our ArcticLink solution platform combinesed signal physical layers, hard-wired logic amdgsammable logic on one
device. Mixed signal capability supports the trématard serial connectivity in mobile applicatioms)ere designers benefit from lower pin
counts, simplified PCB layout, simplified PCB intennect and reduced signal noise. Adding hard-wiretlectual property enables us to
deliver more logic at lower cost and lower powehjle/the programmable logic allows us to provideigons that can be rapidly customized to
differentiate products, add features and reducesydevelopment costs. This combination of mixgdal, hardwired logic and programmat
logic enables us to deliver low cost, small forrotéa solutions that can be customized for particalsstomer or market requirements while
lowering the total cost of ownership.

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

. Sensor Hub PSBsich as FFE, Sensor Manager, or Communications ¢4
. Display and Visual Enhancement PSsuch as VEE, DPO or LCD controller interfaces, LV&&l MIPI
. Network PSBsuch as High Speed USB 2.0 OTG, high speed UnivAssanchronous Receiver/Transmitters, or UARTS, to

enable Bluetooth 2.x + EDR;

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

. Other PSBsuch as I12S, PCM, I12C, and general purpose intes

Fourth, our unique customer engagement model enakléo develop complete solutions for target ecusts who wish to bring
differentiated, mobile products to market quickhdacost effectively. We partner with customers éfirte solutions specific to their
requirements, and combine all of the above teclyiedousing one of our solution platforms, PSBs,chvtdre proven logic IP cores, custom
logic, software drivers, firmware and applicatiafteare. We then work with these customers to irggand test CSSPs in their systems. Th
benefit of providing complete solutions is that @feectively become a virtual extension of our caséos' engineering organization.

7
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Marketing, Sales and Customers

We are a sulsystem integrator that monetizes solutions thrailiton sales. We specialize in enhancing the esperience in leadir
edge mobile devices and products. For our custgmergnable hardware differentiation quickly andteeffectively. For our partners, we
expand their reach into new segments and new $&s thereby expanding the served available mavkétéir existing devices.

Our objective is to enable mobile market leadetactieve mass customization with innovative CS$Rsket leading companies ne¢
to deliver new products quickly and cost effectyv@Ve believe our programmable technology allowsouseliver customizable solutions with
low power consumption and high IP security, whileating system performance and BOM cost requirem@sbelieve our CSSPs allow
OEMs and ODMs to rapidly bring new and differerdthproducts to market quickly and cost effectiv€elgSPs enable energy and cost
efficient solutions on design platforms from whichange of products can be introduced.

We recognize that our markets require a rangelafisnos, and we intend to work with market leadamgnpanies to combine silicon
solution platforms, PSBs, packaging technologytvemfe drivers and firmware, and sensor algorithomméet the product proliferation, high
bandwidth, time-to-market, time-in-market and fdiantor requirements of mobile device manufacturéfe.expect CSSPs to range from
devices with mixed signal and visual enhancemepaloidity to devices which provide off-load engirfesm the host processor to save power
and extend system battery life. We intend to caito define and implement compelling CSSPs fortangret customers and partners.

As a part of our objective to empower mobile mafkaters to achieve mass customization with ine¥&SSPs, our business mc
includes a focused customer strategy in which \ngetamarket leading customers, who primarily seéheemarket for differentiated mobile
products. Our belief is that a large majority of oevenue will ultimately come from less than 1@@tomers as we transition to this business
model. We have identified and plan to continuedentify the customers we want to serve with CS8Rsare currently in different stages of
engagement with a number of these customers. WevbeLSSPs are resonating with our target customieosvalue the platform design
capability, rapid time-to-market, longer time#imarket and low total cost of ownership availabl®tigh the use of CSSPs. We expect to ex
our partner activities with top tier customers #gide new silicon solution platforms and PSBs.

We sell our products through a network of salesagars in North America, Europe and Asia. In additm our corporate headquart
in Sunnyvale, California, we have internationaksadperations in China, Japan, Taiwan, South Karedthe United Kingdom. Our sales
personnel and independent sales representativessprensible for sales and application supporafgiven region, focusing on major strategic
accounts.

Our customers typically order our products throoghdistributors. Currently, we have two distrilnstin North America and a
network of sixteen distributors throughout Europd Asia to support our international business.

We have a military, industrial and mobile produestomer base that purchases our mature silicoruptedWe expect to continue to
offer silicon devices to these customers.

Our tier one customer, Samsung Electronics Co.,[L8amsung") represented 56% of revenue in 20d&ddition, a significant
portion of our revenue comes from sales to custserioeated outside of the United States. Pleasélste13 to our consolidated financial
statements for information on our revenue by gealgyamarket segment and key customers.

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

Backlog
We do not believe that backlog as of any particd&e is indicative of future results. A majoritfyaur quarterly shipments are

typically booked during the quarter. Our salesraegle primarily pursuant to standard purchase oidsued by OEM customers and
distributors.
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Competition

A number of companies offer products that competle ane or more of our products and solutions. éisting competitors for
CSSPs include: (i) suppliers of ASSPs; (ii) supglief mobile and/or application processors; (iipgliers of ASICs, (iv) suppliers of mobile-
oriented FPGAS, and (v) suppliers of low power macmtrollers. Our existing competitors for conventil FPGAs include suppliers of low
power CPLDs and FPGAs.

ASSPs offer proven functionality which reduces depment time, risk and cost, but it is difficult ¢éfer a differentiated product
using standard devices, and ASSPs that meet thensylesign objectives are not always available v€otional programmable logic may be
used to create custom functions that provide prodifierentiation or make up for deficiencies inadlable ASSPs. PLDs require more designe
input since the designer has to develop and integha I[P and may have to develop the softwareite ¢the IP. PLDs are more expensive and
consume more power than ASSPs or ASICs, but thiey fafst time-to-market and are typically reprognaaile. Mobile-oriented FPGAs are
beginning to be adopted by OEMSs in the mobile pobduarket, but offer very little in terms of hawabic blocks that may decrease power
consumption or selling price to the OEM. ASICs havarge development cost and risk and a long tomearket. As a result ASICs are
generally only used for single designs with vergthvolumes. CSSPs enable custom functions andmsydstsigns with fast time-to-market and
longer time-in-market since they are customizedidysing our solution platforms that contain pragreable logic. In addition, because they
are complete solutions, they reduce the systemlal@vent cost and risk. Finally, CSSPs are verygnefficient as a result of our
programmable logic and how we intelligently arctiteur PSBs. They are very suitable for OEMs or GDiNfering mobile differentiated

products.

Research and Development

We are focused on developing CSSPs. CSSPs combiirsilioon platforms with PSBs, software driverslather system software.
Our future success will depend to a large extergwmability to rapidly develop, enhance and introel CSSPs that meet emerging industry
standards and satisfy changing customer requireamére have made and expect to continue to makeasuiad investments in research and
development. Our research and development exp@ng643 , 2012 , and 2011 were $8.4 million ( 32ewenue), $8.7 million ( 59% of
revenue), and $9.8 million ( 47% of revenue) retipely.

As of the end of 2013, our research and developstaff consisted of 34 employees located in Califn India, and Canada.

Our system software group creates the drivedsodimer system code required to connect our sildmrices to Application
Processors, as well as the algorithms and microtmdepport our sensor hubs.

Our hardware group develops and verifies Pré@gstem Blocks that can be programmed into our jarograble logic and
develops reference designs to showcase and vernifgautions.

Our software group develops the design libraiigerface routines and place and route softwaedllow our engineers to
use third party design environments to developgihssihat are incorporated into our programmablécdsyand develops the
design tools that support algorithm developmenbiarsensor hubs.

Our platform engineering group develops low pppgrammable devices and analog circuits targietechobile or battery
powered embedded systems that can be used in Etaadmalution platforms such as PolarPro 3, or doptbwith standard
functions in solution platforms such as ArcticLihk

Our product engineering group oversees product faahwring and process development with our thindypfoundries, and i
involved in ongoing process improvements to incegdslds and optimize device characteristics.

The Office of the CTO investigates future treadsl requirements in order to define the next geiwer of solutions and
platforms.
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Manufacturing

We have close relationships with third party mantufeers for our wafer fabrication, package assendiy testing requirements to
help ensure stability in the supply of our produastsl to allow us to focus our internal efforts soduct and solution design and sales.

We currently outsource our wafer manufacturingnariily to eSilicon Corporation, or eSilicon, Towar, and Taiwan
Semiconductor Manufacturing Company Limited, or TGQM SMC manufactures our pASIC 3, QuickRAM and @iarQuickPCI products
using a four-layer metal, 0.35 micron complementagtal oxide semiconductor, or CMOS, process. T30 manufactures our Eclipse and
other mature products using a five-layer metal5 @rizcron CMOS process on eiginth wafers, and our PolarPro Il and Sensor prtslusing
a 7-layer metal, 65nm CMOS process on twelve-inafeve. TowerJazz manufactures our ArcticLink, Axictnk I, PolarPro, and PolarPro Il
products, using a six-layer metal, 0.18 micron CM@&ess. We outsource our product packaging pitynta Amkor Technology, Inc.
eSilicon produces our ArcticLink 11l VX and BX pradts using a 7-layer metal, 65nm CMOS process efvesinch wafers at Global
Foundries and packaging at STATS-ChipPAC. We puelmoducts from eSilicon, TowerJazz, and TSMCa parchase order basis.

Outsourcing of wafer manufacturing enables ushe tdvantage of the high volume economies of sufédeed by these suppliers. \
may establish additional foundry relationshipswshsarrangements become economically useful ontealy necessary.

Employees

As of December 29, 2013, we had a total of 89 eyg#s worldwide. We believe our future success migpe part on our continued
ability to attract, hire and retain qualified parsel. None of our employees are represented blya lanion and we believe our employee
relations are favorable.
Intellectual Property

We believe that it is important to maintain a lapggent portfolio to protect our innovations. Wereatly hold 74 U.S. patents and
have one pending application for an additional pa&8ent, Our patents contain claims covering varmgpects of programmable integrated
circuits, programmable interconnect structuresogrammable metal devices. In Europe and Asidhawe been granted a total of 11 patent:
Our issued patents expire between 2014 and 2028.

In most cases, revenue will decline from a decr@ademand for our mature products long beforeettigration of pending or issued
patents relating to the underlying technology iohsproducts. The decision to cease maintainingenpé determined on the importance of the

patent in our current or future product offerings.

We have six trademarks registered with the U.SerRatnd Trademark Office.
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Executive Officers and Directors

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

The following table sets forth certain informatiooncerning our current executive officers and descas of February 24, 2014 :

Name Age Position
Andrew J. Pease 63 President and Chief Executive Officer; Director
Maxime Bouvat-Merlin 38 Vice President, Worldwide Engineering
Brian Faith 39 Vice President, Worldwide Sales and Marketing
Ralph S. Marimon 56 Vice President, Finance and Chief Financial Officer
Catriona Meney 52 Vice President, Human Resources and Development
Timothy Saxe 58 Senior Vice President and Chief Technology Officer
E. Thomas Hart 72 Chairman of the Board
Edgar D. Auslander 50 Director
Michael J. Callahan 78 Director
Michael R. Farese 67 Director
Arturo Krueger 74 Director
Christine Russell 64 Director
Gary H. Tauss 59 Director

Andrew J. Peashas served as a member of our Board of Directareeshpril 2011. He joined QuickLogic in November0B0and has
served as our President and Chief Executive Offitere January 2011 and as our President sincenl\28@9. Prior to March 2009, Mr. Pease
served as our Vice President of Worldwide Salesfidbvember 2006. From July 2003 to June 2006, Mask was Senior Vice President of
Worldwide Sales of Broadcom Corporation, a globader in semiconductors for wired and wireless camioations. From March 2000 to J
2003, Mr. Pease was Vice President of Sales atiintInc., a company providing software and $eg to better manage semiconductor
production yields and improve designgmduction processes. From 1984 to 1996, Mr. Peaiseed in a number of sales positions at Advau
Micro Devices, or AMD, a global semiconductor mauitirer, where his last assignment was Group Rire@orldwide Headquarters Sales
and Operations. Mr. Pease previously held Viceitees of Sales positions at Integrated Systems émcembedded software manufacturer
(1996-1997), and Vantis Corporation, a programmédge subsidiary of AMD (1997-1999). Mr. Peased®h B.S. degree from the United
States Naval Academy and an M.S. in computer seiéoon the Naval Postgraduate School in Monterayif@nia.

Maxime Bouvat-Merlijoined QuickLogic in October 2013 to serve as oige\President of Worldwide Engineering. From JuB&2
to September 2013, Mr. Bouvat-Merlin was Direcfmoduct management for roadmap strategy and thEi\¢iehnology roadmap at
Qualcomm-Atheros. From 2008 to 2012, Mr. Bouvat-IMidneld several senior technical leadership rakeBroadcom Corporation including,
Director, technical program management office nehbjplication processor and Director, engineerimggy management unit. Prior
experiences include multiple technical managemaetrat Texas Instruments in the OMAP and wirellessness units. Mr. Bouvat-Merlin
holds an M.S.E.E. degree in Micro-Electronics Scénfrom ESINSA, Nice, France and a B.S.E.E. insRigyfrom Faculte de Luminy,
Marseille, France.

Brian Faith joined QuickLogic in June of 1996 and has serveduas/ice President of Worldwide Sales and Marlgesimce April
2011 and our Vice President of Worldwide Marketaigce November 2008. From 2001 through 2008, MithFsrved in various marketing
positions including Vice President of Solutions keting and Senior Director of Marketing. Prior @04, Mr. Faith was an Engineering
Program Manager, served in a Field Application Begring role and held various Customer Applicamigineering roles, including Custon
Application Engineering Manager. Mr. Faith has asoved as the Chairperson of the Marketing Coremibr the CE-ATA Organization. He
holds a B.S.C.E. degree in Computer Engineering féanta Clara University and also served as Adjuecturer at Santa Clara University for
Programmable Logic courses.
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Ralph S. Marimothas served as our Vice President, Finance and @peaand Chief Financial Officer since Novemb@®@. Prior
to joining the Company, Mr. Marimon served as Rresident, Finance and Operations, and Chief Fiab®tficer of Anchor Bay
Technologies, Inc., a fabless semiconductor compizatydesigns and produces advanced video progessmiconductor devices from 2006.
From 2005 to 2006, Mr. Marimon was Vice Presiddrftinance and Administration and Chief Financiafi€r of Tymphany Corporation, a
provider of innovative audio transducers. Priothat, Mr. Marimon was Vice President of Finance &mief Financial Officer of Scientific
Technologies, Inc., a provider of automation saéeding products, from 2004 until 2005. From 1992®03, he served at Com21 Corporat
a global supplier of system solutions for the bimadl access market, where he was promoted frompo@depController to Vice President of
Finance and Chief Financial Officer. Prior to joigiCom21 Corporation, Mr. Marimon was at KLA-Ten@wrporation for 11 years in a
variety of senior executive financial managemersifimns. Mr. Marimon holds a Masters of Managendagree in finance and accounting
from Northwestern University and a BA degree inremaics from the University of California, Los Angsl

Catriona Meneyoined QuickLogic in September 2003 and has seagedur Vice President, Human ResourcesRentlopment sinc
October 2006. Prior to joining QuickLogic, Ms. Mgneas Vice President, International Human Resouat&3cular Sciences, Inc., a global
manufacturer of contact lenses, from September 80line 2002. From May 1984 to October 2000, Msné¥ held several human resource
positions at Standard Life Assurance Co., an iatiwnal financial services provider, located in tBad, most recently as their Senior Human
Resources Business Partner. Prior experience iesllidman resource positions at Sun MicrosystemsvBYMeney holds a M.A. degree,
with honors, from the University of Glasgow in Seod.

Timothy Saxg@ined QuickLogic in May 2001 and has served asChief Technology Officer and Senior Vice Presid&mtgineering
since August 2006, and Vice President, Engineesinge November 2001. From November 2000 to Febr2@dt, Mr. Saxe was Vice
President of FLASH Engineering at Actel Corporatiarsemiconductor manufacturing company. Mr. Sakesfl GateField Corporation, a
design verification tools and services company ftynknown as Zycad, in June 1983 and was a fouofiéreir semiconductor manufacturing
division in 1993. Mr. Saxe became GateField's Chiafcutive Officer in February 1999 and servedat tapacity until GateField was
acquired by Actel in November 2000. Mr. Saxe held®.S.E.E. degree from North Carolina State Unitigrand an M.S.E.E. degree and a
Ph.D. in electrical engineering from Stanford Umgrgy.

Information regarding the backgrounds of our diexis set forth under the caption “Proposal Onection of Directors’in our Proxy
Statement, which information is incorporated hemjrreference.
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ITEM 1A. RISK FACTORS

We currently depend on Samsung for a significantiggoof our revenue and the loss of or reductinroiders from Samsung could adversely
affect our revenue and harm our business, finaremaldition, operating results and cash flows.

During our fourth quarter and our fiscal year enBedember 29, 2013, Samsung accounted for 69% &dtd frespectively, of our
total revenue. In the future, Samsung may purcfeser of our products, modify the terms on whichytipurchase our products or decide not
to continue to purchase our products. Samsungtisegaired to continue to purchase our productsitwe fail to continue to make design
wins with Samsung, our future revenue and profitghinay be adversely affected.

If we fail to successfully develop, introduce aall §SSPs and new products, or if our CSSP degigontunities do not generate the revel
we expect, we may be unable to compete effechiveie future.

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

We expect our business growth to be driven by CS&RECSSP revenue growth needs to be strong erowgthieve profitability.
The gross margin associated with our CSSPs andnaaucts is generally lower than the gross mar§imuo mature products, due primarily to
the price-sensitive nature of the higher volume ifeatbnsumer opportunities that we are pursuing) WiSSPs. Because the product life cycle
of mobile products is short, we must replace reeeaatithe end of a product life cycle with salesrfreew design opportunities. While we
expect revenue and gross profit growth from CSSiktoffset the expected decline in revenue and grosfit from our mature products, there
is no assurance whether or when this will occunrbter to grow our revenue from its current leved, depend upon increased revenue fromr
existing products, especially CSSPs based on auticAink and PolarPro solution platforms, and tlewelopment of CSSPs, additional new
products and solutions.

If (i) we are unable to design, produce and sell @SSPs that meet design specifications, addrestsroer requirements and generate
sufficient revenue and gross profit; (i) marketrded for our CSSPs and other products fails to maditee; (iii) we are unable to obtain
adequate fabrication capacity on a timely basig;wie are unable to develop CSSPs or solutiondimely manner; or (v) our customers do
successfully introduce products incorporating cewrides, our revenue and gross margin will be maltgdarmed, our liquidity and cash flows
will be materially affected, we may be requiredmate-off related inventories and long-lived assatshere may be other adverse effects on o
business or the price of our common stock.

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

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

In addition, we may make a significant investmeniong-lived assets for the production of our preidibased upon historical and
expected demand. If demand for our products orsgmergin generated from our products does not meegxpectations or if we are unable to
collect amounts due from significant customersway be required to write-off inventories,
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provide for uncollectible accounts receivable @uincharges against long-lived assets, which wmaterially harm our business.

Our products are subject to a lengthy sales cyal& @ur customers may cancel or change their proglasts after we have expended
substantial time and resources in the design af fireducts.

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

We depend on our relationships with third partiesrtanufacturer our new products.

We depend upon eSilicon Corporation, TowerJazzZT&MC to manufacture our new products. The inabditany one of these
companies to continue manufacture of our new prisdioc any reason would require us to identify godlify a new foundry to manufacture
our new products. This would be time consumindjalift and result in unforeseen operational proldeflternate foundries might not be
available to fabricate our new products, or if atale, might be unwilling or unable to offer semscon acceptable terms and our ability to
operate our business or deliver our products tacagtomers could be severely impaired.

We depend upon partnering with other companiestelbp IP, reference platforms and system software.

In addition to working directly with our customevge partner with other companies that are expertertain technologies to develop
additional intellectual property, reference platfisrand system software to provide application gmist We also work with mobile processor
manufacturers and companies that supply storag@preng or graphics components for embedded systdine depth of these relationships
varies depending on the partner and the dynamititeeand market being targeted, but is typicalblp@narketing relationship that includes jc
account calls, promotional activities and/or engiimgy collaboration and developments, such aseréer designs. If we are unable to license
new technologies, maintain a close working relaiop with our partners, fail to continue to devedoql introduce leading technologies or if
these technologies fail to generate the revenuexpect, we may not be able to compete effectivethé future.

We depend upon third parties for silicon IP, degdiRTL design, physical design, verification anseasbly of our CSSP platforms and failure
to meet our requirements in a timely fashion mayeasely impact our time to market and revenue.

Our move to a variable cost or outsourced engingatevelopment model allows us access to the lesgniresources for developing
new CSSP platforms. This includes access to leagtiigg silicon IP as well as RTL design and physleaign expertise. However, outsourcing
the design of a complex CSSP platform typicallyoires multiple companies in multiple locations whincrease the risk of costly design
errors. Any delays or errors in the design of e@wICSSP platforms could significantly increasedbst of development as well as adversely
impact our time to market and revenue.

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

We contract with third parties to fabricate, asslemtest and program our devices. In general, e&olir devices is fabricated,
assembled and programmed by a single supplierthenidss of a supplier, transfer of manufacturimg hew location, expiration of a supply
agreement or the inability of our suppliers to nfanture our products to meet volume, performanaality and cost targets could have a
material adverse effect on our business. Our oglaliip with our suppliers could change as a redwtmerger or acquisition. If for any reason
these suppliers or any other vendor becomes uwahiewilling to continue to provide services of aptable quality, at acceptable costs and ir
a timely manner, our ability to operate our bussnasdeliver our products to our customers couldderely impaired. We would have to
identify and qualify substitute suppliers, whictulbbe time consuming, difficult and result in urdeeen operational problems, or we could
announce an end-of-life program for these produdternate suppliers might not be available to fede, assemble, test and

14




Table of Contents

program our devices or, if available, might be Ulimg or unable to offer services on acceptablenterin addition, if competition for wafer
manufacturing capacity increases, if we need taaégto more advanced wafer manufacturing techyologif competition for assembly
services increases, we may be required to payesirsignificant amounts to secure access to #paaty. The number of companies that
provide these services is limited and some of thawe limited operating histories and financial tgses. In the event our current suppliers
refuse or are unable to continue to provide theséces to us, or if we are unable to secure gafiiccapacity from our current suppliers on
commercially reasonable terms, we may be unalpedoure services from alternate suppliers in alyimenner, if at all. Moreover, our
reliance on a limited number of suppliers subjest$o reduced control over delivery schedules,iyuasurance and costs. This lack of cor
may cause unforeseen product shortages or mayaseiir cost to manufacture and test our prodwbish would adversely affect our
operating results and cash flows.

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

Our new products and products currently under dgwveent, have been generating lower gross marganpascentage of revenue than
the rest of our historical business due to the etarthat we have targeted and the larger ordertitjearassociated with these applications.
Whether we can achieve cash flow levels sufficiersupport our operations cannot be accuratelyigiesti and our investment portfolio is
subject to a degree of interest rate and liquid#tly. Unless such cash flow levels are achievedaamdnvestment portfolio remains liquid and
its capital is preserved, we may need to borrowtimhal funds or sell debt or equity securitiessome combination thereof, to provide func
for our operations. Such additional funding may metavailable on commercially reasonable termaf ail. If adequate funds are not available
when needed, our financial condition and operatisglts would be materially and adversely affeetied we may not be able to operate our
business without significant changes in our openetj or at all.

We will be unable to compete effectively if wettadnticipate product opportunities based upon ryimg technologies and standards or fail
develop products and solutions that incorporates¢éheechnologies and standards in a timely manner.

We spend significant time and money designing aneklbping silicon solution platforms, and PSBs, addpting emerging
technologies. We intend to develop additional potsland solutions and to adopt new technologidisariuture. If system manufacturers adop
alternative standards or technologies, if an ingustindard or emerging technology that we havgetad fails to achieve broad market
acceptance, if customers choose low power offerfiraya our competitors, or if we are unable to brihg technologies or solutions to marke
a timely and cosgffective manner, we may be unable to generatefisignt revenue from our research and developmiotts. As a result, ot
business would be materially harmed and we magteired to write-off related inventories and longedt assets.

If we fail to adequately forecast demand for ousgrcts, we may incur product shortages or excesdumt inventories

Our agreements with certain suppliers require ygdwide forecasts of our anticipated manufactudrdgers, and place binding
manufacturing commitments in advance of receiviagcpase orders from our customers. We are limiteglir ability to increase or decrease
our forecasts under such agreements. Other mantdestsupply us with product on a purchase ordsisb&he allocation of capacity is
determined solely by our suppliers over which weehao direct control. Additionally, we may placelers with our suppliers in advance of
customer orders to allow us to quickly respondianging customer demand or to obtain favorableymbdosts. Furthermore, we provide our
suppliers with equipment which is used to programproducts to customer specifications. The prognamg equipment is manufactured to «
specifications and has significant order lead tinfé®ese factors may result in product shortagescoess product inventories. Obtaining
additional supply in the face of product, programgnéquipment or capacity shortages may be costlyoppossible, especially in the short
term since most of our products and programmingpagent are supplied by a single supplier. Our failio adequately forecast demand for
products could materially harm our business.

Our approach to developing solutions for potertistomers involves developing CSSPs for and alggoir roadmap with applicati
processor and flash memory vendors. We have eniteieethformal partnerships with other parties timatlve the development of solutions
that interface with their devices or standards.sehieformal partnerships also may involve joint keding campaigns and sales calls. If our
solutions are not incorporated into customer prigjutour partners discontinue production of degration of our solution into their product
offerings, or if the informal partnerships do nobw as expected or if they are significantly redlioeterminated by acquisition or other mei
our revenue and gross margin will be materiallyrhed and we may be required to write-off relateciteries and long-lived assets.
Fluctuations in our manufacturing processes, yialtt$ quality, especially for new products, may éase our costs.

Difficulties encountered during the complex semubactor manufacturing process can render a subat@eticentage of
semiconductor devices nonfunctional. New manufaegutechniques or fluctuations in the manufactupngcess may
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change the performance distribution and yield afproducts. We have, in the past, experienced naahuing runs that have contained
substantially reduced or no functioning deviceghat generated devices with below normal perfomearharacteristics. Our reliance on third
party suppliers may extend the period of time rexgfito analyze and correct these problems. Onceeated, our customers may be required tc
redesign or re-qualify their products. As a result, may incur substantially higher manufacturingtspshortages of inventories or reduced
customer demand.

Yield fluctuations frequently occur in connectioittwthe manufacture of newly introduced productighwhanges in product
architecture, with manufacturing at new facilities, new fabrication processes or in conjunctiormwigw backend manufacturing processes.
Newly introduced solutions and products are oftementomplex and more difficult to produce, incragdhe risk of manufacturing relat
defects. New manufacturing facilities or processesoften more complex and take a period of timactueve expected quality levels and
manufacturing efficiencies. While we test our progyincluding our software development tools, they still contain errors or defects that
are found after we have commenced commercial ptamudJndetected errors or defects may also résutt new manufacturing processes or
when new intellectual property is incorporated iotw products. If our products or software develeptriools contain undetected or unreso
defects, we may lose market share, experienceslalay loss of market acceptance, reserve or sov@mtories or be required to issue a
product recall. In addition, we would be at riskpobdduct liability litigation if defects in our pducts were discovered. Although we attempt to
limit our liability to end users through disclainsesf special, consequential and indirect damagesianilar provisions, we cannot assure you
that such limitations of liability will be legallgnforceable.

We may be unable to accurately estimate quartenhenue, which could adversely affect the tradirigepof our stock.

Due to our relatively long product delivery cycledathe inability of our customers in the rapidlyobing mobile market to confirm
product requirements on a timely basis, we may hawevisibility to product demand in any given gtear If our customers cannot provide us
with accurate delivery lead times, we may not de &bdeliver product to our customers in a timialghion. Furthermore, our ability to respc
to increased demand is limited to inventories amdhar on order, the capacity available at our @attmanufacturers and our capacity to
program products to customer specifications. Iffaikto accurately estimate customer demand, repevdnue, or if our available capacity is
less than needed to meet customer demand, outsre$ulperations could be harmed and our stoclemriwld materially fluctuate.

We have a history of losses and cannot assurehaiwte will be profitable in the future.

We have a history of losses having recorded aasstih 2013 and in 2012. Although we achieved mability in 2010, we cannot
predict when we may return to profitability.

Our future operating results are likely to flucteadnd therefore may fail to meet expectations, vbauld cause our stock price to decline.

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

Factors that could cause our operating resultsitduate include, without limitation: (i) succesisfievelopment and market accepta
of our products and solutions; (ii) our abilityaocurately forecast product volumes and mix, améspond to rapid changes in customer
demand; (iii) changes in sales volume or expecdebs/olume, product mix, average selling pricegroduction variances that affect gross
profit; (iv) the effect of end-of-life programs;)(a significant change in sales to, or the collslity of accounts receivable from, our largest
customers; (vi) our ability to adjust our produgatfures, manufacturing capacity and costs in resptimeconomic and competitive pressures;
(vii) our reliance on subcontract manufacturerspiaduct capacity, yield and quality; (viii) ourropetitors' product portfolio and product
pricing policies; (ix) timely implementation of éffent manufacturing technologies; (x) errors iplgmg or changes in accounting and
corporate governance rules; (xi) the issuance oitegompensation awards or changes in the ternesio$tock plan or employee stock
purchase plan; (xii) mergers or acquisitions; Jxthie impact of import and export laws and regolagi (xiv) the cyclical nature of the
semiconductor industry and general economic, mapdditical and social conditions in the countrigisere we sell our products and the relatec
effect on our customers, distributors and suppliensl (xv) our ability to obtain capital, debt firdng and insurance on commercially
reasonable termsAlthough certain of these factors are out of oumiediate control, unless we can anticipate and épaved with contingency
plans that respond to these factors, our businagsh@ materially harmed.
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We may encounter periods of industry wide semicetauoversupply, resulting in pricing pressurewasdl as undersupply, resulting
in a risk that we could be unable to fulfill ourstomers' requirements. The semiconductor industsyhiistorically been characterized by wide
fluctuations in the demand for, and supply ofpitsducts. These fluctuations have resulted in aistances when supply of and demand for
semiconductors has been widely out of balance n8lnstry wide semiconductor oversupply could reisuttevere downward pricing pressure
from customers. In a market with undersupply of ofacturing capacity, we would have to compete \dtlyer foundry and assembly
customers for limited manufacturing resources.uichsan environment, we may be unable to have adyats manufactured in a timely
manner, at a cost that generates adequate grdgsopiia sufficient quantities. Since we outsousdkeof our manufacturing and generally have
a single source of wafer supply, test, assemblypgiagramming for our products, we are particulatiinerable to such supply shortages and
capacity limitations. As a result, we may be unabl&uilfill orders and may lose customers. Any fetindustry wide oversupply or undersug
of semiconductors could materially harm our busines

We may be unable to successfully grow our busifiessfail to compete effectively with others tyadt and retain key personnel.

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

Problems associated with international businesgagiens could affect our ability to manufacture asell our products

Most of our products are manufactured outside efdhited States at manufacturing facilities opetdtg our suppliers in Asia, South
Asia and the Middle East regions. As a result,@hmmanufacturing operations and new product intrbdas are subject to risks of political
instability.

A significant portion of our total revenue comesnfr sales to customers located outside the Uniteig&tWe anticipate that sales to
customers located outside the United States wiltinae to represent a significant portion of ouateevenue in future periods. In addition,
most of our domestic customers sell their prodoatside of North America, thereby indirectly expasus to risks associated with foreign
commerce and economic instability. In addition verseas sales offices, we have significant resemrdidevelopment activities in Canada anc
India. Accordingly, our operations and revenuesattgiect to a number of risks associated with fargigmmerce, including the following:

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

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

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

Our CSSPs face competition from suppliers of ASS8Rmliers of integrated application processorsy lsower FPGAs, low power
microcontrollers, and suppliers of ASICs.

We face competition from companies that offer ASS#kile it is difficult to provide a unique solutidhrough the use of ASSPs,
ASSPs generally are cost effective standard predund have short lead times. In certain design roppities, ASSPs can be combined to
achieve system design objectives. Manufacturenste§rated application processors often integrate features when they introduce new
products. A system designer could elect the usmaftegrated processor that includes the featffesed in our CSSPs and/or a widely
accepted feature of our CSSPs could be integratediicompetitor's ASSP. Some vendors offer lowgrdWPGAs that can be adopted by a
mobile device for hardware differentiation thasisnilar in functionality, physical size, power comsption and price to what we offer with our
programmable logic-based CSSPs. We face competitiom low power microcontroller companies. Whilé&crocontrollers cannot be
customized at the
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hardware level for product differentiation, theyltlve the ability to run custom software algorithmmiten in standard C code which may y
similar functionality as what we can provide withr goroducts. Companies that supply ASICs, which imapurchased for a lower price at
higher volumes and typically have greater logicazdty, additional features and higher performaietour products. Our inability to
successfully compete in any of the following areasld materially harm our business: (i) the develept of new products, CSSPs and
advanced manufacturing technologies; (ii) the duatiower characteristics, performance charactesisprice and availability of devices,
programming hardware and software development;t¢id)she ability to engage with companies thabvyide synergistic products and servis
including algorithms that may be preloaded into @evice at configuration; (iv) the incorporationinflustry standards in our products and
solutions; (v) the diversity of product offeringgadlable to customers; or (vi) the quality and ceffectiveness of design, development,
manufacturing and marketing efforts.”

We may be unable to adequately protect our intelEqroperty rights and may face significant exgemas a result of future litigation.

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

In the past, we have been involved in litigatiokatieg to our alleged infringement of third parigtents or other intellectual property
rights. This type of litigation is expensive andhsomes large amounts of management time and attenti

Because it is critical to our success that we ooetito prevent competitors from copying our inn@re, we intend to continue to se
patent and trade secret protection for our prodddtse process of seeking patent protection caoig &dnd expensive, and we cannot be certa
that any currently pending or future application actually result in issued patents or that, eifgratents are issued, they will be of sufficient
scope or strength to provide meaningful protectipany commercial advantage to us. Furthermorerstinay develop technologies that are
similar or superior to our technology or designuaith the patents we own. We also rely on trade spooéection for our technology, in part
through confidentiality agreements with our empksgjeconsultants and other third parties. Howebheséd parties may breach these agreemer
and we may not have adequate remedies for anytorbaany case, others may come to know about t@rigéne our trade secrets through a
variety of methods. In addition, the laws of certarritories in which we develop, manufacture et sur products may not protect our
intellectual property rights to the same extenthaslaws of the United States.

The market price of our common stock may fluctaggeificantly and could lead to securities litigati.

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

We may engage in manufacturing, distribution ohtemogy agreements that involve numerous riskdudtireg the use of cash, diversion of
resources and significant write-offs.

We have entered into and, in the future, intenerti@r into agreements that involve numerous riskciding the use of significant
amounts of our cash; diversion of resources frameiotlevelopment projects or market opportunities;ability to collect amounts due under
these contracts; and market acceptance of relatefligts and solutions. If we fail to recover thetaaf these or other assets from the cash flo
generated by the related products, our assetbeglbme impaired and our financial results wouldhésened.

Our business is subject to the risks of earthquatdier catastrophic events and business interamstifor which we may maintain limited
insurance.

Our operations and the operations of our suppéiszs/ulnerable to interruption by fire, earthquab@yer loss, flood, terrorist acts a
other catastrophic events beyond our control. htiqadar, our headquarters are located near eaattgjtault lines in the San Francisco Bay
Area. In addition, we rely on certain suppliersrtanufacture our products and would not be ableitdify an alternate supplier of our products
for several quarters. Our suppliers often holdifigant quantities of our inventories which, in teeent of a disaster, could be destroyed. In
addition, our business processes and systems @rable to computer viruses, break-ins and sindiisuptions from unauthorized tampering.
Any catastrophic event, such as an
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earthquake or other natural disaster, the failfi@o computer systems, war or acts of terrorisouya significantly impair our ability to
maintain our records, pay our suppliers, or degiggmufacture or ship our products. The occurrefieay of these events could also affect out
customers, distributors and suppliers and prodimies disruptive effects upon their businesshiéte is an earthquake or other catastrophic
event near our headquarters, our customers' fasjlibur distributors' facilities or our suppliigtilities, our business could be seriously
harmed.

We do not maintain sufficient business interruptoa other insurance policies to compensate ualiftosses that may occur. Any
losses or damages incurred by us as a resultatbatcophic event or any other significant uninddess could have a material adverse effe
our business.

Our Certificate of Incorporation, Bylaws and Delamgdaw contain provisions that could discourageakeover that is beneficial to
stockholders.

Provisions of our Certificate of Incorporation, dylaws and Delaware law could make it difficult #othird party to acquire us, even
if doing so would be beneficial to our stockholders

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

We are listed on the Nasdaq Global Market and ecurities could be delisted in the future if werdd meet the specific listing
requirements the Nasdaq Global Market.

Changes to existing accounting pronouncementsati@n rules or practices may cause adverse revéogtuations, affect our reported
financial results or how we conduct our busine

Generally accepted accounting principles, or GA&ie, promulgated by, and are subject to the inteapos of the Financial
Accounting Standards Board, or FASB, and the SE&v Bccounting pronouncements or taxation rulesvanging interpretations of
accounting pronouncements or taxation practices bacurred and may occur in the future. Any futthranges in accounting pronouncements
or taxation rules or practices may have a signifiedfect on how we report our results and may eaféact our reporting of transactions
completed before the change is effective. In agidjta review of existing or prior accounting praei may result in a change in previously
reported amounts. This change to existing ruldsyéuchanges, if any, or the questioning of curpeattices may adversely affect our reported
financial results, our ability to remain listed thre Nasdaq Global Market, or the way we conductbmsiness and subject us to regulatory
inquiries or litigation.

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

Our products, solutions, technology and softwaeesaibject to import and export control laws andit&gpns which, in some
instances, may impose restrictions on businessgities, or otherwise require licenses or other arigfations from agencies such as the U.S.
Department of State, U.S. Department of CommerdelhS. Department of the Treasury. These restristinay impact deliveries to custom
or limit development and manufacturing alternativd® have import and export licensing and compkgmocedures in place for purposes of
conducting our business consistent with U.S. ampdiGable international laws and regulations, andpegodically review these procedures to
maintain compliance with the requirements relatmgnport and export regulations. If we are nokal remain in compliance with import and
export regulations, we might be subject to investian, sanctions or penalties by regulatory autlesti Such penalties can include civil,
criminal or administrative remedies such as lossxpfort privileges. We cannot be certain as toothiteome of an evaluation, investigation,
inquiry or other action or the impact of these iseom our operations. Any such action could advera#éct our financial results and the mar
price of our common stock.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable.
ITEM 2. PROPERTIES

Our principal administrative, sales, marketingeegsh and development and final testing facilitiptated in a building of
approximately 42,600 square feet in Sunnyvale f@ailia. This facility is leased through Decembet20We lease a 7,400 square foot facility
in Bangalore, India for the purpose of softwareedlepment. This facility is leased through
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June 2016. We also lease office space in Shan@haia; London, England; Tokyo, Japan; Seongnam Sityith Korea; and Taipei, Taiwan.
We believe that our existing facilities are adeguat our current needs.

ITEM 3. LEGAL PROCEEDINGS

From time to time, the Company is involved in legefions arising in the ordinary course of busingsduding but not limited to
intellectual property infringement and collectiomtters. Absolute assurance cannot be given thatpiairty assertions will be resolved without
costly litigation in a manner that is not advesé¢hie Company's financial position, results of apiens or cash flows or without requiring
royalty or other payments in the future which meyexrsely impact gross profit.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market Information
Our common stock has been traded on the Nasdag@Q¥Wdrket under the symbol “QUIK” since October 1899, the date of our

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

High Low

Fiscal Year Ending December 29, 2013:

Fourth Quarter (through December 29, 2013) $ 394 % 2.54

Third Quarter (through September 29, 2013) $ 29C % 2.17

Second Quarter (through June 30, 2013) $ 26C $ 2.2C

First Quarter (through March 31, 2013) $ 26z % 2.0¢
Fiscal Year Ending December 30, 2012:

Fourth Quarter (through December 30, 2012) $ 3.0 % 1.8¢

Third Quarter (through September 30, 2012) $ 32z % 2.0¢€

Second Quarter (through July 1, 2012) $ 3.5t $ 2.0

First Quarter (through April 1, 2012) $ 3.1 % 2.4:

Stockholders

The closing price of our common stock on the Nas@8knipal Market was $5.15 per share on Februar@24 . As of February 24,
2014 , there were 54,891,083 shares of common staisitanding that were held of record by 195 stotddrs. The actual number of
stockholders is greater than this number of holdérscord since this number does not include stolders whose shares are held in trust by
other entities.
Dividend Policy

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

Equity Compensation Plan Information

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

Shelf Registration

On July 31, 2013, the Company filed a shelf regtgin statement on Form S-3 under which the Compaeny, from time to time, sell
securities in one or more offerings up to a totdlad amount of $40.0 million. Our shelf registrmatistatement was declared effective on Au
30, 2013 and expires in August 2016.

In November 2013, the Company issued an aggred&& 40,000 shares of common stock, $0.001 paryatuan underwritten pub
offering at a price of $2.90 per share. The Compaggived net proceeds of $23.1 million , net ademvriter's commission and other offering
expenses of $2.2 million .

On June 1, 2012, the Company filed a registratiatement on Form S-3 MEF to increase the amouseaidrities that may be sold

under the shelf registration statement by $3.4ionill
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In June 2012, the Company issued an aggregatd 22 ®00 shares of common stock and warrants tchpaecup to an aggregate of
2,304,900 shares of common stock in a confidegptiatirketed underwritten offering. The common stacl warrants were issued in units (the
“Units”), with each Unit consisting of (i) one share of conmstock and (ii) a warrant to purchase 0.45 ofaeslf common stock, at a price
$2.50 per Unit. The Company received total net @eds from the offering of $11.9 million, net of endriting discounts and other offering
expenses of $929,000. The warrants are exercisapléme for a period of 60 months from the datessfiance on June 6, 2012, and are
exercisable at a price of $2.98 per share.

Stock Performance Graph

The following graph compares the cumulative togalim to stockholders of our common stock from Deloer 31, 2008 to
December 29, 2013 to the cumulative total returer @uch period of (i) the S&P 500 Index and (i§ ®&P Semiconductors Index. The graph
assumes that $100 was invested on December 31,i2@dckLogic's common stock and in each of tHeeotwo indices and the reinvestment
of all dividends, if any, through December 29, 2013

The information contained in the Performance Grstpdil not be deemed to be “soliciting material't@be “filed” with the SEC, nor
shall such information be incorporated by referante any future filing under the Securities Actl&f33, as amended, or the Securities
Exchange Act of 1934, as amended, except to trenettiat QuickLogic specifically incorporates it i®ference into any such filing. The graph

is presented in accordance with SEC requiremeidskBolders are cautioned against drawing any csimhs from the data contained therein,
as past results are not necessarily indicativeitofé performance.

COMPARISON OF 5§ YEAR CUMULATIVE TOTAL RETURN"

Among QuickLogic Corporation, the S&F 500 Index, andthe S&F Semiconductors Index
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ITEM 6. SELECTED FINANCIAL DATA

Fiscal Years

2013 2012 2011 2010 2009
(in thousands, except per share amount)

Statements of Operations:

Revenue $ 26,07 $ 1494 % 20,96¢ $ 26,19¢ $ 15,07
Cost of revenue 17,30t 7,87¢ 8,51 9,60¢ 7,71F
Long-lived asset impairmefit — — — — 15C
Gross profit 8,767 7,06¢€ 12,45: 16,59( 7,20¢
Operating expenses:

Research and development 8,37¢ 8,74: 9,83¢ 7,45¢ 6,20z

Selling, general and administrative 12,00: 10,48: 9,96t 10,07: 10,611

Restructuring cost® 181 — — — 59
Income (loss) from operations (12,79) (12,15%) (7,349 (947) (9,670

Gain on sale of TowerJazz Semiconductor L

shareg® 181 — — 99z —
Interest expense (54) (612) (36) (67) (93
Interest income and other expense, net (157) (77) (159) (46) (59
Income (loss) before income taxes (11,82) (12,296 (7,544 (62) (9,817
Provision for (benefit from) income taxes 45¢ 18 50 (184) (63)
Net income (loss) $ (12,27¢ $ (12,319 $ (7,599 % 128 % (9,759
Net income (loss) per share:

Basic $ 0.27) $ (0.29) $ (0.2)) $ — % (0.32)

Diluted $ 0.27) $ (0.29) $ (0.21)) $ — 3 (0.39)
Weighted average shares:

Basic 45,76: 41,83: 36,79: 35,72¢ 30,73¢

Diluted 45,76 41,83: 36,79: 39,03¢ 30,73¢

December 29, December 30, January 1, January 2, January 3,
2013 2012 2012 2011 2010

(in thousands)

Balance Sheet Data:

Cash and cash equivalents $ 37,40t $ 22,57¢ $ 20,20: % 21,95¢ $ 18,19¢
Working capital $ 37,80. $ 24,840 $ 22,840 $ 26,93 $ 18,09:
Total assets $ 49,12¢ $ 31,02« $ 28,96: $ 33,62¢ % 27,60:
Long-term obligations, excluding current portior$ 132 % 26€ $ 14¢ $ — 264
Total stockholders' equity $ 40,59¢ $ 27,27¢  $ 2493¢ $ 29,31: % 21,25¢
@ Long-lived asset impairment in 2009 consisted $1850,000 non-cash charge relating to the write-dofathe carrying value of the
TowerJazz prepaid wafer credit.
@ Restructuring costs of $181,000 in 2013 were rdlatehe Company's effort to consolidate and stienits engineering organizatic

The restructuring cost of $59,000 in 2009 consistealdditional severance benefits relating to #&tructuring costs that occurred in
the second quarter of 2008.

® During the first quarter of 2010, the Company s&)@,000 of TowerJazz ordinary shares which resutedgain of $993,000. During
the second quarter of 2013, the Company sold itsaiging 42,970 TowerJazz ordinary shares whiclecéthe 1-to-15 reverse stock
split. This sale resulted in a gain of $181,000 .
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

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

Overview

We develop and market low-power customizable sengigotor solutions that enable customers to diffiéméntheir products by
adding new differentiated features, extending attée in, and improving their visual experiencéhwtheir mobile, consumer and enterprise
products. Our targeted mobile market segmentsdecliablets, Smartphones, Wearables, and Mobilerfiaige. Our solutions typically fall
into one of three categories: Sensor Hubs, Disatal/Visual Enhancement, and Smart Connectivity aVéea fabless semiconductor company
designing Customer Specific Standard Products S8R, which are complete, custorapecific solutions that include a combination ¢iten
solution platforms; Proven System Blocks, or PSBstomer-specific logic; software drivers; and fivare. Our main platform families,
ArcticLink and PolarPro, are standard silicon praiduPSBs that have been developed and that aitatdgdo customers include our Flexible
Fusion Engine, or FFE, Sensor Manager and Commtimicilanager; Visual Enhancement Engine, or VEEpy Power Optimizer, or
DPO, and Background Color Compensator (BCC) teduies; SDHD/eMMC Host Controllers; USB 2.0 On-The-@ith PHY; MIPI
Host/Device with DPHY, LVDS, High Speed UARTS; RuM/idth Modulators; SPI and 12C hosts, display-fgefunctions such as RGB-
split; and Data Performance Manager, or DPM, faetarated sideloading times. The variety of PSBsrefl by us allows system designers to
combine multiple discrete chips onto a single C&8Rplifying design and board layout, lowering BQgst, and accelerating time-to-market.
The programmable logic of the platforms is usedafitding differentiated features and provides fléitjhto address hardware-based product
requirements quickly.

Utilizing a focused customer engagement model, wekat CSSPs to Original Equipment Manufacturer§BMs, and Original
Design Manufacturers, or ODMs, that offer diffeiateéd mobile products, and to processor vendorkiagsto expand their served available
market through the deployment of reference dedigtiseir customers. Our solutions enable OEMs abD#/®to add new features, extend
battery life, and improve the visual experiencéheir handheld mobile devices. In addition to wogkdirectly with our customers, we partner
with other companies with expertise in certain tethgies to develop additional intellectual propereference platforms and system software
to provide application solutions.

We also work with mobile processor manufacturedd@nsensor fusion and context awareness algoriwelopers in the
development of reference designs or “Catalog” CS$R®ugh reference designs that incorporate ol 8R3Swe believe mobile processor
manufacturers and sensor algorithm companies gaemneixthe served available market for their respegtioducts. Furthermore, should a
CSSP development for a processor manufacturer aseisor algorithm company be applicable to afsedtimmon OEMs or ODMs, we can
amortize our R&D investment over that set of OEM3K. We call this type of solution a Catalog CS$ke first such Catalog CSSP was
developed in conjunction with Texas Instrumentsl itroduced to the market during the second Hal0d 2. We also announced two new
Catalog CSSPs in October of 2013 with our sengmrahm partner, Sensor Platforms Incorporated.aféeplacing a greater emphasis on
developing and marketing Catalog CSSPs.

In order to grow our revenue from its current leved depend upon increased revenue from our nedupts including existing new
product platforms and platforms currently in deypsi@nt. We expect our business growth to be driye@BSPs and our CSSP revenue growt
needs to be strong enough to enable us to sust#itapility while we continue to invest in the ddepment, sales and marketing of our new
solution platforms, PSBs and CSSPs. The gross masgiociated with our CSSPs is generally lower thamgross margin of our FPGA
products, due primarily to the price sensitive natf the higher volume mobile consumer opportesithat we are pursuing with CSSPs.

During 2013, we generated total revenue of $26lllomwhich represents a 74% increase over 20Q8r. new product revenue was
$18.2 million which represents a 208% increase @042 while our mature product revenue was $7.89anitvhich represents a 13% decrease
over 2012 . We shipped our new products into tbfesur targeted mobile market segments: Smartphdviekile Enterprise, and Tablets. We
anticipate that our revenue from mature produclscentinue to decline. Overall, we reported aloss of $12.3 million for 2013 .
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Critical Accounting Policies and Estimates

The methods, estimates and judgments we use igiag@ur most critical accounting policies havagngicant impact on the results
we report in our consolidated financial statemente SEC has defined critical accounting policieshese that are most important to the
portrayal of our financial condition and resultsopierations and require us to make our most diffed subjective judgments, often as a resu
of the need to make estimates of matters thaheréntly uncertain. Based on this definition, adtical policies include revenue recognition
including sales returns and allowances, valuatfdnwentories including identification of excessagities and product obsolescence, allow
for doubtful accounts, valuation of investmentduation of long-lived assets, measurement of stmaéed compensation, accounting for
income taxes, and estimating accrued liabilities. b#lieve that we apply judgments and estimatascionsistent manner and that such
consistent application results in consolidatedrfgial statements and accompanying notes that faggyesent all periods presented. However,
any factual errors or errors in these judgmentsemsticthates may have a material impact on our filshstatements.

Revenue Recognitic

We supply standard products which must be progragrimeéore they can be used in an application. OCaalyscts may be programmed
by us, distributors, end-customers or third parties

We recognize revenue as products are shippeddéaee of an arrangement exists, delivery has oeduthe sales price is fixed or
determinable, collection of the resulting receieaisl reasonably assured and product returns asemably estimable. Revenue is recognized
upon shipment of programmed and unprogrammed fmbisth OEM customers and distributors, provideat tbgal title and risk of ownership
have transferred. Parts held by distributors masehaned for quality reasons only under our stash@aarranty policy.

Valuation of Inventories

Inventories are stated at the lower of standartd@oset realizable value. Standard cost approxsattual cost on a first-in, first-out
basis. We routinely evaluate quantities and vatidiesir inventories in light of current market cotimiis and market trends and record reserve:
for quantities in excess of demand and productlebsence. The evaluation may take into considerdtistoric usage, expected demand,
anticipated sales price, the stage in the prodfigctycle of our customers' products, new prodasteopment schedules, the effect new
products might have on the sale of existing proglymtoduct obsolescence, customer design actatgtomer concentrations, product
merchantability and other factors. Market condisi@me subject to change. Actual consumption ofritwées could differ from forecasted
demand and this difference could have a materiphthon our gross margin and inventory balancesdas additional provisions for excess
or obsolete inventories or a benefit from invergsmpreviously written down. We also regularly rewibe cost of inventories against estimatec
market value and record a lower of cost or marksenrve for inventories that have a cost in excésstonated market value, which could have
a material impact on our gross margin and invenbaignces based on additional write-downs to redizable value or a benefit from
inventories previously written down.

Our semiconductor products have historically hadimsually long product life cycle and obsolescem® not been a significant
factor in the valuation of inventories. However was pursue opportunities in the mobile market amttioue to develop new products, we
believe our new product life cycle will be shoréerd increase the potential for obsolescence. Afgignt decrease in demand could result il
increase in the amount of excess inventory on halidough we make every effort to ensure the aaourd our forecasts of future product
demand, due to our small customer base and lili&8EP engagements, any significant unanticipatedgesain demand could have a
significant impact on the value of our inventondamur results of operations.

Valuation of Long-Lived Assets

We assess annually whether the value of identéiatibngibles and long-lived assets, including propand equipment, has been
impaired and when events or changes in circumssandgate that the carrying value of an assessetagroup may not be recoverable. There
were no significant factors that triggered an impa&int review during the fiscal year 2013 .

Our assessment of possible impairment is basedioahility to recover the carrying value of an asseasset group from their
expected future pre-tax cash flows, undiscountebvéaithout interest charges, of the related openatidf these cash flows are less than the
carrying value of the asset or asset group, wegrgze an impairment loss for the difference betwestmated fair value and carrying value,
and the carrying value of the related assets isaedi by this difference. The measurement of impaitmequires management to estimate
future cash flows and the fair value of long-livessets.
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Stock-Based Compensation

We account for stock-based compensation underrthasions of the amended authoritative guidanceratated interpretations which
require the measurement and recognition of expestaged to the fair value of stock-based compeosativards. The fair value of stock-based
compensation awards is measured at the grant ddteeemeasured upon modification, as appropriaggeiinining the appropriate fair value
model and calculating the fair value of stock-baaedrds at the date of grant require judgment.

We use the Blaclscholes option pricing model to estimate the falue of employee stock options and rights to pwseltshares und
the Company's 2009 Stock Plan and 2009 Employesk $torchase Plan, or ESPP, consistent with theégoms of the amended authoritative
guidance. This fair value is expensed on a strdightbasis over the requisite service period efdatwvard. Using the Black-Scholes pricing
model requires us to develop highly subjective aggions including the expected term of awards, etqebvolatility of our stock, expected
risk-free interest rate and expected dividend ot the term of the award. Our expected term afrdwis based primarily on our historical
experience with similar grants. Our expected sgrite volatility for both stock options and ESPRugs is based on the historic volatility of
our stock, using the daily average of the openmy@osing prices and measured using historica dppropriate for the expected term. The
risk-free interest rate assumption approximatesittkefree interest rate of a Treasury Constantuvist bond with a maturity approximately
equal to the expected term of the stock option®IPE shares.

In addition to the assumptions used in the BlackeSss pricing model, the amended authoritative giie requires that we recognize
compensation expense only for awards ultimatelyeetaa to vest; therefore we are required to devatopstimate of the historical pre-vest
forfeiture experience and apply this to all stoelséd awards. The fair value of restricted stockrdsyaor RSAs, and restricted stock units, or
RSUs, is based on the closing price of our comntockon the date of grant. RSA and RSU awards whésh with service are expensed over
the requisite service period. RSAs and RSU awaldshware expected to vest based on the achievesharperformance goal are expensed
over the estimated vesting period. We regularlyew\the assumptions used to compute the fair vafweir stock-based awards and we revise
our assumptions as appropriate. In the event #saitrmaptions used to compute the fair value of aurkdbased awards are later determined t
inaccurate or if we change our assumptions sigmifly in future periods, stodkased compensation expense and our results oftimperaoulc
be materially impacted. See Note 11 of our conatdid financial statements.

Accounting for Income Tax

As part of the process of preparing our finandiatesnents, we are required to estimate our inca@xestin each of the jurisdictions in
which we operate. This process involves estimatingactual current tax exposure together with a&sgdemporary differences resulting from
different tax and accounting treatment of itemshsas deferred revenue, allowance for doubtful aetx) the impact of equity awards,
depreciation and amortization, and employee relateduals. These differences result in deferrecssets and liabilities, which are included
on our balance sheets. We must then assess thikdid@ that our deferred tax assets will be recegidrom future taxable income and to the
extent we believe that recovery is not likely, westestablish a valuation allowance. To the extenestablish a valuation allowance or
increase this allowance in a period, we must irelad expense within the tax provision in the stat@sof operations.

Significant management judgment is required in mheil@ing our provision for income taxes, our defdrtax assets and liabilities and
any valuation allowance recorded against our nietrdid tax assets. Our deferred tax assets, cogsigimarily of net operating loss
carryforwards, amounted to $63.6 million as of¢hel of 2013 . We have also recorded a valuati@walhce of $63.5 million as of the end of
2013 due to uncertainties related to our abilitytibze our U.S. deferred tax assets before thgyre. The valuation allowance is based on the
uncertainty of our estimates of taxable income thiedperiod over which we expect to recover our idetetax assets.
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Results of Operations

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

Statements of Operations:

Revenue

Cost of revenue

Gross profit

Operating expenses:
Research and development
Selling, general and administrative
Restructuring costs

Income (loss) from operations

Gain on sale of TowerJazz Semiconductor Ltd.

Interest expense

Interest income and other expense, net
Income (loss) before income taxes
Provision for (benefit from) income taxes

Net income (loss)
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Fiscal Years

10C % 10C % 10C %
66 % 53 % 41%
34% 47 % 59 %
32% 53 % 47 %
46 % 7C% 48 %
1% — % — %
(45)% (82)% (36)%
1% — % — %
— % — % — %
(L)% L)% )%
(45)% (83)% (36)%
2% — % — %
@7% (83)% (36)%
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Comparison of Fiscal Years 2013 and 2012

Revenue The table below sets forth the changes in revémuiiscal year 2013 as compared to fiscal yedr22(n thousands, except
percentage data):

Fiscal Years
2013 2012
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change

Revenue by product family:
New products $ 18,21¢ 7% $ 5,92( 4% $ 12,29¢ 20€ %
Mature products 7,85¢ 30% 9,02¢ 6C% (1,171 (13)%

Total revenue $ 26,07: 10% $ 14,94« 100% $ 11,12¢ 74%

@ For all periods presented: New products includeifirink, ArcticLink 11, ArcticLink 11, Eclipse 1l, PolarPro, PolarPro I, and QuickPCI
II. Mature products include Eclipse, EclipsePIuaSiC 1, pASIC 2, pASIC 3, QuickFC, QuickMIPS, Quitkl, QuickRAM, and V3, as
well as royalty revenue, programming hardware arfthare.

The increase in new product revenue was primatiy to shipments to Samsung which has designed mticink 111 VX product
into a new tablet platform. Revenue generated fBamsung accounted for 80% of our new product revand 56% of our total revenue in
2013. The decrease in mature product revenue ipiimarily to reduced orders from our customeragnospace, test and instrumentation
sectors.

In order to grow our revenue from its current levet depend upon increased revenue from our nedupts, especially revenue from
CSSPs designed using our ArcticLink, ArcticLinkArcticLink 1ll, PolarPro and PolarPro Il solutigniatforms and the development of
additional new products and CSSPs.

We continue to seek to expand our revenue, inctudursuing high-volume sales opportunities in @augét market segments, by
providing CSSPs incorporating intellectual propestigh as our VEE/DPO technologies, or industrydseshinterfaces such as USB 2.0 OTG,
MIPI, LVDS, SDIO, Camera Interface, or CAMIF, 126PI, PWM and keyboard controllers. Our industrghiaracterized by intense price
competition and by lower margins as order volumesdase. While winning large volume sales oppotigesiwill increase our revenue, we
believe these opportunities may decrease our gradis as a percentage of revenue.

Gross Profit. The table below sets forth the changes in grosft por fiscal year 2013 as compared to fiscalry2@12 (in thousands,
except percentage data):

Fiscal Years
2013 2012
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change
Revenue $ 26,07 10(% $ 14,94 100% $ 11,12¢ 74%
Cost of revenue 17,30¢ 6€% 7,87¢ 53% 9,42 12(%
Gross Profit $ 8,761 34% $ 7,06¢ 47% $ 1,701 24%

The decrease in gross profit in 2013 as compar@01@ was due to customer and product mix includitggh concentration of
revenue from Samsung, higher inventory reserve higtter unabsorbed overhead. In addition, the dseré gross profit was partially offset
by the sale of previously reserved inventories5#6000 and $599,000 in 2013 and 2012 , respegtivel

Our semiconductor products have historically hdmhg product life cycle and obsolescence has ne laesignificant factor in the
valuation of inventories. However, as we pursuecofymities in the mobile market and continue toadlep new CSSPs and products, we
believe our product life cycle will be shorter andrease the potential for obsolescence. We atpalady review the cost of inventories against
estimated market value and record a lower of costarket reserve for
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inventories that have a cost in excess of estinratdet value. This could have a material impacbwngross margin and inventory balances
based on additional write-downs to net realizalaller® or a benefit from inventories previously veittdown.

Operating ExpensesThe table below sets forth the changes in opayaipenses for fiscal year 2013 as compared talfigar 2012
(in thousands, except percentage data):

Fiscal Years
2013 2012
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change
R&D expense $ 8,37¢ 32% $ 8,74 58% $ (36¢) (4)%
SG&A expense 12,00: 4€% 10,48: 70% 1,521 15%
Restructuring costs 181 1% — —% 181 10C %
Total operating expenses $ 20,55¢ 7% $ 19,22 12¢% $ 1,33¢ 7%

Research and Development Expen®err research and development expenses consisniiraf personnel, overhead and other cost:
associated with engineering process improvemeragrgmmable logic design, CSSP design and softdevelopment. Research and
development expense was $8.4 million and $8.7 anilin 2013 and 2012 , respectively, which repres82% and 59% of revenue for those
periods. The $368,000 decrease in R&D expense8lB @s compared to 2012 is attributable primadilg $1.6 million decrease in outside
services due to a reduction in third-party chipigiesosts. This decrease was partially offset Bg%0,000 increase in compensation expense:
due to an increase in headcount; a $211,000 iretiaagockbased compensation; a $86,000 increase in occugastyand a $35,000 incre:
in purchased intellectual property.

Selling, General and Administrative Expen§aur selling, general and administrative expensesisoprimarily of personnel and
related overhead costs for sales, marketing, fieaadministration, human resources and legal.r@gltjieneral and administrative, or SG&A,
expense was $12.0 million and $10.5 million in 2@h8l 2012 , respectively, which represented 46%/886of revenue for those periods. T
$1.5 million increase in SG&A expenses in 2013@swpared to 2012 is attributable primarily to a $hillion increase in executive bonus
accruals and a $460,000 increase in occupancy. ddstse increases were partially offset by a deere&$288,000 in stock-based
compensation expenses in 2013.

Restructuring Costdn an effort to consolidate and streamline its aagring organization, the Company incurred restinirag costs o
$181,000 in 2013 to pay for employee severancefiigne

Gain on Sale of TowerJazz Shar@sring the second quarter of 2013, the Company is®lémaining 42,970 TowerJazz ordinary
shares which reflect the 1-to-15 reverse stock.sfiis sale resulted in a gain of $181,000 .

Interest Expense and Interest Income and Other fiSgenet

The table below sets forth the changes in intengsénse and interest income and other expenstar913 as compared to 2012 :

Fiscal Years Change
2013 2012 Amount Percentage
(in thousands)
Interest expense $ 54 ¢ 61 % 7 (11)%
Interest income and other expense, net (157) (77) (80) 104 %
$ (211) $ (138) 9 (73) 53%

The decrease in interest expense is due primartlye decrease of our capital software lease diigéo $310,000 in 2013 from
$426,000 in 2012 . The change in interest incontkadher expense, net was due primarily to an irsered foreign exchange losses in 2013 as
compared to 2012 .

We conduct a portion of our research and developmdivities in Canada and India and we have salesmarketing activities in
various countries outside of the United States.tNbghese international expenses are incurreddallcurrency.
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Foreign currency transaction gains and losseshaheded in interest and other income (expense) asethey occur. We do not use derivative
financial instruments to hedge our exposure tadiations in foreign currency and, therefore, ogules of operations are and will continue to
be susceptible to fluctuations in foreign exchaggies or losses.

Provision for Income Taxeslhe table below sets forth the changes in proviforibenefit from) income taxes for 2013 as corepar
to 2012 :

Fiscal Years Change
2013 2012 Amount Percentage
(in thousands)
Income tax provision $ 458§ 18 3 437 2,42¢%

The income tax expense for 2013 and 2012 is priynfmi our foreign operations which are cost-plugitees. Included within the
provision for income taxes for 2013 is a chargthsamount of $273,000 relating to our investmerfowerJazz. This expense was previousl
recorded as a component of other comprehensivenaamnd reclassified to the provision for income=taMpon the sale of our investment in
TowerJazz.

As of the end of 2013, our ability to utilize durS. deferred tax assets in future periods is wareand, accordingly, we have
recorded a full valuation allowance against thatesl U.S. tax asset. We will continue to assessetilezability of deferred tax assets in future
periods.

The American Taxpayer Relief Act of 2012, which veasicted on January 2, 2013, extended the Fedsednch tax credit
retroactively for two years from January 1, 20ldtigh December 31, 2013. There was no impact tcntfmne tax provision for this
enactment in the year ended December 29, 2013odihe tvaluation allowance recorded against our Heferred tax assets.

Comparison of Fiscal Years 2012 and 2011

Revenue The table below sets forth the changes in revémuiiscal year 2012 as compared to fiscal yedrl2(n thousands, except
percentage data):

Fiscal Years
2012 2011
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change

Revenue by product famify:
New products $ 5,92( 0% $ 5,32¢ 25% $ 594 11%
Mature products 9,02¢ 60% 15,64 75% (6,61 (42)%

Total revenue $ 14,94« 10% $ 20,96¢ 100% $ (6,02 (29%

@ For all periods presented: New products includeifirink, ArcticLink 11, ArcticLink 11, Eclipse Il, PolarPro, PolarPro I, and QuickPCl
[I. Mature products include Eclipse, EclipsePIuaSpC 1, pASIC 2, pASIC 3, QuickFC, QuickMIPS, Quil, QuickRAM, and V3, as
well as royalty revenue, programming hardware arfthare.

The decrease in revenue was mainly due to the ageiia mature product revenue. The lower maturdystaevenue was a result of
low bookings from our customers in the aerospas,and instrumentation sectors in 2012. One ofo8r customers, purchasing primarily
pASIC 3 devices, accounted for 14% and 15% of t@atnue in fiscal years 2012 and 2011, respegtivel

In order to grow our revenue from its current lewved depend upon increased revenue from our nedupts, especially revenue from
CSSPs designed using our ArcticLink, ArcticLinkAlrcticLink 1lI, PolarPro and PolarPro Il solutiglatforms and the development of
additional new products and CSSPs.

We continue to seek to expand our revenue, inctudursuing high-volume sales opportunities in augét market segments, by
providing CSSPs incorporating intellectual propestigh as our VEE/DPO technologies, or industrydseahinterfaces such as USB 2.0 OTG,
MIPI, LVDS, SDIO, Camera Interface, or CAMIF, I26PI, PWM and keyboard controllers. Our industrgharacterized by intense price
competition and by lower margins as order volumesaase. While winning large volume sales oppotigsiwill increase our revenue, we



believe these opportunities may decrease our gradis as a percentage of revenue.

Gross Profit. The table below sets forth the changes in grosft por fiscal year 2012 as compared to fiscalry2@11 (in thousands,
except percentage data):

Fiscal Years
2012 2011
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change
Revenue $ 14,94« 100% $ 20,96¢ 100% $ (6,025 (29%
Cost of revenue 7,87¢ 53% 8,511 41% (639 (8)%
Gross Profit $ 7,06¢ 47% $ 12,45 5% $ (5,38¢) (43)%

The decrease in gross profit in 2012 as compar@01d was mainly due to lower revenue, higher uoddesi overhead and the mix of
products shipped in 2012. In addition, the decré@ageoss profit was partially offset by the safgreviously reserved inventories of $599,000
and $336,000 in 2012 and 2011, respectively.

Our semiconductor products have historically hémhg product life cycle and obsolescence has ne laesignificant factor in the
valuation of inventories. However, as we pursuecofymities in the mobile market and continue toadep new CSSPs and products, we
believe our product life cycle will be shorter andrease the potential for obsolescence. We atpalady review the cost of inventories against
estimated market value and record a lower of costarket reserve for inventories that have a cositess of estimated market value. This
could have a material impact on our gross margthiaventory balances based on additional write-dotemnet realizable value or a benefit
from inventories previously written down.

Operating ExpensesThe table below sets forth the changes in opayaipenses for fiscal year 2012 as compared talfigar 2011
(in thousands, except percentage data):

Fiscal Years
2012 2011
% of Total % of Total Year-Over-Year
Amount Revenues Amount Revenues Change
R&D expense $ 8,74: 5¢% $ 9,83¢ 47% $ (2,099) (12)%
SG&A expense 10,48: 7C% 9,96¢ 48% 51€ 5%
Total operating expenses $ 19,22« 12¢% $ 19,80: 95% $ (577 (3)%

Research and Development Expen®eir research and development expenses consisaniiiraf personnel, overhead and other costs
associated with engineering process improvemeragrammable logic design, CSSP design and softdewelopment. Research and
development expense was $8.7 million and $9.8anilin 2012 and 2011, respectively, which represeb8% and 47% of revenue for those
periods. The $1.1 million decrease in R&D expernseD12 as compared to 2011 is attributable pripémia $1.2 million decrease in outside
services due to a reduction in third party chipigiesosts and a $465,000 decrease in intellecraglgoty costs. These decreases were partiall
offset by a $544,000 increase in compensation esggedue to an increase in headcount.

Selling, General and Administrative Expengaur selling, general and administrative expensesisbprimarily of personnel and
related overhead costs for sales, marketing, fieaadministration, human resources and legal.riggltjeneral and administrative, or SG&A,
expense was $10.5 million and $10.0 million in 2@h2 2011, respectively, which represented 7094804 of revenue for those periods. The
$516,000 increase in SG&A expenses in 2012 as cadpa 2011 is attributable primarily to a $351,00€rease in compensation expenses
due to an increase in headcount and a $312,008aserin stock-based compensation expenses. Tliesadas were partially offset by a
decrease of $49,000 in equipment and supplies5®88 decrease in travel and entertainment expeasdsa $37,000 decrease in occupancy
costs.

Interest Expense and Interest Income and Other iS@ee

The table below sets forth the changes in intenggense and interest income and other expensfrri2212 as compared to 2011:

Fiscal Years Change

2012 2011 Amount Percentage

(in thousands)
Interest expense $ 61) $ (36) $ (25) 63 %
Interest income and other expense, net (77) (159 82 (52)%




$ (13¢) $ (195) $ 57 (29)%

The increase in interest expense is due primasithhé increase of our capital software lease otitigao $426,000 in 2012 from
$287,000 in 2011. The change in interest incomegtner expense, net was due primarily to a decriea®eeign exchange losses in 2012 as
compared to 2011.

We conduct a portion of our research and developgivities in Canada and India and we have saiesmarketing activities in
various countries outside of the United States.t\bthese international expenses are incurreddallcurrency. Foreign currency transaction
gains and losses are included in interest and atbeme (expense), net, as they occur. We do reotlesvative financial instruments to hedge
our exposure to fluctuations in foreign currency,aherefore, our results of operations are antlogittinue to be susceptible to fluctuations in
foreign exchange gains or losses.

Provision for Income Taxeslhe table below sets forth the changes in provifoiibenefit from) income taxes for 2012 as corepar
to 2011:

Fiscal Years Change

2012 2011 Amount Percentage

(in thousands)

Income tax provision $ 18 % 50 $ (32 (64)%

The income tax expense for 2012 and 2011 are piinfar our foreign operations which are cost-plrtities. As of the end of 2012,
our ability to utilize our U.S. deferred tax assatfuture periods is uncertain and, accordinglg, lvave recorded a full valuation allowance
against the related U.S. tax asset. We will comtittuassess the realizability of deferred tax asadtture periods.
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Liquidity and Capital Resources

We have financed our operations and capital investsithrough sales of common stock, warrants tohase our common stock,
capital and operating leases, bank line of cradit@ash flow from operations. As of December 29,20our principal sources of liquidity
consisted of our cash and cash equivalents of $81lién and available credit under our revolvingd of credit with Silicon Valley Bank of
$5.0 million . As of December 29, 2013 , thereasmaterial difference between the fair value arddérrying amount of capital software
leasing arrangements. The borrowing under the Cagipéine of credit is subject to maintaining agéte net worth of at least $15.0 million ,
unrestricted cash or cash equivalent balance lekat $8.0 million and a quick ratio of 2-to-1. \Wave extended the term of the revolving debt
facility until June 27, 2014 . Upon each advanbe,&Gompany can elect a fixed interest rate, wridhe prime rate plus the prime rate margin,
or a fixed rate which is LIBOR plus the LIBOR raargin. We were in compliance with all loan covesas of the end of the current
reporting period. As of December 29, 2013 the Camygsas $1.0 million of revolving debt with an irest rate of 3.75%.

Most of our cash and cash equivalents were invastad).S. Treasury money market fund rated AAAn@AQ@ur interesbearing det
consisted of $310,000 outstanding under capitahsoé leases (see Note 6 of the Consolidated FialaBtatements). During the second
quarter of 2013, we sold our remaining 42,970 shafd owerJazz for cash proceeds of $265,000.

Cash balances held at our foreign subsidiaries agpeoximately $882,000 and $461,000 at Decembe2@B3 and December 30,
2012 , respectively. Earnings from our foreign &dibsies are currently deemed to be indefiniteipvested. We do not expect such
reinvestment to affect our liquidity and capitadaarces, and we continually evaluate our liquidieds and ability to meet global cash
requirements as a part of our overall capital dgplent strategy. Factors which affect our globaltehdeployment strategy include anticipatec
cash flows, the ability to repatriate cash in ad#icient manner, funding requirements for openasgi and investment activities, acquisitions
divestitures and capital market conditions.

Net Cash from Operating Activiti

In 2013, net cash used for operating activities $& 1 million and resulted from changes in workiagital offset by a net loss of
$12.3 million which included $4.1 million in nonsfacharges. These non-cash charges included vaitesiof inventories in the amount of
$551,000 to reflect excess quantities, depreciaimhamortization of our long-lived assets of $thiBion , and stock-based compensation of
$2.0 million . In addition, changes in working dapiaccounts used cash of $748,000 as a result inicaease in accounts receivable of $2.0
million , an increase in inventory of $1.7 milligmnd an increase in accounts payable of $1.4amilli

In 2012, net cash used for operating activities $&3 million and resulted from changes in workaoagital offset by a net loss of
$12.3 million which included $3.6 million in nonsfacharges. These non-cash charges included vanitesiof inventories in the amount of
$447,000 to reflect excess quantities, depreciaimhamortization of our long-lived assets of $thillion, and stock-based compensation of
$2.0 million. In addition, changes in working capbiaccounts provided cash of $6,000 as a resualtdefcrease in accounts receivable of
$333,000, a decrease in inventory of $289,000 zad€lcrease in accounts payable of $654,000.

In 2011, net cash used for operating activities $5 million and resulted from changes in workaagital offset by a net loss of $8.0
million which included $3.7 million in non-cash eas. These non-cash charges included write-doinventories in the amount of
$710,000 to reflect excess quantities, depreciatimhamortization of our long-lived assets of $tillion, and stock-based compensation of
$1.7 million. In addition, changes in working capbihccounts used cash of $1.4 million as a re$uatdecrease in accounts receivable of $2.6
million, increase in inventory of $1.1 million, amtrease in accounts payable of $312,000. Theseuses were partially offset by a decrease
in deferred royalty revenue of $320,000.

Net Cash from Investing Activiti

Net cash used by investing activities for 2013 §h$ million , resulting primarily from $1.3 millioin cash used for capital
expenditures to acquire manufacturing equipmentiwhias offset by $265,000 in proceeds from the glowerJazz Shares.

In 2012 and 2011, net cash used for investing iieswvas $1.2 million and $896,000, respectivalya result of capital expenditures
made primarily to acquire software used in the igpraent and production of our products and solwgion
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Net Cash from Financing Activitit

In 2013, net cash provided by financing activitiess $24.9 million , resulting from $23.1 milliof et proceeds related to the
issuance of common shares under the underwrittblicprffering; $1.0 million borrowed under a revirlg debt facility with an interest rate of
3.75%; and $1.0 million of proceeds related toitls@ance of common shares to employees under aity gdgns. These proceeds were offset
by payments of $216,000 under the terms of ourtabgdftware lease obligations.

In 2012, net cash provided by financing activitiess $12.3 million, resulting from $12.7 million pfoceeds related to the issuance of
common shares under a confidentially marketed wmitgen offering and to employees under our eqplans, partially offset by payments of
$452,000 under the terms of our capital softwaasdeobligations.

In 2011, net cash provided by financing activitiess $1.6 million, resulting from $2.0 million ofgreeds related to the issuance of
common shares to employees under our equity pemsally offset by payments of $408,000 undertttens of our debt and capital software
lease obligations.

We require substantial cash to fund our businessdter, we believe that our existing cash and easiivalents, together with
available financial resources from the revolvingelof credit facility and our access to capital kets, will be sufficient to satisfy our operatir
and capital expenditures over the next twelve manlfiter the next twelve months, our cash requireheill depend on many factors
including our level of revenue and gross profig tharket acceptance of our existing and new predtia levels at which we maintain
inventories and accounts receivable, costs of segaccess to adequate manufacturing capacity pneduct development efforts, capital
expenditures and the level of our operating expense

Contractual Obligations and Commercial Commitments

The following table summarizes our contractual gdgions and commercial commitments as of the erf&aD8 and the effect such
obligations and commitments are expected to haweuotiquidity and cash flows in future fiscal paus (in thousands):

Payments Due by Period

More than

Total Less than 1 year 1-3 Years 3 Years
Contractual cash obligations:
Operating leases $ 1,82¢ % 90€ $ 92 % —
Wafer purchase$ 10,77: 10,77: — —
Other purchase commitments 701 701 — —
Total contractual cash obligations 13,30: 12,37¢ 92¢ —
Other commercial commitmerits
Revolving line of credit 1,00(¢ 1,00¢ — —
Capital software lease obligations 31C 177 13z —
Total commercial commitments 1,31C 1,17 13¢ —
Total contractual obligations and commercial
commitments’ $ 14,61, % 13,55 $ 1,05¢ $ —

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

and pay for a portion of forecasted wafer volumef&¥ purchase commitments of $10.8 million incléid® purchase commitments
and a portion of our forecasted wafer starts dhetnd of 2013 .

@ Other commercial commitments are included as li#sl on our balance sheets as of the end of 2013

® Does not include unrecognized tax benefits of $7®#s of the end of 201Bee Note 8 of our consolidated financial states:

Concentration of Suppliers

We depend on a limited number of contract manufacsy subcontractors, and suppliers for wafer &albion, assembly, programming
and testing of our devices, and for the supplyropamming equipment. These services are typically
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provided by one supplier for each of our devices. §nerally purchase these single or limited soseceices through standard purchase
orders. Because we rely on independent subcontsatcigerform these services, we cannot directhtrob product delivery schedules, costs or
quality levels. Our future success also depends@financial viability of our independent subcaatiors. These subcontract manufacturers
produce products for other companies and we masepdrders in advance of expected delivery. Asaltieve have only a limited ability to
react to fluctuations in demand for our productlsicl could cause us to have an excess or a shartagesntories of a particular product, and
our ability to respond to changes in demand istéchby these suppliers' ability to provide prodweith the quantity, quality, cost and
timeliness that we require. The decision not tosjaie these services to us or the inability to syppése services to us, such as in the case of
natural or financial disaster, would have a sigaifit impact on our business. Increased demanddtbaer companies could result in these
subcontract manufacturers allocating available cigp&o customers that are larger or have long-tsupply contracts in place and we may be
unable to obtain adequate foundry and other capat#cceptable prices, or we may experience delaygerruption in supply. Additionally,
volatility of economic, market, social and politic@nditions in countries where these suppliergaigemay be unpredictable and could rest

a reduction in product revenue or increase our @ostvenue and could adversely affect our busirfesancial condition and results of
operations.

Off-Balance Sheet Arrangements

We do not maintain any off-balance sheet partnpsshirrangements or other relationships with unalafeted entities or others, often
referred to as structured finance or special pwegugities, which are established for the purpddaailitating off-balance sheet arrangements
or other contractually narrow or limited purposes.

Recently Issued Accounting Pronouncements

In February 2013, the Financial Accounting Standd@dard, or FASB, issued guidance on disclosureireqpents for items
reclassified out of Accumulated Other Compreheniigeme (“AOCI”). This new guidance requires entities to presertig¢eivn the face of tl
income statement or in the notes) the effects eritle items of the income statement for amourtkassified out of AOCI. The new guidance
became effective for the Company beginning DeceribeP012. The Company adopted this guidance potispdy in its interim period ended
March 31, 2013 (see Note 12 to the Consolidatedrigial Statements).

In March 2013, the FASB issued guidance on a parantounting for the cumulative translation adpestt upon derecognition of a
subsidiary or group of assets within a foreigntgnihis new guidance requires that the parenasg@ny related cumulative translation
adjustment into net income only if the sale or $fanresults in the complete or substantially catepliquidation of the foreign entity in which
the subsidiary or group of assets had resided Cidmepany will adopt the new guidance in its intepariod ending March 30, 2014. The
adoption of this guidance is not expected to haneterial impact on the Company’s consolidatedrfoia statements.

In July 2013, the FASB issued guidance on the ptatien of an unrecognized tax benefit when a petating loss carryforward
exists. Under this guidance, an unrecognized taefiteor a portion of an unrecognized tax bensfipuld be presented in the financial
statements as a reduction to a deferred tax amsetrfet operating loss carryforward. This guidasaffective for the Company beginning a
December 15, 2013. Other than the change in pratgemiwvithin the Consolidated Balance Sheet, tkis guidance will not have an impact on
the consolidated financial statements.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Interest Rate Risk

Our exposure to market rate risk for changes ieradt rates relates primarily to our investmentfplio and variable rate debt. We do
not use derivative financial instruments to manageinterest rate risk. We are adverse to prindiped and ensure the safety and preservatior
of invested funds by limiting default, market riskd reinvestment risk. Our investment portfoligémerally comprised of investments that
meet high credit quality standards and have as@o®ndary and resale markets. Since these sesuanidesubject to interest rate risk, they ci
decline in value if interest rates fluctuate athié liquidity of the investment portfolio were thange. Due to the short duration and conserv
nature of our investment portfolio, we do not aiptite any material loss with respect to our investoportfolio. A 10% move in interest rates
as of the end of 2013 would have had an immatefiatt on our financial position, results of operas and cash flows.

Foreign Currency Exchange Rate Risk

All of our sales and cost of manufacturing are geated in U.S. dollars. We conduct a portion ofresearch and development
activities in Canada and India and have sales ar#tating offices in several locations outside & tnited States. We use the U.S. dollar as
our functional currency. Most of the costs incuragédhese international locations are in local ency. If these local currencies strengthen
against the U.S. dollar, our payroll and other l@sgenses will be higher than we currently antitép Since our sales are transacted in U.S.
dollars, this negative impact on expenses wouldeatffset by any positive effect on revenue. Ofiegaexpenses denominated in foreign
currencies were approximately 19%, 19% and 16%taf bperating expenses in 2013 , 2012 and 204dpectively. A majority of these
foreign expenses were incurred in Japan and CaBaciarrency exchange rate fluctuation of 10% wdudete caused our operating expenses |
change by approximately $400,000 in 2013 .
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Report of Independent Registered Public Accountindrirm
To the Board of Directors and Shareholders of Quogjc Corporation:

In our opinion, the consolidated financial statetadisted in the accompanying index present faifall material respects, the
financial position of QuickLogic Corporation and gubsidiaries at December 29, 2013 and Decemb@03@, and the results of its operatic
and its cash flows for each of the three yearhénperiod ended December 29, 2013 inconformity aittounting principles generally acceptec
in the United States of America. In addition, irr opinion, the financial statement schedule listethe index appearing under Item 15(a)(2)
presents fairly, in all material respects, the infation set forth therein when read in conjunctigth the related consolidated financial
statements. Also in our opinion, the Company maiet, in all material respects, effective interoantrol over financial reporting as of
December 29, 2013 based on criteria establishedenmnal Control - Integrated Framework (1992) estby the Committee of Sponsoring
Organizations of the Treadway Commission (COSOg Tbmpany's management is responsible for thespdial statements and financial
statement schedule, for maintaining effective imaécontrol over financial reporting and for itsassment of the effectiveness of internal
control over financial reporting, included in Maeagent's Annual Report on Internal Control Over Raial Reporting under Iltem 9A. Our
responsibility is to express opinions on theserfaia statements, on the financial statement sdeedud on the Company's internal control
over financial reporting based on our integrateditauWe conducted our audits in accordance wighstandards of the Public Company
Accounting Oversight Board (United States). Thdaadards require that we plan and perform the sdibbtain reasonable assurance about
whether the financial statements are free of matarisstatement and whether effective internal mdmiver financial reporting was maintained
in all material respects. Our audits of the finahstatements included examining, on a test bagidence supporting the amounts and
disclosures in the financial statements, assessagccounting principles used and significaninesties made by management, and evaluating
the overall financial statement presentation. Quditeof internal control over financial reportingciuded obtaining an understanding of interna
control over financial reporting, assessing thk timt a material weakness exists, and testingegatliating the design and operating
effectiveness of internal control based on thesseskrisk. Our audits also included performing satbler procedures as we considered
necessary in the circumstances. We believe thaaadits provide a reasonable basis for our opinions

A company'’s internal control over financial repodiis a process designed to provide reasonableaaesuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting princip
A companys internal control over financial reporting inclsdbose policies and procedures that (i) pertathéanaintenance of records tha
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetsofdmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@anith generally accepted accounting
principles, and that receipts and expendituref®ttbmpany are being made only in accordance witibaizations of management and
directors of the company; and (iii) provide readnaassurance regarding prevention or timely detectf unauthorized acquisition, use, or
disposition of the company’s assets that could lzanweterial effect on the financial statements.

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

/sl PricewaterhouseCoopers LLP

San Jose, California
March 6, 2014
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QUICKLOGIC CORPORATION
CONSOLIDATED BALANCE SHEETS
(in thousands, except par value amount)

December 29, December 30,
2013 2012
ASSETS
Current assets:
Cash and cash equivalents $ 37,40¢ $ 22,57¢
Short-term investment in TowerJazz Semiconductdr Lt — 34t
Accounts receivable, net of allowances for doutdftdounts of $0 and $20, respectively 3,261 1,24:
Inventories 4,13¢ 3,02¢
Other current assets 1,272 98¢
Total current assets 46,07t 28,17¢
Property and equipment, net 2,84( 2,65¢
Other assets 211 18€
TOTAL ASSETS $ 49,12¢ $ 31,02
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Revolving line of credit $ 1,000 $ —
Trade payables 3,57¢ 1,96¢
Accrued liabilities 3,51¢ 1,214
Current portion of capital software lease obligasio 177 16C
Total current liabilities 8,27¢ 3,33¢
Long-term liabilities:
Capital software lease obligations, less currentiqro 13z 26¢€
Other long-term liabilities 121 141
Total liabilities 8,52¢ 3,74¢
Commitments and contingencies (see Note 15)
Stockholders' equity:
Preferred stock, $0.001 par value; 10,000 shart®aped; no shares issued and outstanding — —
Common stock, $0.001 par value; 100,000 share®apntl; 53,788 and 44,506 shares issued and
outstanding, respectively 54 45
Additional paid-in capital 230,37 204,79
Accumulated other comprehensive income (loss) (12)
Accumulated deficit (189,829 (177,55
Total stockholders' equity 40,59¢ 27,27¢
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 49,12¢  $ 31,02

The accompanying notes form an integral part afel@onsolidated Financial Statements.
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QUICKLOGIC CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share amounts)

Statements of Operations:
Revenue
Cost of revenue
Gross profit
Operating expenses:
Research and development
Selling, general and administrative
Restructuring costs
Income (loss) from operations
Gain on sale of TowerJazz Semiconductor Ltd. Shares
Interest expense
Interest income and other expense, net
Income (loss) before income taxes
Provision for (benefit from) income taxes
Net income (loss)
Net Income (loss) per share:
Basic
Diluted
Weighted average shares:
Basic

Diluted

Fiscal Years
2013 2012 2011
(in thousands, except per share amount)

26,07: $ 14,94 20,96¢
17,30¢ 7,87¢ 8,51
8,76 7,06¢ 12,45
8,37t 8,74: 9,83¢
12,00: 10,48: 9,96¢
181 — —
(11,79)) (12,158 (7,349
181 — —
(54 (61) (36)
(157) (77) (159
(11,82) (12,29¢) (7,542)
45t 18 50
(12,276 $ (12,319 (7,594
(0.27) $ (0.29) (0.21)
0.27) $ (0.29) (0.2)
45,76: 41,83 36,79:
45,76 41,83 36,79:

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

Fiscal Years
2013 2012 2011
Net income (loss) $ (12,27¢ $ (12,319) $ (7,599
Other comprehensive gain (loss), net of tax:
Change in unrealized gain (loss) on available-fde-investments (See
Note 4) 11 (124 (509)
Total comprehensive Income (loss) $ (12,269 $ (12,439 $ (8,09))

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

Fiscal Years

2013 2012 2011

Cash flows from operating activities:
Net income (loss) $ (12,27¢ $ (12,319 % (7,599

Adjustments to reconcile net income (loss) to rehcprovided by (used for)
operating activities:

Depreciation and amortization 1,33¢ 1,22: 1,22(
Stock-based compensation 1,97¢ 2,00z 1,67¢
Write-down of inventories 551 447 71C
Gain on TowerJazz Semiconductor Ltd. Shares (181) — —
Tax effect on other comprehensive incoloss) 273 (63) —
Gain/loss on disposal of equipment 27 — 8
Write-off of equipment 96 25 10z
Bad debt expense (20 10 —
Changes in operating assets and liabilities:
Accounts receivable (1,999 333 2,55¢
Inventories (1,659 28¢ (1,130
Other assets (361) (87) 14C
Trade payables 1,37¢ (6549) 312
Accrued liabilities 1,81 14C (18%)
Deferred income — (8) (320
Other long-term liabilities (20 @) 24
Net cash provided by (used for) operating actisitie (9,056 (8,667) (2,49
Cash flows from investing activities:
Capital expenditures for property and equipment (1,257 (1,247 (89€)
Proceeds from sale provided by TowerJazz &amductor Ltd. shares 26t — —
Net cash provided by (used in) investing activities (992) (1,247 (896€)
Cash flows from financing activities:
Payment of capital software lease obligations (21€) (452) (40¢)
Stock issuance cost (2,219 — —
Proceeds from line of credit 1,00( — —
Proceeds from issuance of common stock cost 26,31 12,73 2,04¢
Net cash provided by (used in) financing activities 24,87¢ 12,27¢ 1,63¢
Net increase/(decrease) in cash and cash equisalent 14,82¢ 2,37t (1,759
Cash and cash equivalents at beginning of period 22,57¢ 20,20s 21,95¢
Cash and cash equivalents at end of period $ 37,40t $ 22,57¢ % 20,20:
Supplemental disclosures of cash flow information:
Interest paid $ 44 % 50 $ 43
Income taxes paid $ 10C $ 12 % 21
Supplemental schedule of non-cash investing arahéiimg activities :
Capital software lease obligation to finance cagixmenditures $ 31C % 42€¢ 3 287
Purchase of equipment included in accounts payable $ 33 % 1 % 371

The accompanying notes form an integral part afeh@onsolidated Financial Statements.
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QUICKLOGIC CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(in thousands)

Common Stock at Accumulated

Par Value Additional Other Total
Paid-In Comprehensive Accumulated Stockholders'
Shares Amount Capital Income (Loss) Deficit Equity

Balance at January 2, 2011 37,80¢ $ 38 $ 186,300 $ 61€ $ (157,64) $ 29,31
Common stock issued under stock plans and
employee stock purchase plans 83C 1 2,04¢ — — 2,04¢
Change in unrealized gain on available-for
sale securities — — — (509 — (509
Stock-based compensation — — 1,67¢ — — 1,67¢
Net income (loss) — — — — (7,599 (7,599
Balance at January 1, 2012 38,63¢ 39 190,02! 11z (165,239 24,93¢
Common stock issued under stock plans &
employee stock purchase plans 74¢ 1 1,147 — — 1,14¢
Private stock offering, net of issuance costs
and warrants 5,12z 5 9,34( — — 9,34t
Issuance of common stock from exercise ¢
warrants — — 2,23¢€ — — 2,23¢
Change in unrealized gain on available-for-
sale securities — — — (129 — (129
Stock-based compensation — — 2,04¢ — — 2,04¢
Net income (loss) — — — — (12,319 (12,319
Balance at December 30, 2012 44,50¢ 45 204,79° (12) (177,55 27,27¢
Common stock issued under stock plans and
employee stock purchase plans 54z 1 96¢ — — 96€
Private stock offering, net of issuance cosi
and warrants 8,74( 8 23,11¢ — — 23,12¢
Issuance of common stock warrants — — — — — —
Change in unrealized gain on available-for
sale securities (See Note 4) — — — 11 — 11
Stock-based compensation — — 1,49: — — 1,49:
Net income (loss) — — — — (12,27¢) (12,27¢)
Balance at December 29' 2013 53,785 $ 54 $ 230,37: $ —_— $ (189,82() $ 40,595

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

QuickLogic Corporation, referenced herein as Quakt or the Company, was founded in 1988 and reparated in Delaware in
1999. The Company develops and markets low powsgrammable solutions that enable customers to dftdehtiated features and
capabilities to their mobile, consumer and indaspiroducts. The Company is a fabless semicondectoipany that designs, markets, and
supports Customer Specific Standard Products, @RSSField Programmable Gate Arrays, or FPGAsjegijan solutions, associated design
software and programming hardware.

QuickLogic Corporation's fiscal year ends on thedgy closest to December 31. Fiscal years 20132 326d 2011 ended on
December 29, 2013, December 30, 2012 and Jadu212 , respectively.

Liquidity

The Company has financed its operations and capitastments through sales of common stock, capitdloperating leases, and
bank lines of credit. As of December 29, 2013 ,Gleenpany's principal sources of liquidity consistédts cash and cash equivalents of $37.4
million and $5.0 million in available credit undés revolving line of credit with Silicon Valley Bé which expires on June 27, 2014 .

The Company currently uses its cash to fund ititalbgxpenditures and operating losses. Based stnpeaformance and current
expectations, the Company believes that its exjstash and cash equivalents, together with avail@hncial resources from the revolving
line of credit with Silicon Valley Bank will be sfi¢ient to fund its operations and capital expemeis and provide adequate working capital fo
the next twelve months.

Over the longer term, based on current expectatiegerding revenue growth and margin improveméetGompany believes that its
existing cash and cash equivalents, together witintial resources from its revolving line of ctadlith Silicon Valley Bank and its ability to
sell additional shares to capital markets will b#fisient to satisfy its operations and capital emgitures.

The Company's liquidity is affected by many factioduding, among others: the level of revenue girass profit as a result of the
cyclicality of the semiconductor industry; the cension of design opportunities into revenue; masgiegeptance of existing and new products
including CSSPs based on its ArcticLifiland PolarPr@ solution platforms; fluctuations in revenue assuteof product end-of-life;
fluctuations in revenue as a result of the stagherproduct life cycle of its customers' productssts of securing access to and availability of
adequate manufacturing capacity; levels of inveespmafer purchase commitments; customer creditdethe amount and timing of research
and development expenditures; the timing of nevdpebintroductions; production volumes; productlgyasales and marketing efforts; the
value and liquidity of its investment portfolio; afiges in operating assets and liabilities; thetghd obtain or renew debt financing and to
remain in compliance with the terms of existingdiréacilities; the ability to raise funds from tisale of equity in the Company; the issuance
and exercise of stock options and participatiothenCompany's employee stock purchase plan; amd fatbtors related to the uncertainties of
the industry and global economics. Accordinglyr¢éhean be no assurance that events in the futliraatirequire the Company to seek
additional capital or, if so required, that sucpita will be available on terms acceptable to @mmpany.

Principles of Consolidatio

The consolidated financial statements include teants of QuickLogic and its wholly owned subsigis. All intercompany
accounts and transactions have been eliminated.

Foreign Currency

The functional currency of the Company's non-Urations is the U.S. dollar. Accordingly, all mtarg assets and liabilities of these
foreign operations are translated into U.S. dokdrsurrent period-end exchange rates and non-rmgnassets and related elements of expens
are translated using historical exchange ratesnhecand expense elements are translated to Ul&rgdosing the average exchange rates in
effect during the period. Gains and losses fronfdheign currency transactions of these subsidiaaie recorded as interest income and other
expense, net in the statements of operations.
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Use of Estimates

The preparation of these consolidated financidéstants in conformity with generally accepted actimg principles, or GAAP,
requires management to make estimates and assas it affect the reported amounts of assetsiabitities, the disclosures of contingent
assets and liabilities and the reported amountsw&@nue and expenses during the period. Actualtsssauld differ from those estimates,
particularly in relation to revenue recognitione thllowance for doubtful accounts, sales returakjation of investments, valuation of long-
lived assets, valuation of inventories includingritfication of excess quantities, market value absblescence, measurement of stock-based
compensation awards, accounting for income taxdseatimating accrued liabilities.

Concentration of Risk

The Company's accounts receivable are denominatgdS. dollars and are derived primarily from satesustomers located in North
America, Asia Pacific, and Europe. The Companygrers ongoing credit evaluations of its customeid generally does not require collate
See Note 13 for information regarding concentratiassociated with accounts receivable.

For the twelve months ended December 29, 2013Ctimepany generated 56% of its total revenue froipnsénts to a tier one
customer, Samsung Electronics Co., Ltd. ("Samsur@#¢ Note 13 for information regarding concentregiassociated with customers and
distributors.

NOTE 2-SIGNIFICANT ACCOUNTING POLICIES
Cash Equivalents

All highly liquid investments purchased with a rémiag maturity of ninety days or less are considerash equivalents. The
Company's investment portfolio included in cashiemjents is generally comprised of investments thaét high credit quality standards. The
Company's investment portfolio consists of moneyketafunds, which are precluded from investing uictéon rate securities. These funds
invest in U.S. government obligations and repuretegreements secured by U.S. Treasury obligatioth$JaS. government agency obligatic
The fair value of this portfolio is based on marjstes for securities with active secondary arsdiiee markets.

Fair Value

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

Foreign Currency Transactior

All of the Company's sales and cost of manufactuare transacted in U.S. dollars. The Company ocaisduportion of its research
and development activities in Canada and Indiahesdsales and marketing activities in various atesibutside of the United States. Most of
these international expenses are incurred in lm@@kncy. Foreign currency transaction gains arsds, which are not significant, are includec
in interest income and other expense, net, asdbeyr. Operating expenses denominated in foreigresaies were approximately 19% , 19% ,
and 16% of total operating expenses in 2013, 2@12 2011 , respectively. The Company incurredapority of these foreign currency
expenses in Japan and Canada. The Company haseabdlerivative financial instruments to hedge xposure to fluctuations in foreign
currency and, therefore, is susceptible to fluetumetin foreign exchange gains or losses in itslte®f operations in future reporting periods.

Inventories

Inventories are stated at the lower of standarti@oset realizable value. Standard cost approx@sattual cost on a first-in, first-out
basis. The Company routinely evaluates quantitiesvalues of its inventories in light of currentnket conditions and market trends and
records reserves for quantities in excess of deraaddroduct obsolescence. The evaluation, whicerantly involves judgments as to
assumptions about expected future demand and thecinof market conditions on these assumptiongstaito consideration historic usage,
expected demand, anticipated sales price, the stdge product life cycle of its customers' progicew product development schedules, the
effect new products might have on the sale of Exggdroducts, product obsolescence, customer desitvity, customer concentrations,
product merchantability and other factors. Marlaiditions are subject to change. Actual consumpmfdanventories could differ from forecast
demand, and this
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difference could have a material impact on the Camy{s gross margin and inventory balances basediditional provisions for excess or
obsolete inventories or a benefit from inventopesviously written down. The Company also regulaglyiews the cost of inventories against
estimated market value and records a lower of@ostarket reserve for inventories that have a icoskcess of estimated market value, which
could have a material impact on the Company's grasgin and inventory balances based on additierigd-downs to net realizable value ¢
benefit from inventories previously written down.

The Company's semiconductor products have histlyrisad an unusually long product life cycle andolescence has not been a
significant factor in the valuation of inventoriésowever, as the Company pursues opportunitielsanrtobile market and continues to develoy
new CSSPs and products, the Company believesoitkipt life cycle will be shorter and increase togeptial for obsolescence. A significant
decrease in demand could result in an increadesiamount of excess inventory on hand. Althoughbmpany makes every effort to ensure
the accuracy of its forecasts of future product aed) any significant unanticipated changes in dehwarfrequent new product developments
could have a significant impact on the value ofriteentory and its results of operations.

Property and Equipmel

Property and equipment are stated at cost lessragated depreciation and amortization. Depreciagaralculated on a straight-line
basis over the estimated useful lives of the asgeteerally one to seven years. Amortization ofédeld improvements and capital leases is
computed on a straight-line basis over the shoftédre lease term or the estimated useful livehefassets, generally one to seven years.

Long-Lived Assets

The Company reviews the recoverability of its Idived assets, such as property and equipment,ra@stiments, annually and when
events or changes in circumstances occur thatatelibat the carrying value of the asset or agsefpgnay not be recoverable. The assessme
of possible impairment is based on the Companyfityaio recover the carrying value of the assetisset group from the expected future pre-
tax cash flows, undiscounted and without interbsirges, of the related operations. If these castsflare less than the carrying value of the
asset or asset group, an impairment loss is rezedtior the difference between the estimated fainerand the carrying value, and the carr
value of the related assets is reduced by thismifice. The measurement of impairment requires geament to estimate future cash flows anc
the fair value of long-lived assets. During 202812 and 2011 , the Company wrote-off equipmert wihet book value of $96,000 , $25,000
and $102,000 , respectively.

Licensed Intellectual Proper

The Company licenses intellectual property th@ésrporated into its products. Costs incurred utidense agreements prior to the
establishment of technological feasibility are ud in research and development expense as idc@osts incurred for intellectual property
once technological feasibility has been establisiretithat can be used in multiple products aretalgred as a long-term asset. Once a produc
incorporating licensed intellectual property hasdurction sales, the amount is amortized over thimated useful life of the asset, generally uf
to five years.

Revenue Recognitic

The Company supplies standard products which maugrdgrammed before they can be used in an agplicathe Company's
products may be programmed by us, distributors;cerstiomers or third parties.

The Company recognizes revenue as products arpeshipevidence of an arrangement exists, delibag occurred, the sales price is
fixed or determinable, collection of the resultiegeivable is reasonably assured and product eireireasonably estimable. Revenue is
recognized upon shipment of programmed and unpnoged parts to both OEM customers and distribufmsyided that legal title and risk of
ownership have transferred. Parts held by distitsutnay be returned for quality reasons only uitdestandard warranty policy.

Warranty Costs

The Company warrants finished goods against defiectaterial and workmanship under normal usevi@ite months from the date

of shipment. The Company does not have signifipamtiuct warranty related costs or liabilities.
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Advertising

Costs related to advertising and promotion expengitare charged to “Selling, general and admatisg” expense as incurred. To
date, costs related to advertising and promotigeeditures have not been material.

Stock-Based Compensation

The Company adopted the provisions to record shaded compensation beginning fiscal year 2006.Cldrapany accounts for stock-
based compensation under the provisions of the deteauthoritative guidance, and related interpmetatwhich require the measurement and
recognition of expense related to the fair valustotk-based compensation awards. The fair valstook-based compensation awards is
measured at the grant date and re-measured updfigaton, as appropriate. The Company uses thelB%choles option pricing model to
estimate the fair value of employee stock optiars rights to purchase shares under the Compan9% BE@ployee Stock Purchase Plan, or
ESPP, consistent with the provisions of the amerdeloritative guidance. The fair value of restitstock awards, or RSAs, and restricted
stock units, or RSUs, is based on the closing pidee Company's common stock on the date of gEaquiity compensation awards which \
with service are expensed on a straight-line bass the requisite service period. Performancedasards that are expected to vest are
expensed on a straight-line basis over the veginigpd. The Company regularly reviews the assumptissed to compute the fair value of its
stock-based awards and it will revise its assumgts appropriate. In the event that assumptice tescompute the fair value of its stock-
based awards are later determined to be inaccordtthe Company changes its assumptions sigmifigan future periods, stock-based
compensation expense and the results of operatmrid be materially impacted. See Note 11.

Accounting for Income Tax

As part of the process of preparing the Compairygtial statements, its required to estimateniteiine taxes in each of the
jurisdictions in which the Company operates. Thizcpss involves estimating the Company's actuakotitax exposure together w
assessing temporary differences resulting fronerkffit tax and accounting treatment of items, ssdteferred revenue, allowance for doubtful
accounts, the impact of equity awards, depreciatimhamortization and employee related accrualssd lifferences result in deferred tax
assets and liabilities, which are included on tbenBany's balance sheets. The Company must thessabgelikelihood that its deferred tax
assets will be recovered from future taxable incame to the extent the Company believes that regasanot more likely than not, it must
establish a valuation allowance. To the extenQbmpany establishs a valuation allowance or iner#fais allowance in a period, it must
include an expense within the tax provision ingtetements of operations.

Significant management judgment is required in mheit@ng the Company's provision for income taxés, Company's deferred tax
assets and liabilities and any valuation allowaroerded against the Company's net deferred t@tsadhe Company's deferred tax assets,
consisting primarily of net operating loss carryfards, amounted to $63.6 million as of the endGif3. The Company has also recorded a
valuation allowance of $63.5 million as of the ei®013 due to uncertainties related to the Comigeatyility to utilize its U.S. deferred tax
assets before they expire. The valuation allowambased on the uncertainty of the Company's et#sraf taxable income and the period ovel
which it expects to recover its deferred tax assets

The Company accounts for uncertainty in incomegax®@ng a twastep approach to recognizing and measuring unoggaipositions
The first step is to evaluate the tax positionrémognition by determining if the weight of avaikalevidence indicates that it is more likely thar
not that the position will be sustained on audit/uding resolution of related appeals or litigatfwocesses, if any. The second step is to
measure the tax benefit as the largest amounistimabre than 50% likely of being realized uponleatent. The Company classifies the liab
for unrecognized tax benefits as current to therxthat it anticipates payment (or receipt) ohcaghin one year. Interest and penalties rel
to uncertain tax positions are recognized in thowigion for income taxes.

Concentration of Credit and Suppliers

Financial instruments, which potentially subjea tBompany to concentrations of credit risk, cormistcipally of cash and cash
equivalents and accounts receivable. Cash andecpstalents are maintained with high quality ingtdns. The Company's accounts
receivable are denominated in U.S. dollars andlarized primarily from sales to customers locatetllorth America, Europe and Asia Paci
The Company performs ongoing credit evaluationssafustomers and generally does not require esliatSee Note 13 for information
regarding concentrations associated with accoattsivable.
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The Company depends on a limited number of conimactufacturers, subcontractors, and suppliers &emfabrication, assembly,
programming and test of its devices, and for thmpkuof programming equipment, and these servicesygically provided by one supplier for
each of the Company's devices. The Company gepguaithases these single or limited source sertivesigh standard purchase orders.
Because the Company relies on independent subctorsdo perform these services, it cannot direatiytrol its product delivery schedules,
costs or quality levels. The Company's future sssedso depends on the financial viability of itdépendent subcontractors.

Comprehensive Income (Loss)

Comprehensive income (loss) includes all tempothanges in equity (net assets) during a period flomtowner sources.
Comprehensive income (loss) includes unrealizedihglgains or (losses) related to the TowerJazinarg shares. See Note 4.

New Accounting Pronouncemel

In February 2013, the Financial Accounting Standd@dard, or FASB, issued guidance on disclosureireaents for items
reclassified out of Accumulated Other CompreheniBigeme (“AOCI"). This new guidance requires entities to preserti¢eibn the face of tl
income statement or in the notes) the effects editle items of the income statement for amourtkassified out of AOCI. The new guidance
became effective for the Company beginning DeceribeP012. The Company adopted this guidance petispdy in its interim period ended
March 31, 2013 (see Note 12).

In March 2013, the FASB issued guidance on a parantounting for the cumulative translation adpesit upon derecognition of a
subsidiary or group of assets within a foreigntgnfihis new guidance requires that the parentasgleny related cumulative translation
adjustment into net income only if the sale or $fanresults in the complete or substantially cateliquidation of the foreign entity in which
the subsidiary or group of assets had resided Cidmepany will adopt the new guidance in its intepariod ending March 30, 2014. The
adoption of this guidance is not expected to hanaterial impact on the Company’s consolidatedrfaial statements.

In July 2013, the FASB issued guidance on the ptatien of an unrecognized tax benefit when a petating loss carryforward
exists. Under this guidance, an unrecognized tarfiteor a portion of an unrecognized tax bensfipuld be presented in the financial
statements as a reduction to a deferred tax amsetrfet operating loss carryforward. This guidasaffective for the Company beginning a
December 15, 2013. Other than the change in prggemivithin the Consolidated Balance Sheet, this guidance will not have an impact on
the consolidated financial statements.

NOTE 3-NET INCOME (LOSS) PER SHARE

Basic net income (loss) per share is computed Wididg net income (loss) available to common stad#tbrs by the weighted average
number of common shares outstanding during the@gebiluted net income (loss) per share was contpusing the weighted average number
of common shares outstanding during the period pduentially dilutive common shares outstandingriyithe period under the treasury stock
method. In computing diluted net income (loss) gfare, the weighted average stock price for thiegés used in determining the number of
shares assumed to be purchased from the exercisecfoptions and warrants.

For 2013, 2012, and 2011 , 8.0 million sharegnillion shares, and 8.0 million shares respebtj\essociated with equity awards
outstanding and the estimated number of shares pufrhased under the current offering period ef2009 Employee Stock Purchase Plan
were not included in the calculation of diluted metome (loss) per share, as they were considertidilative due to the net loss the Company
experienced during those years.

NOTE 4-INVESTMENT IN TOWERJAZZ SEMICONDUCTOR LTD.
During the second quarter of fiscal year 2013 Gbenpany sold its remaining 42,970 TowerJazz orglishares. This sale resulted in a

gain of $181,000 . The number of TowerJazz ordishigres sold by the Company reflect the 1 -to-el/Bnse stock split implemented by
TowerJazz effective August 3, 2012.
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NOTE 5-BALANCE SHEET COMPONENTS

December 29, December 30,
2013 2012
(in thousands)
Inventories:
Raw materials $ ¢ S 32
Work-in-process 1,34: 2,59¢
Finished goods 2,77 397
$ 4,13¢ $ 3,02¢
Other current assets:
Prepaid expenses $ 84t $ 954
Other 427 32
$ 1,27:  $ 98€
Property and equipment:
Equipment $ 13,29: $ 12,80:
Software 3,34¢ 5,68z
Furniture and fixtures 71C 74€
Leasehold improvements 64C 65€
17,99: 19,88¢
Accumulated depreciation and amortization (15,159 (17,230
$ 284(C $ 2,65¢
Accrued liabilities:
Employee related accruals $ 2821 $ 1,03t
Other 69¢ 17¢
$ 351¢ $ 1,21¢

The Company recorded depreciation and amortizatkpense of $1.3 million , $1.2 million and $1.2lmit for 2013, 2012 and
2011 , respectively. Assets acquired under caleitales and included in property and equipment $§&1@ million and $800,000 at the end of
2013 and 2012, respectively. The Company recoadedmulated depreciation on leased assets of $892y0d $301,000 as of the end?6f.3
and 2012 , respectively. As of December 29, 20IB@ecember 30, 2012 , the capital software leaigadion relating to these assets was
$310,000 and $426,000 , respectively.

NOTE 6-OBLIGATIONS

December 29, December 30
2013 2012

(in thousands)
Debt and capital software lease obligations:

Revolving line of credit $ 1,000 $ —
Capital software leases 31C 42¢

1,31( 42€
Current portion of debt and capital software leatsiégations (2,177) (260
Long term portion of debt and capital software éeabligations $ 132 $ 26¢€

Revolving Line of Credit

In June 2013, the Company entered into the NintleAadment to Second Amended and Restated Loan andit$etgreement
("Agreement") with Silicon Valley Bank. The termstbhe Agreement include a $6.0 million revolvingdiof credit available through June 27,
2014. Upon each advance, the Company can electa@ ifiterest rate, which is the prime rate plusptfiee rate margin, or a fixed rate whicl
LIBOR plus the LIBOR rate margin. As of December 2913 , the Company has $ 1.0 million of revolviebt outstanding with an interest
rate of 3.75% .

The bank has a first priority security interessubstantially all of the Company's tangible andrigiible assets to secure any outstandin
amounts under the Agreement. Under the terms oAgneement, the Company must maintain a minimurgitde net worth of at least $15
million , an adjusted quick ratio of 2 -to-1 anchanimum unrestricted cash or cash equivalents balaf at least $8 million . The Agreement



also has certain restrictions including, among mthestrictions on the incurrence of other indeébéss, the maintenance of depository
accounts, the disposition of assets, mergers, sitiguis, investments, the granting of liens andghgment of dividends. The Company was in
compliance with the financial covenants of the Agnent as of the end of the current reporting period
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Capital Leases

In December 2013, the Company leased design saturader a two -year capital lease at an imputextast rate of 4.34% per annum.
Terms of the agreement require the Company to ma&gerly payments of approximately $34,125 thro8gptember 2015, for a total of
$273,000 . As of December 29, 2013 , $229,000 wéstanding under the capital lease, of which $95\08s classified as a current liability.

In February 2012, the Company leased design sadtteanis under a three -year capital lease at antedpinterest rate of 4.3% per
annum. Terms of the agreement required the Comigamake payments of principal and interest of $9,i@0March 2012 and $18,000 in
December 2012, for a total of $27,000 . As of Delmen?9, 2013 , there was no balance outstandingruthd capital lease.

In January 2012, the Company leased design softtwalg under a three -year capital lease at an tietpinterest rate of 4.24% per
annum. Terms of the agreement require the Compgamake semi-annual payments of principal and istesBapproximately $82,500 through
July 2014, for a total of $495,000 over the threasyperiod. As of December 29, 2013 , $81,000 wéstanding under the capital lease, all of
which was classified as a current liability.

In December 2011, the Company leased design saftuader a two -year capital lease at an imputextast rate of 4.24% per annum.
Terms of the agreement require the Company to ma&gerly payments of approximately $34,125 throbgivember 2013, for a total of
$273,000 . As of December 29, 2013 , there wasafenbe outstanding under the capital lease.

NOTE 7-FAIR VALUE MEASUREMENTS

Pursuant to the accounting guidance for fair vaheasurements and its subsequent updates, fair igatiedined as the price that would
be received from selling an asset or paid to tersfiability in an orderly transaction betweenrked participants at the measurement date.
When determining the fair value measurements feetasand liabilities required or permitted to beorded at fair value, the Company
considers the principal or most advantageous markeit considers assumptions that market particgpaould use when pricing the asset or
liability.

The accounting guidance for fair value measureralsat specifies a hierarchy of valuation techniduesed upon whether the inputs to
those valuation techniques reflect assumptions ottaeket participants would use based upon markiet obtained from independent sources
(observable inputs) or reflect the company's ovauamption of market participant valuation (unobseteanputs). The fair value hierarchy
consists of the following three levels:

. Level 1- Inputs are quoted prices in active markets fortidahassets or liabilitie
. Level 2— Inputs are quoted prices for similar assetsatnillties in an active market, quoted prices faritical or similar assets
or liabilities in markets that are not active, itgpather than quoted prices that are observableramidet-corroborated inputs

which are derived principally from or corroboratadobservable market data.

. Level 3—Inputs are derived from valuation techniques inclitbne or more significant inputs or value drivars unobservabl
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The following table presents the Company's findresaets that are measured at fair value on ariegurasis as of December 29,
2013 and December 30, 2012 , consistent with tineddue hierarchy provisions of the authoritatgigdance (in thousands):

As of December 29, 2013

As of December 30, 2012

Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3

Assets:

Money market fund$ $ 3581: $ 3581L. $ — % — $ 21907 $ 21,907 $ — % —
Investment in TowerJazz Semiconduc
Ltd. @ — — — — 34t 34¢ — —
Total assets $ 3581 ¢ 3581 $ — % — $ 22,25 $ 2225. $ — % —
@ Money market funds are presented as a part ofaagitash equivalents on the accompanying consetidstlance sheets as of

December 29, 2013 and December 30, 2012 .

@ In June 2013, the Company sold all of its 42,970aieing shares of TowerJazz marketable securitiea §ain of $181,000 and cash

proceeds of $265,000 .

NOTE 8-INCOME TAXES

The following table presents the U.S. and foreigmponents of consolidated income (loss) beforenmetaxes and the provision for

(benefit from) income taxes (in thousands):

Fiscal Years
2013 2012 2011

Income (loss) before income taxes:

u.s. $ (11,889 $ (12,449 % (7,56¢)

Foreign 67 14¢ 25
Income (loss) before income taxes $ (11,82) $ (12,29¢) $ (7,542)
Provision for (benefit from) income taxes:
Current:

Federal $ 58 $ — 3 —

State 1 2 2

Foreign 83 51 66
Subtotal 14z 53 68
Deferred:

Federal 22t (55) —

State 48 (9) —

Foreign 40 29 (18)
Subtotal 31z (35 (18)
Provision for (benefit from) income taxes $ 458§ 18  § 5C

Based on the available objective evidence, managebadieves it is more likely than not that the deferred tax assets will not be
fully realizable. Accordingly, the Company has pd®d a full valuation allowance against its U.Sldal and state deferred tax assets at
December 29, 2013 . The Company believes it is tiloely than not it will be able to realize its fagn deferred tax assets. Deferred tax

balances are comprised of the following (in thoulsan
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December 29, 2013 December 30, 2012

Deferred tax assets:

Net operating losses $ 38,59 $ 36,13}
Capital losses 4,53( 2,20
Accruals and reserves 2,84¢ 2,68:
Credits carryforward 5,43: 5,02¢
Unrealized loss on marketable securities — 3,08¢
Depreciation and amortization 10,59( 9,55¢
Stock-based compensation 1,58 1,34¢
Other — 273
63,57¢ 60,31:

Valuation allowances (63,529 (60,227)
Deferred tax asset $ 50 % 89

Deferred tax liability

A rate reconciliation between income tax provisiahghe U.S. federal statutory rate and the effeatate reflected in the consolidated
statements of operations is as follows:

Fiscal Years
2013 2012 2011
Income tax expense/(benefit) at statutory rate $ (4,019 $ (4,180 $ (2,56%)
State taxes 1 2 2
Stock compensation and other permanent differences 31€ 34z 192
Foreign taxes 101 30 41
Benefit allocated from other comprehensive incoloss| 273 (65) —
Future benefit of deferred tax assets not recoghize 3,78: 3,88¢ 2,38(
Provision for income taxes $ 458§ 18  § 5C

As of December 29, 2013 , the Company had net tipgrioss carryforwards of approximately $113.0limil for federal and $54.4
million for state income tax purposes. If not uiéld, these carryforwards will begin to expire begig in 2014 for federal and state purposes.
Included in the net operating loss carryforwardeam is $8.1 million for federal and $5.0 millioorfstate income tax purposes, which, when
recognized, will result in a credit to stockholdemguity.

The Company has research credit carryforwards pfosgmately $2.8 million for federal and $3.8 nolti for state income tax
purposes. If not utilized, the federal carryforwsardll expire in various amounts beginning in 20I8e California credit can be carried
forward indefinitely.

Under the Tax Reform Act of 1986, the amount of #redbenefit from net operating loss carryforwaadd credit carryforwards may
be impaired or limited in certain circumstanceseiiig which may restrict utilization of a compames operating loss and credit carryforwards
include, but are not limited to, certain ownerstliyange limitations as defined in Internal RevenodeCSection 382 and similar state
provisions. In the event the Company has had ageghahownership, utilization of carryforwards colié restricted to an annual limitation. 1
annual limitation may result in the expiration @tmperating loss carryforwards and credit carméods before utilization.

U.S. income taxes and foreign withholding taxe®eaissed with the repatriation of earnings of foregubsidiaries were not provided
for on a cumulative total of $1.0 million of undisuted earnings for certain foreign subsidiarie®fithe end of fiscal 2013 . The Company
intends to reinvest these earnings indefinitelthem Company's foreign subsidiaries. If these egsiimere distributed to the United States in th
form of dividends or otherwise, or if the shareshaf relevant foreign subsidiaries were sold oentlise transferred, the Company would be
subject to additional U.S. income taxes (subjeent@djustment for foreign tax credits) and foreigthholding taxes. Determination of the
amount of unrecognized deferred income tax ligbilated to these earnings is not practicable.
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A reconciliation of the beginning and ending amoafntinrecognized tax benefits is as follows (inubands):

December 29, 2013 December 30, 2012 January 1, 2012

Beginning balance of unrecognized tax benefits $ 7% 3% 77 % 73
Gross increases for tax positions of current year — 2 4
Ending balance of unrecognized tax benefits $ 9 % 79 % 77

The amount of unrecognized tax benefits that walfleict our effective tax rate if recognized is 8 as of December 29, 2018he
Company recognizes interest and penalties relateddertain tax positions in income tax expenseofA3ecember 29, 2013 and December 3C
2012 the Company had approximately $40,000 and)$83f accrued interest and penalties related ¢teniain tax positions.

The Company is subject to U.S. federal income sawell as income taxes in many U.S. states andgfojarisdictions in which the
Company operates. As of December 29, 2013, fisealsy2009 onward remain open to examination bytBe taxing authorities and fiscal
years 2005 onward remain open to examination im@anThe U.S. federal and U.S. state taxing autbsrinay choose to audit tax returns
tax years beyond the statute of limitation periaé tb significant tax attribute carryforwards frgmor years, making adjustments only to
carryforward attributes. The Company estimatesithatnrecognized tax benefits will not change sigantly within the next twelve months.

NOTE 9-STOCKHOLDERS' EQUITY
Common and Preferred Stock

The Company is authorized to issue 100 million ehaf common stock and has 10 million shares dfaaizted but unissued
undesignated preferred stock. Without any furtlateor action by the Company's stockholders, thar@of Directors has the authority to
determine the powers, preferences, rights, quatibas, limitations or restrictions granted to mposed upon any wholly unissued shares of
undesignated preferred stock.

Issuance of Common Stc

On July 31, 2013, the Company filed a shelf regtgin statement on Form S-3 under which the Compaany, from time to time, sell
securities in one or more offerings up to a totdlad amount of $40.0 million . The Company's shieffistration statement was declared
effective on August 30, 2013 and expires in AUQ:L6 .

In November 2013, the Company issued an aggred&& 40,000 shares of common stock, $0.p8d value, in an underwritten put
offering at a price of $2.90 per share. The Compaogived net proceeds from the offering of $23illian , net of underwriter's commission
and other offering expenses of 2.2 million .

On June 1, 2012, the Company filed a registratiatement on Form S-3 MEF to increase the amouseaidrities that may be sold
under the shelf registration statement by $3.4ionill

In June 2012, the Company issued an aggregatd 22 B00 shares of common stock and warrants tdpaecup to an aggregate of
2,304,900 shares of common stock in a confidegptiatirketed underwritten offering. The common stacl warrants were issued in units (the
“Units”), with each Unit consisting of (i) one sleanf common stock and (ii) a warrant to purchadé 6f a share of common stock, at a pric
$2.50 per Unit. The Company received total net @eds from the offering of $11.9 million , net ofdemwriting discounts and other offering
expenses of $929,000 .

The warrants are exercisable any time for a pesf@D months from the date of issuance on Jun@82,2and are exercisable at a price
of $2.98 per share. The Company allocated the paxbetween the common stock and the warrants baste relative fair value of each on
the date of issuance. The estimated grant datedhie was $0.97 per warrant and was calculateeldbass the following assumptions used in
the Black-Scholes model: expected term of 5 yeds&-free interest rate of 0.89% , expected vbiptdf 62.18% and expected dividend of
zero .
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NOTE 10-EMPLOYEE STOCK PLANS

1999 Stock Plan

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

2009 Stock Plan

The 2009 Stock Plan, or 2009 Plan, was amendedesitated by the Board of Directors in March 201d approved by the
Company's stockholders on April 28, 2011 to, amaoimgr things, reserve an additional 1.5 millionresaof common stock for issuance under
the Plan. As of December 29, 2013 , approximatdynTillion shares were reserved for issuance utide2009 Plan. Equity awards that are
cancelled, forfeited or repurchased under the 988 become available for grant under the 2009, Riio a maximum of an additional 7.5
million shares. Equity awards granted under the9Z@lan have a term of up to ten years. Optionsallyi vest at a rate of 25% one year after
the vesting commencement date, and one forty-eightbach month of service thereafter. The Compaay implement different vesting
schedules in the future with respect to any nevitggwards.

Employee Stock Purchase PI

The 2009 Employee Stock Purchase Plan, or 2009 Eg&#adopted in March 2009. The Company has rede&\3 millionshares fo
issuance under the 2009 ESPP. The 2009 ESPP psdeidsix month offering periods. Participants gase shares through payroll deduction:
of up to 20% of an employee's total compensaticex{mum of 20,000 shares per offering period). TB@RESPP permits the Board of
Directors to determine, prior to each offering pdriwhether participants purchase shares at:5% 8f the fair market value of the common
stock at the end of the offering period; or (ii$9%8 of the lower of the fair market value of the enon stock at the beginning or the end of an
offering period. The Board of Directors has detewl that, until further notice, future offering jpets will be made at 85% of the lower of the
fair market value of the common stock at the beigimor the end of an offering period.

NOTE 11-STOCK-BASED COMPENSATION

The Company's equity incentive program is a broaskt, long-term retention program intended to @traotivate, and retain talented
employees as well as align stockholder and employeeests. The Company provides stock-based iiveobmpensation, or awards, to
eligible employees and non-employee directors. Awdinat may be granted under the program includegualified and incentive stock
options, restricted stock units, or RSUs, perforoeabased restricted stock units, or PRSUs, and $tmeus units. To date, awards granted
under the program consist of stock options, RSWsRRSUs. The majority of stock-based awards gramelér the program vest over four
years. Stock options granted under the program amaximum contractual term ten years.

Stock-based compensation expense is recognizée i@ampany's consolidated statements of operagiothiéncludes compensation
expense for the stock-based compensation awardtedrar modified subsequent to January 1, 200&das the grant date fair value
estimated in accordance with the provisions ofdimended authoritative guidance. The impact on tragany's results of operations of
recording stock-based compensation expense fal figars 2013 , 2012 and 2011 was as follows (ingands):

Fiscal Years
2013 2012 2011
Cost of revenue $ 23z % 17¢  $ 131
Research and development 66€ 45E 45¢
Selling, general and administrative 1,081 1,36¢ 1,087
Total costs and expenses $ 1,97¢  $ 2,00: $ 1,67¢

In 2013 , the Company granted restricted stocksunit RSUs, to employees with vesting terms frolty ftested to 12 months vesting.
Total stock-based compensation related to RSUsh&88,000 in 2013 . The Company issued net sharehdo
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vested RSUs, withholding shares in settlement qgflepee tax withholding obligations. In 2013 , then@pany also granted performance-base
restricted stock units, or PRSUs, to new employeekthe stock-based compensation related to PRa5$64,000 .

The amount of stock-based compensation includé@uventories at the end of 2013 , 2012 and 2011masignificant.
Valuation Assumptions

The Company uses the Black-Scholes option pricingehto estimate the fair value of employee stqufioms and rights to purchase
shares under the Company's 2009 ESPP. Using tle&-Blzholes pricing model requires the Company to agvkighly subjective assumptic
including the expected term of awards, expectedtiity of its stock, expected riskee interest rate and expected dividend rate theeterm o
the award. The Company's expected term of awasisrgstion is based primarily on its historical exgece with similar grants. The
Company's expected stock price volatility assunmptay both stock options and ESPP shares is baséuedhistorical volatility of the
Company's stock, using the daily average of thaiogeand closing prices and measured using histiodiata appropriate for the expected te
The risk-free interest rate assumption approximtitesisk-free interest rate of a Treasury Condtéetiurity bond with a maturity
approximately equal to the expected term of thekstption or ESPP shares. This fair value is expémwer the requisite service period of the
award. The fair value of RSUs and PRSUs is basdti@nlosing price of the Company's common stockherdate of grant. Equity
compensation awards which vest with service arersgd using the straight-line attribution methodrdatie requisite service period.

In addition to the assumptions used in the Blacke®ss pricing model, the amended authoritative gui@ requires that the Company
recognize expense for awards ultimately expectegs$t; therefore the Company is required to devalopstimate of the number of awards
expected to be forfeited prior to vesting, or fdtfee rate. The forfeiture rate is estimated basedistorical pre-vest cancellation experience
and is applied to all share-based awards.

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

Fiscal Years
2013 2012 2011
Expected term (years) 6.1 6.3 5.7
Risk-free interest rate 1.78% 0.9¢% 1.16%
Expected volatility 59% 61% 61%
Expected dividend — — —
The methodologies for determining the above valuer as follows:
. Expected term: The expected term representgdtied that the Company's stock-based awards @ectsd to be outstanding
and is estimated based on historical experience.
. Risk-free interest rate: The risk-free intemegé assumption is based upon the risk-free ragéeTatasury Constant Maturity
bond with a maturity appropriate for the expecttitof the Company's employee stock options.
. Expected volatility: The Company determines exeé volatility based on historical volatility dfeé Company's common stock
according to the expected term of the options.
. Expected dividend: The expected dividend assiomfig based on the Company's intent not to issdigidend under its

dividend policy.
The weighted average estimated fair value for ogtigranted during 2013 , 2012 and 2011 was $1$8236 , and $1.53 per option,

respectively. As of the end of 2013 , the fair watif unvested stock options, net of expected fanfes, was approximately $2.7 million . This
unrecognized stock-based compensation expensedsted to be recorded over a weighted averagedpefin.61 years.
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Stock-Based Compensation Award Activity

The following table summarizes the shares availdlgrant under the 2009 Plan for 2013 :

Shares
Available for Grant

(in thousands)

Balance at December 30, 2012 2,92(
Options granted (71€)
Options forfeited or expired 26¢
RSUs granted (215)
PRSU's granted (30)
PRSU's forfeited or expired 25
Balance at December 29, 2013 2,25¢

Stock Options

The following table summarizes stock options oudiiag and stock option activity under the 1999 Riad the 2009 Plan, and the
related weighted average exercise price, for 2@R.2 and 2011 :

Weighted Average Weighted Average Aggregate Intrinsic
Number of Shares Exercise Price Remaining Term Value
(in thousands) (in years) (in thousands)
Balance outstanding at January 2, 2011 8,06¢ $ 2.74
Granted 87¢€ 2.81
Forfeited or expired (803) 4.51
Exercised (659 2.4¢€
Balance outstanding at January 1, 2012 7,48: 2.5¢
Granted 791 2.4:
Forfeited or expired (93%) 3.04
Exercised (379 1.87
Balance outstanding at December 30, 2012 6,96( 2.5t
Granted 71€ 3.2¢
Forfeited or expired (269) 2.6t
Exercised (165) 2.21
Balance outstanding at December 29, 2013 724: $ 2.62 575 $ 9,26(
Exercisable at December 29, 2013 564¢ $ 2.54 4.90 $ 7,76(
Vested and expected to vest at December 29, 2013 7,01t § 2.61 5.64 § 9,07t

The aggregate intrinsic value in the table abopeasents the total pretax intrinsic value, basetherCompany's closing stock price
$3.86 as of the end of the Company's current regpperiod, which would have been received by thigoo holders had all option holders
exercised their options as of that date.

The total intrinsic value of options exercised dgr2013 , 2012 and 2011 was $139,000 , $343,00@&@dmillion , respectively.
Total cash received from employees as a resulinpi@yee stock option exercises during 2013 , 20122011 was approximately $365,000 ,
$711,000 and $1.6 million , respectively. The Compsettles employee stock option exercises withiyw&sued common shares. In
connection with these exercises, there was nodarfit realized by the Company due to the Compamyint loss position. Total stock-based
compensation related to stock options was $1.1anill$1.4 million , and $1.5 million for 2013 , 2D, and 2011 , respectively.
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Significant exercise price ranges of options ouiditag, related weighted average exercise pricecanttactual life information at the
end of 2013 were as follows:

Options Outstanding Options Exercisable

Weighted

Average

Remaining

Options Contractual Weighted Average Options Vested and Weighted Average
Range of Exercise Prices Outstanding Life Exercise Price Exercisable Exercise Price
(in thousands) (in years) (in thousands)

$0.78 - $0.94 634 482 $ 0.9C 634 $ 0.9C
1.63-1.63 1,15¢ 5.15 1.6t 1,15¢ 1.65
2.06-2.75 94¢ 5.90 2.4z 552 2.5¢
2.76-2.76 11 8.11 2.7¢ 4 2.7¢€
2.78-2.78 2,09¢ 6.90 2.7¢ 1,59¢ 2.7¢
2.82-3.02 83¢ 2.83 2.9¢ 81C 2.9¢
3.04 - 3.48 801 8.38 3.3¢ 24C 3.3¢€
3.54-4.17 681 4.76 4.07 58¢ 4.1¢
4.36- 4.36 35 1.42 4.3¢ 35 4.3¢€
5.94 -5.94 43 2.33 5.9¢ 43 5.94
$0.78 - $5.94 7,24: 575 $ 2.6 5,64¢ $ 2.5¢

Restricted Stock Uni

RSUs entitle the holder to receive, at no cost,ammmon share for each restricted stock unit orvéisting date as it vests. The
Company withholds shares in settlement of emplageavithholding obligations upon the vesting oftriesed stock units. The stock-based
compensation related to grants of vested RSUs %@8,800 in 2013 . In 2013 , the Company also gthRRSUs, to new employees and the
stock-based compensation related to PRSUs was@®®54,0

RSUs & PRSUs Outstanding

Weighted Average
Grant Date Fair

Number of Shares Value
(in thousands)
Nonvested at December 30, 2012 40 $ 2.3C
Granted 24k 3.3¢
Vested (35) 3.2¢
Forfeited (25) —
Nonvested at December 29, 2013 22t % 3.17

Employee Stock Purchase Plan

The weighted average estimated fair value, as eéfity the amended authoritative guidance, of rigisised pursuant to the
Company's ESPP during 2013, 2012 and 2011 wa& $&0.74 and $0.84 , respectively. Sales undeE8RP were 357,000 shares of
common stock at an average price of $1.74 for 28,000 shares of common stock at an average ofi$1.95 for 2012 , and 171,000
shares of common stock at an average price of $8r&011 .

Under the 2009 ESPP, the Company issued 357,008sshba price of $1.74 per share during 20130fA3ecember 29, 2013, 1.2

million shares under the 2009 ESPP remained aveaifabissuance. For 2013 , the Company recordetpenmsation expense related to the
ESPP of $203,000 .
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The fair value of rights issued pursuant to the Gany's ESPP was estimated on the commencementfdedeh offering period usir
the following weighted average assumptions:

Fiscal Years
2013 2012 2011
Expected life (months) 6.1 6.0C 6.1C
Risk-free interest rate 0.09% 0.14% 0.0&%
Volatility 3% 56% 56%
Dividend yield — — —
The methodologies for determining the above valuere as follows:
. Expected term: The expected term represents tigghleri the purchase period contained in the E
. Risk-free interest rate: The risk-free intemage assumption is based upon the risk-free raéeTotasury Constant Maturity
bond with a maturity appropriate for the term aof ffurchase period.
. Volatility: The Company determines expected tibta based on historical volatility of the Compas common stock for the
term of the purchase period.
. Dividend Yield: The expected dividend assumptiohased on the Company's intent not to is:

dividend under its dividend policy.

As of the end of 2013, the unrecognized stock-dbasepensation expense relating to the CompanyPPES$89,000 and was expected to be
recognized over a weighted average period of apmately 4.5 months.

Note 12 — Accumulated Other Comprehensive Income @ss)

The following table summarizes the changes in acdated balances of other comprehensive income)(fosshe year ended
December 29, 2013 :

Change in
unrealized gains on
available for sale

securities
(in thousands)
Accumulated other comprehensive income (loss)phtx, as of December 30, 2012 $ (12)
Other comprehensive income (loss) before reclassifins (77
Amounts reclassified from accumulated other comgmslve income (loss) 88
Net change in other comprehensive income (loss) 11

Accumulated other comprehensive income (loss)phtx, as of December 29, 2013 $ —

The following table provides details about reclfsation out of accumulated other comprehensiveine for the year ended
December 29, 2013:

Details about Accumulated Other Amount Reclassified from Affected Line Item in the
Comprehensive Income Accumulated Other Statement Where Net Income
Components Comprehensive Income Is Presented

(in thousands)

Realized gain from sale of
TowerJazz marketable
Available-for-sale investments $ (185)  securities

Tax benefit on unrealized gain
on TowerJazz marketable
27% securities

Amounts reclassified from
accumulated other comprehensive
income (loss) 88
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NOTE 13-INFORMATION CONCERNING PRODUCT LINES, GEOGR APHIC INFORMATION AND REVENUE
CONCENTRATION

The Company identifies its business segments basddisiness activities, management responsibititygeographic location. For all
periods presented, the Company operated in a siagteatable business segment.

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

Fiscal Years
2013 2012 2011
Revenue by product lirfe
New products $ 18,21¢ $ 592( $ 5,32¢
Mature products 7,85: 9,02 15,64:
Total revenue $ 26,07: $ 14,94 % 20,96¢
@ For all periods presented: New products includetiflicink °, ArcticLink Il, ArcticLink Ill, Eclipse™ I, PolaPro®, PolarPro Il, and

QuickPCI Il. Mature products include Eclipse, Esk®lus, pASIC1, pASIC 2, pASIC 3, QuickFC, QuickMIPS, QuickPCl,
QuickRAM, and V3, as well as royalty revenue, pesgming hardware and software.

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

Fiscal Years
2013 2012 2011
Revenue by geography:

South Korea $ 14,67F $ 49 % 39¢
United States 3,72 5,04¢ 8,271
Europe 1,78¢ 2,41¢ 4,125
Malaysia 2,082 1,714 1,78(
Japan 2,06¢ 3,31¢€ 2,73¢
China 1,212 1,72¢ 3,03:
Rest of North America 462 327 32¢
Rest of Asia Pacific 62 35C 301

Total revenue $ 26,07 $ 14,94: ¢ 20,96¢

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

Fiscal Years
2013 2012 2011
Distributor “A” 18% 27% 3%
Distributor "C" * 19% 10%
Distributor “D” * 1C% 13%
Customer “B” * 14% 15%
Customer "E" * * 11%
Customer "F" * 1C% *
Customer "G" 56% * *

* Represents less than 10% of revenue for the ggriesented.
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The following distributors and customers accouritedl0% or more of the Company's accounts receévablof the dates presented:

December 29, December 30,
2013 2012
Distributor “A” 2C0% 35%
Distributor “B” * 14%
Customer "G" 71% *

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

As of the end of 2013, less than 10% of the Comgdong-lived assets, including property and emépt and other assets, were
located outside the United States.

NOTE 14- SHELF REGISTRATION STATEMENT

On July 31, 2013, the Company filed a shelf regtgin statement on Form S-3 under which the Compaany, from time to time, sell
securities in one or more offerings up to a totdlad amount of $40.0 million . The Company's shiefjistration statement was declared
effective on August 30, 2013 and expires in Au@sit6.

In November 2013, the Company issued an aggred&& 40,000 shares of common stock, $0.p8dvalue, in an underwritten put
offering at a price of $2.90 per share. The Compaogived net proceeds from the offering of $23illion , net of underwriter's commission
and other offering expenses of $2.2 million .

On June 1, 2012, the Company filed a registratiatement on Form S-3 MEF to increase the amousedirities that may be sold
under the shelf registration statement by $3.4ionill

In June 2012, the Company issued an aggregatd 22 ®00 shares of common stock and warrants tchpaecup to an aggregate of
2,304,900 shares of common stock in a confideptrakirketed underwritten offering. The common stack warrants were issued in units (the
“Units”), with each Unit consisting of (i) one skeanf common stock and (ii) a warrant to purchadé 6f a share of common stock, at a pric
$2.50 per Unit. The Company received total net @eds from the offering of $11.9 million , net ofdemwriting discounts and other offering
expenses of $929,000 .

The warrants are exercisable any time for a pesf@D months from the date of issuance on June 6, 20d 2anexercisable at a pri
of $2.98 per share. The Company allocated the pascbetween the common stock and the warrants baske relative fair value of each on
the date of issuance. The estimated grant datedhie was $0.97 per warrant and was calculategidbais the following assumptions used in
the Black-Scholes model: expected term of 5 ye#sis;free interest rate of 0.89% , expected vatgtdf 62.18% and expected dividend of
zero.

NOTE 15-COMMITMENTS AND CONTINGENCIES

Certain wafer manufacturers require the Compargrecast wafer starts several months in advance. Gdmpany is committed to
take delivery of and pay for a portion of forecdsteafer volume. As of the end of 2013 and 2012 ,Gompany had $10.8 million and
$621,000 , respectively, of outstanding commitmémtshe purchase of wafer inventory.

The Company has purchase obligations with certgipléers for the purchase of goods and servicesredtinto in the ordinary course
of business. As of December 29, 2013 , total onthtay purchase obligations were $701,000 , whiehpaimarily due within the next 12
months.

The Company leases its primary facility under a-nancelable operating lease that expires in 2G1&dtlition, the Company rents

development facilities in India as well as sald&ces in Europe and Asia. Total rent expense, fistiblease income, during 2013 , 2012 and
2011 was approximately $947,000 , $493,000 , ad $00 , respectively.
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Future minimum lease commitments under the Compapgrating leases, net of sublease income anddmglproperty taxes and
insurance are as follows:

Operating Leases

(in thousands)

Fiscal Years

2014 $ 90¢
2015 863
2016 and thereafter 60

$ 1,82¢

NOTE 16-LITIGATION

From time to time, the Company may become invoindégal actions arising in the ordinary courséuwosiness including, but not
limited to, intellectual property infringement aodllection matters. Absolute assurance cannot\enghat any such third party assertions will
be resolved without costly litigation; in a maniieat is not adverse to the Company's financialtosiresults of operations or cash flows; or
without requiring royalty or other payments whichyradversely impact gross profit.
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SUPPLEMENTARY FINANCIAL DATA
QUARTERLY DATA (UNAUDITED)

Quarter Ended

September 30,
December 29, September 29, March 31, December 30, July 1, April 1,
2013 2013 June 30, 2013 2013 2012 2012 2012 2012

(in thousands, except per share amount)
Statements of Operations:

Revenue $ 886 $ 9,066 $ 512 $ 3,017 $ 3,08 $ 365 $ 4,071 $ 4,13
Cost of revenué 6,09t 6,037 3,187 1,98¢ 1,56¢ 1,91¢ 2,02¢ 2,371
Gross profit 2,76¢ 3,02¢ 1,93¢ 1,031 1,521 1,741 2,04¢ 1,75¢
Operating expenses:
Research and development 2,47: 2,052 1,84z 2,00¢ 1,624 1,86t 2,45; 2,80z
Selling, general and administrative 3,35¢ 3,201 2,911 2,53( 2,371 2,65¢ 2,74¢ 2,691
Restructuring Costs (Creditg) — (32 20€ 7 — — — —
Loss from operations (3,059 (2,199¢) (3,020 (3,519 (2,480 (2,782) (3,15€) (3,740
Gain on sale of TowerJazz
Semiconductor Ltd. Sharé&s — — 181 — — — — —
Interest expense a7 8 (20 (9 (12 (12 (24) (13
Interest income and other expense, net (27 (74 (52 4) 32 18 (50) (13)
Income (loss) before income taxes (3,109 (2,280 (2,91)) (3,529 (2,529 (2,77€) (3,230 (3,76€)
Provision for (benefit from) income
taxes® 86 (18) 33C 57 35 22 6 (45)
Net income (loss) $ (3,189 $ (2,262 $ (3,24) $ (358) $ (2,559 $ (2,799 $ (3,23¢) $ (3,72)
Net income (loss) per share:
Basic and Diluted $ (007) $ (005 $ (007 $ (005 $ (0.06) $ (0.060 $ (0.0 $ (0.20
Weighted average shares:
Basic and Diluted 49,13( 44,76 44,64 44,51° 44,40( 44,12; 40,15¢ 38,49¢
@ Since the second quarter of 2013, cost of reveaséritreased as percentage of revenue primardyr@sult of changes in customer
and product mix during these quarters.
@ Restructuring costs of $181,000 in 2013 were rdl&dethe Company's effort to consolidate and sthenits engineering organizatic
® During the second quarter of fiscal year 2013,Gbenpany sold its remaining 42,970 TowerJazz orglishares. This sale resulted in
a gain of $181,000.
@ Included within the provision for income taxes foe second quarter of fiscal year 2013 is a chiawrgfee amount of $273,000 relating

to the Company's investment in TowerJazz. This es@evas previously recorded as a component of otivaprehensive income and
reclassified to the provision for income taxes ugensale of the Company's investment in TowerJazz.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

Information regarding the change in our independenditors for fiscal year 2014 is set forth under taption “Proposal Three,
Ratification of Appointment of Independent RegistePublic Accounting Firm” in our Proxy Statememhich information is incorporated
herein by reference.

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

We maintain disclosure controls and proceduregydesi to ensure that information required to beloésa in the reports we file or
submit pursuant to the Securities and ExchangefAt934, as amended, is recorded, processed, surathand reported within the time
periods specified in the rules and forms of theuiges and Exchange Commission, and that suchirmgition is accumulated and
communicated to our management, including our Chiefcutive Officer and Chief Financial
Officer, as appropriate, to allow timely decisiorgarding required disclosure.

Management, with the participation of the Chief &xtése Officer and Chief Financial Officer, has faemed an evaluation of our
disclosure controls and procedures. Based on vaisiation, our Chief Executive Officer and Chieh&ncial Officer have concluded that, as of
December 29, 2013, our disclosure controls andguiores were effective.

Management's Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finaha@orting as defined in Rules
13a-15(f) and 15d:5(f) under the Securities Exchange Act of 1934raended. Internal control over financial reporisthe process design
by, or under the supervision of, our Chief Execai®fficer and Chief Financial Officer, and effectgdour board of directors, management
other personnel, to provide reasonable assurageediag the reliability of financial reporting atfie preparation of consolidated financial
statements for external purposes in accordancegeitierally accepted accounting principles, andiohes those policies and procedures that:
(i) pertain to the maintenance of records thatasonable detail accurately and fairly reflectteamsactions and dispositions of assets;

(i) provide reasonable assurance that transactiomsecorded as necessary to permit preparatioorsolidated financial statements in
accordance with generally accepted account priesjnd that receipts and expenditures of the Coyngi@ being made only in accordance
with authorizations of management and directorthefCompany; and (iii) provide reasonable assuraegarding prevention or timely
detection of unauthorized acquisition, use or digpmn of our assets that could have a materigloti®n the financial statements.

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

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial
Officer, we conducted an assessment of the effetiss of our internal control over financial regytas of the end of the period covered by
this Annual Report on Form 10-K. In making thisesssment, we used the criteria based on the frankesediforth by the Committee of
Sponsoring Organizations of the Treadway Commisgidinternal Control - Integrated Framework (199Based on the results of this
assessment, management (including our Chief Exec@tficer and our Chief Financial Officer) has cluied that, as of December 29, 2013 .
our internal control over financial reporting wdteetive.

The effectiveness of the Company's internal corttver financial reporting as of December 29, 2048 Ibeen audited by

PricewaterhouseCoopers LLP, an independent regisfmiblic accounting firm, as stated on their repppearing in this Annual Report on
Form 10-K.
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Changes in Internal Control Over Financial Reporting

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

ITEM 9B. OTHER INFORMATION

None.
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PART 1l

Certain information required by Part 11l is incorpted by reference from the definitive Proxy Stagahregarding our 2014 Annual
Meeting of Stockholders and will be filed not latkan 120 days after the end of the fiscal yesed by this Report.

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE
Information regarding the backgrounds of our officis contained herein under Item 1, “Executivei@@ffs and Directors.”

Information regarding the backgrounds of our diexis set forth under the caption “Proposal Onection of Directors’in our Proxy
Statement, which information is incorporated hemjrreference.

Information regarding our Audit Committee, our Au@ommittee financial expert, the procedures bychisiecurity holders may
recommend nominees to our Board and our Code ofi@drand Ethics is hereby incorporated herein Breace from the section entitled
“Board Meetings, Committees and Corporate Govergaimcthe Proxy Statement. A copy of our Code oh@act and Ethics is posted on our
website at http://ir.quicklogic.com. We intend #tisfy the disclosure requirement under Item 5:0Baym 8-K regarding an amendment to, or
a waiver from, this Code of Conduct and Ethics bgtimg such information on our website.

Information regarding compliance with Section 16{R)he Securities Exchange Act of 1934, as amendeadcorporated herein by
reference from the section entitled “Section 1&eheficial Ownership Reporting Compliance” in the@ Statement.

ITEM 11. EXECUTIVE COMPENSATION
The information required by Item 11 is set fortldanthe captions “Compensation Committee Interlaoid Insider Participation,”
“Executive Compensation, Compensation Discussiahfaralysis,” and “Compensation of Non-Employee Bicgs” in our Proxy Statement,

which information is incorporated herein by refaren

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by Item 12 is set fortldanthe captions “Equity Compensation Plan Summang' “Security Ownershiph
our Proxy Statement, which information is incorgedaherein by reference.

ITEM 13. CERTAIN RELATIONSHIPS, RELATED TRANSACTION S AND DIRECTOR INDEPENDENCE

The information required by Item 13 is set fortldanthe captions “Board Meetings, Committees angh@ate Governance” and
“Transactions with Related Persons” in our Proxat&nent, which information is incorporated hergjrrdference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by Item 14 is set fortldanthe caption “Fees Billed to QuickLogic by PriegerhouseCoopers LLP during
Fiscal Years 2013 and 2012 " in our Proxy Statem&hich information is incorporated herein by refece.

63




Table of Contents
PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a) 1. Financial Statement
Reference is made to Item 8 for a list of all fioi@hstatements and schedules filed as a parioRéport.
2. Financial Statement Schedules
QuickLogic Corporation

Valuation and Qualifying Accounts
(in thousands)

Balance at Charged to
Beginning Costs and Deductions/Write- Balance at
of Period Expenses offs End of Period
Allowance for Doubtful Accounts:
Fiscal Year 2013 $ 20 $ (200 % — $ —
Fiscal Year 2012 $ 10 $ 10 $ — 3 20
Fiscal Year 2011 $ 16 $ — $ ® $ 10
Allowance for Deferred Tax Assets:
Fiscal Year 2013 $ 60,22: $ 3,30t $ — % 63,52¢
Fiscal Year 2012 $ 56,067 $ 4,15¢ $ — % 60,22:
Fiscal Year 2011 $ 52,827 $ 3,24C $ — 3 56,067

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

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

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

Exhibit
Number Description

3.1@

Amended and Restated Certificate of Incorporatiothe Registrant.
3.2

Bylaws of the Registrant.
3.3@)

Certificate of Elimination of the Series A JuniaarBcipating Preferred Stock.
4.1

Specimen Common Stock certificate of the Registrant
4.319)

Form of Common Stock Warrant.
10.14

Form of Indemnification Agreement for directors anakcutive officers.
10.2001D

QuickLogic Corporation 1999 Stock Plan.
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10.30040

10.40040

1051010

10.6@10

10.8™3

10.9®

10.130419

10,1409

10.1571

10.17®

10.18©

10.19¢2

10.20¢2

10.21%¥

10.23®

10.240119

10.250119

10.26+17)

10.27011

10,2847

10.29¢®)

10.30@

10.31@

10.32?)
10.33®

10.34@4
10.35@)

10.36@)

Notice of Grant of Restricted Stock Units and Rettd Stock Unit Agreement under the 1999 Stock Pla
Notice of Grant of Stock Options and Stock Optiomakd Agreement under the 1999 Stock Plan.
Notice of Grant of Stock Purchase Right and RestliGtock Purchase Agreement under the 1999 Staok P

QuickLogic Corporation 1999 Employee Stock Purctzisa.

Lease dated June 17, 1996, as amended, betweasK&iC and Moffet Orchard Investors as Landlord dre Registrant
for the Registrant's facility located in Sunnyvaalifornia.

Patent Cross License Agreement dated August 2% bé8veen the Registrant and Actel Corporation.
Form of Change of Control Severance Agreement.
Form of Change of Control Severance Agreement farii®emas Hart.

2005 Executive Bonus Plan, as restated.

Second Amended and Restated Loan and Security fgreebetween Silicon Valley Bank and the registedféctive June
30, 2006.

First Amendment to Second Amended and Restated andrsecurity Agreement between Silicon Valley Ban#l the
registrant effective June 27, 2007.

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

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

Fourth Amendment to Second Amended and Restatel &od Security Agreement between Silicon ValleylBand the
registrant effective August 19, 2008.

Second Amendment to Lease Agreement between NetAppand QuickLogic Corporation effective Septembie, 2008.
QuickLogic Corporation 2009 Stock Plan.

QuickLogic Corporation 2009 Employee Stock PurcHzise.

Form of Notice of Grant and Stock Option Agreemamder the 2009 Stock Plan.

Form of Notice of Grant of Stock Purchase Rights$ Restricted Stock Purchase Agreement under the 3@tk Plan.

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

Fifth Amendment to Second Amended and Restated hodrSecurity Agreement between Silicon Valley Ban#l the
registrant effective September 25, 2009.

Form of Subscription Agreement.

Sixth Amendment to Second Amended and Restated &odrSecurity Agreement between Silicon Valley Ban#l the
registrant effective June 28, 2010.

Seventh Amendment to Second Amended and Restateddral Security Agreement between Silicon VallegkBand the
registrant effective June 9, 2011.

QuickLogic Corporation 2009 Stock Plan (Amended Bedtated March 10, 2011)

Eighth Amendment to Second Amended and Restated &iod Security Agreement between Silicon ValleylBand the
registrant effective June 4, 2012.

Third Amendment to Lease between NetApp, Inc. anitk)ogic Corporation dated August 3, 2012.

Ninth Amendment to Second Amended and Restated apdrSecurity Agreement between Silicon Valley Ban# the
registrant effective June 14, 2013.
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21.1@ Subsidiaries of the Registrant.

23.1 Consent of Independent Registered Public Accourking.

24.1 Power of Attorney.

31.1 CEO Certification pursuant to Section 302 of theb8aes-Oxley Act of 2002.

31.2 CFO Certification pursuant to Section 302 of theb8aes-Oxley Act of 2002.

CEO and CFO Certifications pursuant to 18 U.S.CtiSe 1350, as adopted pursuant to Section 90BeoSarbanes-Oxley

32 Act of 2002.

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutne

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhen

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenin

(1) Incorporated by reference to the Company's€R@gion Statement on Form S-1 declared effedfieber 14, 1999 (Commission File
No. 33:-28833).

(2 Incorporated by reference to the Company'suahReport on Form 10-K filed on March 14, 2002 if@oission File No. 00@2671)

3) Incorporated by reference to the Company'srt@dg Report on Form 10-Q filed on November 1302@Commission File No. 000-
22671).

(4) Incorporated by reference to the Company'su@hReport on Form 10-K filed on March 17, 2005 if@oission File No. 00@22671)

(5) Incorporated by reference to QuickLogic's @atrReport on Form B-(Item 5.03) filed on May 2, 200

(6) Incorporated by reference to the Company'srt@dg Report on Form 10-Q filed on December 22)@0Commission File No. 000-
22671).

@) Incorporated by reference to QuickLogic's @atrReport on Form B-(Item 1.01) filed on April 28, 200

(8) Incorporated by reference to the Company'suahReport on Form 10-K filed on March 15, 2007 ig@oission File No. 00@2671)

(9 Incorporated by reference to the Company'srt@dg Report on Form 10-Q filed on August 10, 2@@ommission File No. 000-
22671).

(20) Incorporated by reference to QuickLogic'sr€nt Report on Form 8-(Item 1.01 and Iltem 5.02) filed on September@Dz

(11) This exhibit is a management contract or compengaian or arrangemel

(12) Incorporated by reference to the Companyartedy Report on Form 10-Q filed on August 7, 20@®mmission File No. 000-
22671).

(13) Incorporated by reference to QuickLogic'sr€nt Report on Form &-(Item 1.01) filed on August 19, 20(

(14) Incorporated by reference to the Companyartetdy Report on Form 10-Q filed on November 802 (Commission File No. 000-
22671).

(15) Incorporated by reference to the CompanysuahReport on Form 10-K filed on March 11, 2008if@nission File No. 00@2671)

(16) Incorporated by reference to QuickLogic'sr€nt Report on Form &-(Item 1.01 and Item 5.02) filed on April 28, 20

a7) Incorporated by reference to QuickLogic'sr€nt Report on Form &-(Item 1.01 and Item 5.02) filed on August 4, 2(

(18) Incorporated by reference to QuickLogic'srf€at Report on Form 8-(Item 1.01) filed on October 1, 20t

(29) Incorporated by reference to QuickLogic'sr€at Report on Form 8-(Item 1.01) filed on November 17, 20

(20) Incorporated by reference to QuickLogic'sr€nt Report on Form 8/A (Item 1.01) filed on November 17, 201

(21) Incorporated by reference to QuickLogic'sr€at Report on Form 8-(ltem 1.01) filed on July 1, 201

(22) Incorporated by reference to QuickLogic'sr€nt Report on Form 8-(Item 1.01) filed on June 14, 20.

(23) Incorporated by reference to QuickLogic's @erdy Report on Form 10-Q filed on August 11, 2@Cbmmission File No. 0022671)
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(24) Incorporated by reference to QuickLogic'sr€nt Report on Form 8-(Item 1.01) filed on June 28, 20.

(25) Incorporated by reference to QuickLogic's @erdy Report on Form 10-Q filed on August 3, 2€dmmission File No. 00@2671)
(26) Incorporated by reference to Quicklogic'sr€nt Report on Form B-(Item 1.01) filed on June 18, 20.

(27) Incorporated by reference to Quicklogic'sr€nt Report on Form B-(Item 5.03) filed on November 26, 20
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, as amentiedregistrant has duly caus
this report to be signed on its behalf by the usideled, thereunto duly authorized on this 6th daylarch 2014 .

Q uick L ocic C ORPORATION

By: / s/ Andrew J. Pease

Andrew J. Pease
President and Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each persbose signature appears below constitutes anairgppAndrew J.
Pease and Ralph S. Marimon and each of them siagliyue and lawful attorneys-in-fact and agenth Will power of substitution and
resubstitution, for him and in his name, place steéd, in any and all capacities to sign this AhRegport on Form 10-K filed herewith and
any or all amendments to said report, and to iletame, with all exhibits thereto, and other damsin connection therewith, with the
Securities and Exchange Commission granting unitbattorneys-in-fact and agents the full power aathority to do and perform each and
every act and the thing requisite and necessdng ttone in and about the foregoing, as to all istand purposes as he or she might or could
do in person, hereby ratifying and confirming akt said attorneys-ifact and agents or any of them, or his substitaggy lawfully do or caus
to be done by virtue hereof.

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

Signature Title Date
Is/ ANDREW J. PEASE President and Chief Executive Officer; Director
Andrew J. Pease (Principal Executive Officer) March 6, 2014
/ s/ RaLpH S. M ARIMON Vice President, Finance, Chief Financial Officed &ecretaryPrincipal
Ralph S. Marimon Financial Officer and Principal Accounting Officer) March 6, 2014

[ s/ E. THomas H ART
E. Thomas Hart Chairman of the Board March 6, 2014

/ s/ Edgar D. Auslander
Edgar D. Auslander Director March 6, 2014

[ s/ M icHAEL J. CALLAHAN
Michael J. Callahan Director March 6, 2014

/ s/ M icHAEL R. FARESE
Michael R. Farese Director March 6, 2014

/ s/ A RTURO K RUEGER
Arturo Krueger Director March 6, 2014

/ s/ CHRISTINE R USSELL
Christine Russell Director March 6, 2014

/ s/ GARY H. T Auss
Gary H. Tauss Director March 6, 2014
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EXHIBIT INDEX

Exhibit
Number Description
3.1%
Amended and Restated Certificate of Incorporatiothe Registrant.
3.2°
Bylaws of the Registrant.
3.3@
Certificate of Elimination of the Series A JuniarBcipating Preferred Stock.
41"
Specimen Common Stock certificate of the Registrant
4.3%
Form of Common Stock Warrant.
10.1“"
Form of Indemnification Agreement for directors anakcutive officers.
10.2%"
QuickLogic Corporation 1999 Stock Plan.
10.3%*
Notice of Grant of Restricted Stock Units and Rettd Stock Unit Agreement under the 1999 Stock Pla
10.4%%
Notice of Grant of Stock Options and Stock Optiomakd Agreement under the 1999 Stock Plan.
10.5%"
Notice of Grant of Stock Purchase Right and RestliGtock Purchase Agreement under the 1999 Staok P
10.6“"
QuickLogic Corporation 1999 Employee Stock PurcHzise.
10.8" Lease dated June 17, 1996, as amended, betwears KaiiC and Moffet Orchard Investors as Landlord #re Registrant
for the Registrant's facility located in Sunnyvalalifornia.
10.9%
Patent Cross License Agreement dated August 2% bé8veen the Registrant and Actel Corporation.
10.13"*
Form of Change of Control Severance Agreement.
10.14"*
Form of Change of Control Severance Agreement fariiemas Hart.
10.15""
2005 Executive Bonus Plan, as restated.
10.17¢ Second Amended and Restated Loan and Security fgreiebetween Silicon Valley Bank and the registedféctive June
30, 2006.
10.18% First Amendment to Second Amended and Restated odiSecurity Agreement between Silicon Valley Band the
registrant effective June 27, 2007.
10.19" Second Amendment to Second Amended and RestateddmhSecurity Agreement between Silicon ValleylBand the
registrant effective June 27, 2008.
10.20* Third Amendment to Second Amended and Restated andrSecurity Agreement between Silicon Valley Band the
registrant effective July 31, 2008.
10.21* Fourth Amendment to Second Amended and Restatenl imeé Security Agreement between Silicon ValleyBand the
registrant effective August 19, 2008.
10.23*
Second Amendment to Lease Agreement between NetAppand QuickLogic Corporation effective Septembe, 2008.
10.24"*
QuickLogic Corporation 2009 Stock Plan.
10.25"*
QuickLogic Corporation 2009 Employee Stock Purctzisa.
10.26"*""

Form of Notice of Grant and Stock Option Agreemamder the 2009 Stock Plan.
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10.27%"
Form of Notice of Grant of Stock Purchase Rights Restricted Stock Purchase Agreement under th@ 3@tk Plan.

10.28""
Form of Notice of Grant of Restricted Stock UnitldRestricted Stock Unit Agreement under the 20@@ISPlan.

10.29* Fifth Amendment to Second Amended and Restated hadrSecurity Agreement between Silicon Valley Ban#l the
registrant effective September 25, 2009.

10.30%*
Form of Subscription Agreement.

Sixth Amendment to Second Amended and Restated &odrSecurity Agreement between Silicon Valley Ban#l the
10.31* registrant effective June 28, 2010.

Seventh Amendment to Second Amended and Restateddral Security Agreement between Silicon ValleglBand the
10.32% registrant effective June 9, 2011.

10.33@ QuickLogic Corporation 2009 Stock Plan (Amended Redtated March 10, 2011)

Eighth Amendment to Second Amended and Restated &iod Security Agreement between Silicon ValleylBand the
10.34@4 registrant effective June 4, 2012.

10.35@) Third Amendment to Lease between NetApp, Inc. anitklogic Corporation dated August 3, 2012.

Ninth Amendment to Second Amended and Restated apdrSecurity Agreement between Silicon Valley Ban# the
10.36@® registrant effective June 14, 2013.

21.1% Subsidiaries of the Registrant.

23.1 Consent of Independent Registered Public Accourking.

24.1 Power of Attorney.

31.1 CEO Certification pursuant to Section 302 of theb8aes-Oxley Act of 2002.
31.2 CFO Certification pursuant to Section 302 of theb@aes-Oxley Act of 2002.

CEO and CFO Certifications pursuant to 18 U.S.CtiSe 1350, as adopted pursuant to Section 906eoSarbanes-Oxley
32 Act of 2002.

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutne

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhen

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenin

(1) Incorporated by reference to the Company'ssR@gion Statement on Form S-1 declared effed@ieober 14, 1999 (Commission File
No. 33:-28833).

(2) Incorporated by reference to the Company'su@hReport on Form 10-K filed on March 14, 2002 if@oission File No. 00@22671)

3) Incorporated by reference to the Company'srt@dg Report on Form 10-Q filed on November 13)02@Commission File No. 000-
22671).

(4) Incorporated by reference to the Company'su@hReport on Form 10-K filed on March 17, 2005 if@oission File No. 00@22671)

(5) Incorporated by reference to QuickLogic's @atrReport on Form B-(Item 5.03) filed on May 2, 200

(6) Incorporated by reference to the Company'srt@dg Report on Form 10-Q filed on December 22)@0Commission File No. 000-
22671).

@) Incorporated by reference to QuickLogic's @atrReport on Form B-(Iltem 1.01) filed on April 28, 200

(8) Incorporated by reference to the Company'suahReport on Form 10-K filed on March 15, 2007 if@oission File No. 00@2671)

(9) Incorporated by reference to the Company'srt@dg Report on Form 10-Q filed on August 10, 2@@ommission File No. 000-
22671).
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(10)
(11)
(12)

(13)
(14)

(15)
(16)
(17)
(18)
(19)
(20)
(21)
(22)
(23)
(24)
(25)
(26)
(27)

Incorporated by reference to QuickLogic'sr€nt Report on Form 8-(Item 1.01 and Item 5.02) filed on September@Dz
This exhibit is a management contract or compengaian or arrangemel

Incorporated by reference to the Companyartedy Report on Form 10-Q filed on August 7, 20@®mmission File No. 000-
22671).

Incorporated by reference to QuickLogic'sr€nt Report on Form 8-(Iltem 1.01) filed on August 19, 20(

Incorporated by reference to the Companyartedy Report on Form 10-Q filed on November 8)2(Commission File No. 000-
22671).

Incorporated by reference to the CompanysuahReport on Form 10-K filed on March 11, 2008if@nission File No. 00@2671)
Incorporated by reference to QuickLogic'sr€nt Report on Form &-(Item 1.01 and Item 5.02) filed on April 28, 20
Incorporated by reference to QuickLogic'sr€nt Report on Form &-(Item 1.01 and Item 5.02) filed on August 4, 2(
Incorporated by reference to QuickLogic'sr€nt Report on Form B-(Item 1.01) filed on October 1, 20t

Incorporated by reference to QuickLogic'sr€at Report on Form 8-(Item 1.01) filed on November 17, 20

Incorporated by reference to QuickLogic'sr€nt Report on Form 8/A (Item 1.01) filed on November 17, 20

Incorporated by reference to QuickLogic'sr€nt Report on Form 8-(Iltem 1.01) filed on July 1, 201

Incorporated by reference to QuickLogic'sr€nt Report on Form 8-(Item 1.01) filed on June 14, 20.

Incorporated by reference to QuickLogic's @ery Report on Form 10-Q filed on August 11, 2@Cbmmission File No. 00@2671)
Incorporated by reference to QuickLogic'sr€nt Report on Form &-(Item 1.01) filed on June 28, 20.

Incorporated by reference to QuickLogic's @erdy Report on Form 10-Q filed on August 3, 2Cdmmission File No. 0082671)
Incorporated by reference to Quicklogic'sr€nt Report on Form B-(Item 1.01) filed on June 18, 20.

Incorporated by reference to Quicklogic'sr€nt Report on Form B-(Item 5.03) filed on November 26, 20
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EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-8 (N8-B839498, No. 333-123515,
No. 33:-76002, No. 333-34898, No. 333-34900 and No. 333324 and Form S-3 (No. 333-181819 and No. 333-19pa¥QuickLogic
Corporation of our report dated March 6, 2014 metpto the financial statements, financial statehsehedule and the effectiveness of internal
control over financial reporting, which appeargtis Form 16K.

/sl PricewaterhouseCoopers LLP
San Jose, California

March 6, 2014



EXHIBIT 31.1
CERTIFICATIONS
I, Andrew J. Pease, certify that:
1. I have reviewed this annual report on FornKlé®F QuickLogic Corporatior

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortaémstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statemamd 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 anaré responsible for establishing and maintainisgldsure 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 registramd &ave:

(a) Designed such disclosure controls and proesgar caused such disclosure controls and proesdoibe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

(b) Designed such internal control over finanoggdorting, or caused such internal control oveatfitial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamuoce with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registsatisclosure controls and procedures and presentbs report our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period coveyehis report based on
such evaluation; and

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

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

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrdgistrant's ability to record, process, summaaizé report financial
information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisamtifole in the
registrant's internal control over financial repugt

Date: March 6, 2014

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




EXHIBIT 31.2

I, Ralph S. Marimon, certify that:

1. I have reviewed this annual report on FornKl6F QuickLogic Corporatior

2. Based on my knowledge, this report does notaiommny untrue statement of a material fact ortamstate a material fact necessary t
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statemeamtd 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 anaré responsible for establishing and maintainisgldsure 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 registramd &ave:

(a) Designed such disclosure controls and proesgar caused such disclosure controls and proesdore designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

(b) Designed such internal control over finanoggdorting, or caused such internal control oveatditial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

(c) Evaluated the effectiveness of the registsatisclosure controls and procedures and preséntai report our conclusions
about the effectiveness of the disclosure conintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

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

5. The registrant's other certifying officer antllve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons 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 affectrbgistrant's ability to record, process, summaaizé report financial
information; and

(b) Any fraud, whether or not material, that inke$ management or other employees who have aisgmtifole in the
registrant's internal control over financial repugt

Date: March 6, 2014

/s/ Ralph S. Marimon
Ralph S. Marimon
Vice President, Finance and Chief Financial Officer




EXHIBIT 32

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

I, Andrew J. Pease, certify, pursuant to 18 U.S€xtion 1350, as adopted pursuant to Section 9@&darbanes-Oxley Act of 2002,
that the Annual Report of QuickLogic Corporationfeorm 10-K for the fiscal year ended December 29,32, fully complies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934 and that informationtedmed in such Annual Report on
Form 10-K fairly presents in all material respdtis financial condition and results of operatiohQuaickLogic Corporation.

By: /sl Andrew J. Pease

Date: March 6, 2014

Name: Andrew J. Pease

Title: President and Chief Executive Officer

I, Ralph S. Marimon, certify, pursuant to 18 U.SSection 1350, as adopted pursuant to Section Bie Garbanes-Oxley Act of 2002,
that the Annual Report of QuickLogic Corporationfearm 10-K for the fiscal year ended December 24,32, fully complies with the
requirements of Section 13(a) or 15(d) of the SdesrExchange Act of 1934 and that informationtaedgmed in such Annual Report on
Form 10-K fairly presents in all material respeabis financial condition and results of operatiohQaickLogic Corporation.

By: /sl Ralph S. Marimon
Date: March 6, 2014
Name: Ralph S. Marimon

Title: Vice President, Finance and Chief Financial Officer



