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Delaware 94-2885898
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

198 Champion Court, San Jose, California 95134
(Address of principal executive offices and zip code)

Registrant s telephone number, including area code: (408) 943-2600

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered
Common Stock, $.01 par value The NASDAQ Stock Market
Securities registered pursuant to Section 12(g) of the Act:

None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. ~ Yes x No
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. ~ Yes x No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. x Yes ~ No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months ( or for such shorter period that
the registrant was required to submit and post such files). x Yes ~ No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of larger accelerated filer,  accelerated filer, and smaller reporting company in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer x Accelerated filer ~ Non-accelerated filer ~ Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). = Yes x No

The market value of voting and non-voting common stock held by non-affiliates of the registrant, based upon the closing sale price of the
common stock on July 1, 2012 as reported on the NASDAQ Global Select Market, was approximately $1.8 billion. Shares of common stock
held by each executive officer and director and by each person who owns 5% or more of the outstanding common stock have been excluded
from the foregoing calculation in that such persons may be deemed affiliates. This determination of affiliate status is not necessarily a conclusive
determination for other purposes.

Table of Contents 2



Edgar Filing: CYPRESS SEMICONDUCTOR CORP /DE/ - Form 10-K

As of February 15, 2013, 145,984,047 shares of the registrant s common stock were outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Definitive Proxy Statement for the registrant s Annual Meeting of Stockholders to be filed pursuant to Regulation 14A for the
year ended December 30, 2012 are incorporated by reference in Items 10 - 14 of Part III of this Annual Report on Form 10-K.
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STATEMENTS

The discussion in this Annual Report on Form 10-K contains statements that are not historical in nature, but are forward-looking statements
within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as
amended, that involve risks and uncertainties, including, but not limited to, statements related to our manufacturing strategy, the expected timing
and costs related to our acquisition of Ramtron International Corporation, our expectation regarding dividends and stock repurchases, our
expectations regarding future technology transfers and other licensing arrangements, our expectations regarding the timing and cost of our
restructuring liabilities, expected purchases by IV, our expectations regarding our active litigation matters, our intention to appeal the GSI ruling
and our intent to defend ourselves in those matters; the competitive advantage we believe we have with our patents as well as our proprietary
programmable technologies and programmable products, our backlog as an indicator of future performance, the risk associated with our yield
investment agreements, our foreign currency exposure and the impact exchange rates could have on our operating margins, the adequacy of our
cash and working capital positions, the value and liquidity of our investments, including auction rate securities and our other debt investments,
our ability to recognize certain unrecognized tax benefits within the next twelve months as well as the resolution of agreements with various
foreign tax authorities, including especially our recent India tax audit, our investment strategy, the impact of interest rate fluctuations on our
investments, the volatility of our stock price, the adequacy of our real estate properties, the utility of our non-GAAP reporting, the adequacy of
our audits, the potential impact of our indemnification obligations and the impact of new accounting standards on our financial statements. We
use words such as plan, anticipate, believe, expect, future, intend and similar expressions to identify forward-looking statements. Such
forward-looking statements are made as of the date hereof and are based on our current expectations, beliefs and intentions regarding future
events or our financial performance and the information available to management as of the date hereof. Except as required by law, we assume no
responsibility to update any such forward-looking statements. Our actual results could differ materially from those expected, discussed or
projected in the forward-looking statements contained in this Annual Report on Form 10-K for any number of reasons, including, but not limited
to, the state and future of the general economy and its impact on the markets and consumers we serve and our investments; our ability to timely
deliver our proprietary and programmable technologies and products, the current credit conditions; our ability to expand our customer base, our
ability to transform our business with a leading portfolio of programmable products; the number and nature of our competitors; the changing
environment and/or cycles of the semiconductor industry; foreign currency exchange rates; our ability to efficiently manage our manufacturing
facilities and achieve our cost goals emanating from our flexible manufacturing strategy; our ability to achieve our goals related to our
restructuring activities; our success in our pending litigation matters, our ability to manage our investments and interest rate and exchange rate
exposure; changes in the law, the results of our pending tax examinations; our ability to achieve liquidity in our investments, the failure or
success of our Emerging Technology division and/or the materialization of one or more of the risks set forth above or in Item 1A (Risk Factors)
in this Annual Report on Form 10-K.
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PART I

ITEM 1.
General

Cypress Semiconductor Corporation ( Cypress ) delivers high-performance, mixed-signal, programmable solutions that provide customers with
rapid time-to-market and exceptional system value. Our offerings include the flagship Programmable System-on-Chip ( PSo€ ) families and
derivatives such as CapSense® touch sensing and TrueTouch® solutions for touchscreens. We are the world leader in Universal Serial Bus ( USB )
controllers, including the high-performance West Bridge® solution that enhances connectivity and performance in multimedia handsets. In

addition we are the industry leader in the high-performance SRAM memory market and a market leader in programmable timing devices. We

serve numerous markets including consumer, mobile handsets, computation, data communications, automotive, industrial and military. Cypress
programmable products can be found in a wide array of the world s leading end products, including cell phones, tablets, PCs and PC peripherals,
audio and gaming devices, household appliances, and communications devices.

Cypress was incorporated in California in December 1982. The initial public offering took place in May 1986, at which time our common stock
commenced trading on the NASDAQ National Market. In February 1987, we were reincorporated in Delaware and in October 1988, we began
listing our common stock on the New York Stock Exchange under the symbol CY. On November 12, 2009, we voluntarily moved our stock
listing back to the NASDAQ Global Select Market, maintaining the CY ticker symbol.

Our corporate headquarters are located at 198 Champion Court, San Jose, California 95134, and our main telephone number is (408) 943-2600.
We maintain a website at www.cypress.com. The contents of our website are not incorporated into, or otherwise to be regarded as part of, this
Annual Report on Form 10-K.

Our fiscal 2012 ended on December 30, 2012, fiscal 2011 ended on January 1, 2012 and fiscal 2010 ended on January 2, 2011.
Business Segments

As of the end of fiscal 2012, our organization included the following business segments:

Business Segments Description
Memory Products Division A division that focuses on static random access memory ( SRAM ), nonvolatile business
units and general-purpose programmable clocks. Its purpose is to enhance our No. 1
position in SRAMs and invent new and related products.

Data Communications Division A division focused solely on USB controllers, WirelessUSB and West Bridg®
peripheral controllers for handsets, PCs and tablets. Its purpose is to enhance our No. 1
position in USB.

Programmable Systems Division ( PSD ) A division focusing primarily on our PSoC® and PSoC-based products. This business

segment focuses on (1) the PSoC platform family of devices including PSoC 1, PSoC 3
and PSoC 5 and all derivatives, (2) PSoC-based user interface products such as
CapSense® touch-sensing and TrueTouch® touchscreen products, (3) PSoC-based

module solutions including Trackpad and Ovation Optical Navigation Sensors ( ONS )
and (4) automotive products. PSD is chartered to become No. 1 in CapSense and
TrueTouch and chartered to build the base PSoC franchise.
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Business Segments Description

Emerging Technologies Division ( ETD ) Our startup division includes AgigA Tech Inc. and Deca Technologies Inc., both of
which are subsidiaries of Cypress. ETD also includes our foundry business and other
development-stage activities. Note that certain businesses, such as our trackpad
business, have graduated from ETD as it was reported in 2011 into operating divisions.

For additional information on our segments, see Note 19 of Notes to Consolidated Financial Statements under Item 8.

Business Strategies

Cypress is committed to managing its expenses and to maintaining a strong balance sheet. We have successfully transitioned many of our
business operations to lower-cost centers, including India, the Philippines and China. In addition, we are using foundry partners for more of our
manufacturing needs.

In 2010, Cypress continued to focus sales, marketing, and product development on its touch business, which includes touchscreens and
button-replacement technologies. As a result, we realized significant revenue growth for our PSoC-based TrueTouch touchscreen controllers and
CapSense capacitive-touch-sensing products, primarily in the handset market. We also realized our first design win in ONS, which provides
unique touch sensors for mobile phones. As a result, Cypress s handset revenue increased by more than 30 percent, year over year.

In 2011, Cypress introduced three important products: Gen4 TrueTouch controllers, EZ-USB® FX3 controllers for USB 3.0, and the West
Bridge® Benicia controller, which brings USB 3.0 capability to mobile devices. All of these families have received positive customer acceptance
and continue to add incremental revenue.

In 2012, Cypress acquired Ramtron International Corporation ( Ramtron ) for a purchase price of $107.9 million. Ramtron is a leading provider of
high-speed, non-volatile memory based in Colorado Springs, Colorado. Ramtron s F-RAM based products complement Cypress s nvSRAM
product line, enabling Cypress to offer the industry s most comprehensive high-speed, non-volatile memory offering for mission-critical
applications. Cypress also introduced the PSoC SLP Programmable System-on-Chip family of low-power, precision analog devices for a wide
variety of industrial, medical and consumer applications. The Company also delivered a new TrueTouch family called TrueTouch Gen4X, which
offers the industry s best touchscreen performance in the presence of noise sources such as low-cost phone chargers.

In fiscal 2013, Cypress will continue to pursue the following key strategies:

Drive profitability. Driving profitability and a high return on investment for our stockholders is our first priority. Toward that end,
Cypress has implemented a tight, corporate-wide focus on gross margin and operating expenses. Over the past several years, Cypress
has continued to move its operations to low-cost centers in India, the Philippines and China and implemented a flexible manufacturing
model. As a result of these efforts, Cypress has been able to offer impressive shareholder value by repurchasing more than $911.6
million in stock since 2010, and by raising the quarterly dividend to $0.11 per share starting in April 2012.

Drive programmability. We believe our proprietary programmable technologies and programmable product leadership, led by our
flagship PSoC family of devices, represents an important competitive advantage for us. Driven by current and anticipated demand, we
continue to define, design and develop new programmable products and solutions that offer our customers increased flexibility and
efficiency, higher performance, and higher levels of integration with a focus on analog functionality.
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Extend technology leadership and drive PSoC® proliferation. The most important step of our programmability initiative is to drive
PSoC® adoption in large market segments. PSoC® devices can be used in applications ranging from cell phones, MP3 players, tablets
and Ereaders to appliances and cars, etc. The product s easy-to-use programming software and development kits can facilitate rapid
adoption across many different platforms.

Focus on large and growing markets. We will continue to pursue business opportunities in large and growing markets, including
handheld and human interface/consumer devices, personal health monitoring, industrial sensing and control, mobile accessories,
automotive, and system management.

Collaborate with customers to build system-level solutions. We work closely with customers from initial product design through
manufacturing and delivery. Our sales, customer and technical support, product marketing and development efforts are organized to
optimize our customers design efforts, helping them achieve product differentiation and improve time-to-market. Our engineering
expertise is focused on developing whole product solutions, including silicon, software and reference designs.

Leverage flexible manufacturing. Our manufacturing strategy combines capacity from leading foundries with output from our internal
manufacturing facilities. This initiative allows us to meet rapid swings in customer demand while lessening the burden of high fixed
costs, a capability that is particularly important in high-volume consumer markets that we serve with our leading programmable
product portfolio.

Identify and exit legacy or non-strategic, underperforming businesses. A focused business will allow us to better achieve our current
objectives. Over the past three years, we have divested certain business units that were inconsistent with our future business initiatives
and long-term plans. Exiting these businesses has allowed us to focus our resources and efforts on our core programmable and
proprietary business model. Our recent divestiture of Cypress Envirosystems is an example of Cypress executing on this strategy. As
part of our growth strategy, we will continue to review our business units to ensure alignment with our short and long-term goals.

Pursue complementary strategic relationships. Complementary acquisitions can expand our markets and strengthen our competitive
position. As part of our growth strategy, we continue to selectively assess opportunities to develop strategic relationships, including
acquisitions, investments and joint development projects with key partners and other businesses. We also have a unique venture based
start up model that is part of our Emerging Technologies division and we expect to continue to make significant investments in current
ventures as well as new ventures.
As we continue to implement our strategies, there are many internal and external factors that could impact our ability to meet any or all of our
objectives. Some of these factors are discussed under Item 1A.

Product/Service Overview

Programmable Solutions Division ( PSD ):

The Programmable Solutions Division designs and develops solutions for many of the world s leading end-product manufacturers. Its
programmable product offerings are the linchpin of our programmable solutions strategy. This division s products include PSoC devices,
CapSense, and TrueTouch touch-sensing/touchscreen products, module-based solutions including optical navigations sensors and trackpads, and
automotive products. PSoC® products are used in various consumer applications such as MP3 players, mass storage, household appliances,
laptop computers and toys. The TrueTouch touchscreen products are used in mobile phones, tablets, GPS, digital cameras and other mobile
systems. CapSense devices are used in any application that employs buttons or sliders.
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The following table summarizes the markets and applications related to our products in this segment:

Products Markets Applications

PSoC® 1, PSoC® 3 and PSoC® 5 Consumer, handsets, industrial, Digital still and video cameras, appliances, handheld devices,
medical, communications, notebook computers, LCD monitors, medical devices, mice,
automotive keyboards, industrial, toys, mobile accessories and e-Bikes.

TrueTouch Consumer, computation, handsets, Mobile handsets, tablets, portable media players, cameras,
communication, gaming, autos, video games, GPS systems, keyboards and other
automotive applications.

CapSense Consumer, industrial, Notebook computers and PCs, appliances, handheld devices,
computation, white goods, automotive control pads/media centers, digital cameras, toys,
communication, automotive consumer products and many other applications.

Trackpad Solutions PCs, consumer Cypress has applied its capacitive sensing expertise to the

trackpad market for laptop computers. Trackpads offer cursor
control and other functions, and Cypress s solution has been
adopted by multiple PC manufacturers.

Optical Navigation Sensors PC peripherals, consumer Our OvationONS technology is used in smartphones, tablet
PCs, remote controls, e-book readers, wired and wireless mice
and industrial applications.

PSoC® Programmable System-on-Chip products. Our PSoC® products are highly integrated, high-performance mixed-signal devices with an

on-board microcontroller, programmable digital and analog blocks, SRAM and flash memory. They provide a low-cost, single-chip solution for

a variety of consumer, industrial, medical, and system management applications. A single PSoC® device can potentially integrate as many as 100

peripheral functions saving customers design time, board space, power consumption, and system costs. Because of its programmability, PSoC®

allows customers to make modifications at any point during the design cycle, providing unmatched flexibility.

Cypress s PSo€ 1 device delivers performance, programmability and flexibility with a cost-optimized 8-bit M8 CPU subsystem. PSoC® 3 uses
an 8-bit, Intel® 8051-based microcontroller with 7.5 times more computing power than PSoC® 1. The 32-bit, ARM®-Cortex -based PSo€ 5 has
25 times more computing power than PSoC® 1. The analog-to-digital converters on PSoC® 3 and PSoC® 5 are 256 times more accurate and 10
to 30 times faster than PSoC® 1, and there are 10 times more programmable logic gates available. PSoC® Creator is a unique design tool that
allows engineers to use intuitive schematic-based capture and dozens of certified, firmware-defined, pre-packaged peripherals. In 2011, Cypress
introduced PSoC® Creator 2.0, which offers compatibility with popular third-party compilers. It also announced multiple design wins with new
customers. Cypress shipped its 1.5 billionth PSoC® device in 2012, and its online community for developers of PSoC® and other products
(www.cypress.com/go/community) featuring technical forums, blogs and videos grew to over 60,000 registered users. In December 2012,
Cypress hosted PSoC World, an online tradeshow that attracted more than 5,000 attendees.

TrueTouch Touchscreen Solutions. TrueTouch is a single-chip touchscreen solution that can interpret the inputs of more than 10 fingers from all
areas of the screen simultaneously. This enables designers to create new usage models for products such as mobile handsets, tablets, digital
camers, portable media players ( PMPs ), GPS and other products. The TrueTouch family also includes devices that perform traditional
touchscreen functions including interpreting single touches, and gestures such as tap, double-tap, pan, pinch, scroll, and
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rotate. In 2012, Cypress introduced the Gen4X family of TrueTouch controllers, which delivers the industry s best noise performance along with
a host of exclusive features. We also shipped new, low-cost single-layer sensor technologies that enable manufacturers to replace resistive
screens with capacitive screens. We are shipping products from the TrueTouch family into many of the world s leading cell phone Original
Equipment Manufacturers ( OEM ).

CapSense. Our CapSense capacitive touch-sensing solutions replace mechanical switches and controls with simple, touch-sensitive controls by
detecting the presence or absence of a conductive object (such as a finger) and measuring changes in capacitance. This technology lends itself
equally well to buttons, sliders, touchpads, touchscreens and proximity sensors, taking industrial design possibilities to a much higher level. The
CapSense family supports all different ranges of general purpose inputs/outputs, buttons and slider devices. Cypress s CapSense devices feature
SmartSense technology, an automatic tuning solution for that dynamically detects and adjusts a system s capacitive-sensing parameters,
eliminating the need for manual tuning. Cypress has replaced more than 4 billion buttons with CapSense technology and is the worldwide
capacitive sensing market share leader in handsets.

Data Communications Division ( DCD ):

The Data Communications Division focuses solely on USB controllers, WirelessUSB  and West Bridg® peripheral controllers for handsets, PCs
and tablets. Its purpose is to enhance our No. 1 position in USB. USB is used primarily in PC and peripheral applications and is finding
increased adoption rates in consumer devices such as MP3 players, mobile handsets and set-top boxes.

The following table summarizes the markets and applications related to our products in this segment:

Products Markets Applications
USB controllers PC peripherals, Printers, cameras, industrial equipment, mice, keyboards, handheld devices, gamepads and
consumer electronics joysticks, VoIP phones, headsets, presenter tools, dongles, point of sale devices and bar
code scanners.
Peripheral bridge Consumer, mobile Cellular phones, portable media players, personal digital assistants, digital cameras and
controllers handsets printers.
WirelessUSB PC peripherals Mice, keyboards, wireless headsets, consumer electronics, gamepads, remote controllers,

toys and presenter tools.
USB Controllers. Cypress is the market leader in USB with more than one billion devices shipped. USB provides the primary connection
between a PC and peripherals, including keyboards, mice, printers, joysticks, scanners and modems. It is also used to connect various non-PC
systems, such as handheld games, digital still cameras and MP3 players. The USB standard facilitates a plug-and-play architecture that enables
instant recognition and interoperability when a USB-compatible peripheral is connected to a system. We offer a full range of USB solutions,
including low-speed (1.5 Mbps), full-speed (12 Mbps), high-speed (480 Mbps) and now Super Speed (up to 5 Gbps) USB products. We also
offer a variety of USB hubs, transceivers, serial interface engines and embedded-host products for a broad range of applications.

West Bridge® Peripheral Bridge Controllers. Our West Bridge products enable direct connection between peripherals, creating ultra-fast
transfers while offloading the main processor from data-intensive operations. The West Bridge family complements the main processor by
adding support for next generation and latest standards and allowing simultaneous transfers between peripherals and processing elements. West
Bridge controllers are three-ported devices designed specifically for handsets to provide a direct path from PC to handset mass storage, freeing
baseband/applications processor resources by limiting its involvement in these high-density transfers. Additionally, West Bridge creates
simultaneous usage models by adding dedicated paths between the three ports to literally create multiple usage models such as using the handset
as a modem, while downloading multimedia files, and playing music. The West Bridge Benicia product was the first controller to bring USB 3.0
speed (up to 5 Gbps) to mobile handsets.
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WirelessUSB . Designed for short-range wireless connectivity, WirelessUSB enables personal computer peripherals, gaming controllers, remote
controls, toys, and other point-to-point or multipoint-to-point applications to cut the cord with a low-cost, 2.4-GHz wireless solution. The
WirelessUSB system acts as a USB human interface device, so the connectivity is transparent to the designer at the operating system level.
WirelessUSB also operates as a simple, cost-effective wireless link in a host of other applications including industrial, consumer, and medical
markets. Cypress introduced WirelessUSB NL in 2011, which offers very low power consumption for high-volume markets.

Memory Products Division ( MPD ):

Our Memory Products Division designs and manufactures SRAM products and nonvolatile SRAMs ( nvSRAM s) which are used to store and
retrieve data in networking, wireless infrastructure and handsets, computation, consumer, automotive, industrial and other electronic systems.
Cypress is the world s No.1 supplier of SRAMs due to its broad portfolio of high-performance, synchronous SRAMs, consolidation within the
supply base and additional share gains with strategic global customers. Our memory products target a variety of markets including networking,
telecommunications, wireless communications and consumer applications. In 2011, we reaffirmed our commitment to the SRAM market with
investments in new product development for next generation of high-performance synchronous SRAMs to extend the QDR architecture. We

have also completed a major capacity expansion with one of our foundry partners that triples the capacity for our advanced 65-nm SRAM
products with very low lead-times. In addition, we are also investing in a new wafer manufacturing process technology and expanding our
patented autoline packaging and test capability that dramatically cuts our packaging time and cost. In 2012, Cypress acquired Ramtron to add to
our non-volatile memory portfolio.

Our MPD also includes timing technology products and specialty memory offerings.

The following table summarizes the markets and applications related to our products in this segment:

Products
Asynchronous SRAMs

Synchronous SRAMs

nvSRAMs

F-RAMs

Dual-port

Memories

First-in, first-out ( FIFO )

Memories

Programmable clocks

RoboClock® buffers

Markets
Consumer, networking

Base station, networking

Servers, industrial

Automotive, medical

Networking,
telecommunication

Video, data
communications,
telecommunications,
networking

Communications,
computation

Communications

Applications
Consumer electronics, switches and routers, automotive, peripheral and industrial
electronics.

Wireline networking, wireless base stations, high bandwidth applications and
industrial electronics.

Redundant array of independent disk servers, point of sale terminals, set-top boxes,
copiers, industrial automation, printers, single-board computers and gaming.

Smart electric meters, aerospace, medical systems, automotive, industrial controls,
electronic point-of-sale terminals, printers and wireless (RFID) memory.

Medical and instrumentation, storage, wireless infrastructure, military
communications, image processors and base stations.

Video, data communications, telecommunications, and network switching/routing.

Set-top boxes, copiers, printers, HDTV, industrial automation, printers, single-board
computers, IP phones, storage devices, servers and routers.

Base stations, high-end telecom equipment (switches, routers), servers and storage.

Asynchronous SRAMs. We manufacture a wide selection of fast asynchronous and micropower SRAMs with densities ranging from 16 Kbits to
64 Mbits. These memories are available in many combinations of bus widths,
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packages and temperature ranges including automotive. They are ideal for use in point-of-sale terminals, gaming machines, network switches
and routers, IP phones, IC testers, DSLAM Cards and various automotive applications. Additionally, we introduced the market s first 32-bit and
64-bit fast asynchronous SRAMs targeting storage servers, switches, routers, test and military equipment.

Synchronous SRAMs. Our high-speed synchronous SRAMs include standard synchronous pipelined, No Bus Latency ( NoBL ), Quad Data Rate,
and Double Data Rate SRAMs, and are typically used in networking applications. NoBL synchronous SRAMs are optimized for high-speed
applications that require maximum bus bandwidth up to 250 MHz, including those in the networking, instrumentation, video and simulation
businesses. Double Data Rate ( DDR ) SRAMSs target network applications and servers that operate at data rates up to 550 MHz. Quad Data Rate
( QDR) products are targeted toward next-generation networking applications, particularly switches and routers that operate at data rates beyond
550 MHz and offer twice the bus bandwidth of DDR SRAMs. In 2011, Cypress introduced the industry s first 65-nm QDR and DDR SRAMs.
The 144-Mbit and 72-Mbit devices, developed with foundry partner UMC, feature the industry s fastest clock speeds and operate at half the
power of their 90-nm predecessors. They are ideal for networking, medical imaging and military signal processing.

nvSRAMs. nvSRAMs are products that operate similar to standard asynchronous SRAM and reliably store data into an internal nonvolatile array
during unanticipated power downs. The competitive advantage of an nvSRAM is infinite endurance and much faster read/write speed than a

serial flash or EEPROM. Additionally, these high-speed nonvolatile SRAM devices can store data for more than 20 years without battery

backup. These memories are ideal for redundant array of independent disks ( RAID ) storage arrays, metering applications, multifunction printers
and other industrial applications, such as PLCs. Additionally, we have our 1-Mbit serial nonvolatile SRAM family and our 4-Mbit and 8-Mbit
parallel nvSRAMs with an integrated real-time clock, providing failsafe battery-free data backup in mission-critical applications.

F-RAMs. Cypress s new F-RAM memories, offer extremely low power with the same non-volatility as nvSRAM products. F-RAM memory cells
are immune to gamma radiation and EMI, making them well-suited to certain aerospace and medical systems. Other applications include
automotive, smart electric meters, industrial controls, electronic point-of-sale terminals, printers and wireless (RFID) memory.

Dual-Port Memories. Dual ports, which can be accessed by two different processors or buses simultaneously, target shared-memory and
switching applications, including networking switches and routers, cellular base stations, mass-storage devices and telecommunications
equipment. We offer a portfolio of more than 160 synchronous and asynchronous dual-port interconnects ranging in densities from 8 Kbits to 36
Mbits with speeds of up to 250 MHz. Our dual ports are the compelling solutions for interprocessor communication in a broad range of
applications. For high-volume multiprocessor applications (wireless handsets, PDAs, consumer) we offer the MoBL dual port, providing a low
cost, quick time-to-market interconnect solution with the industry s lowest power-consumption.

FIFO Memories. FIFOs are used as a buffer between systems operating at different frequencies. Our high-performance FIFO products provide
the ideal solution to interconnect problems such as flow control, rate matching, and bus matching. Our FIFO portfolio is comprised of more than
100 synchronous and asynchronous memories in a variety of speeds, bus widths, densities and packages. Using industry-standard pinouts, these
products are easily integrated into new and existing designs. Unidirectional, bidirectional, tri-bus and double sync configurations are available
with built-in expansion logic and message-passing capabilities for various markets including video, data communications, telecommunications
and network switching/routing. In 2011, Cypress introduced the industry s highest density FIFOs at 72 Mbits.

Programmable Clocks. Programmable timing solutions such as our InstaClock device combine high performance with the flexibility and fast
time to market of field-programmable devices at a cost that is competitive against custom clocks at equivalent volumes. Working with our
easy-to-use CyberClocks software, designers can optimize device parameters such as drive strength, phased-lock loop bandwidth and crystal
input capacitive loading.
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Our programmable clocks are ideal for devices requiring multiple frequencies including Ethernet, PCI, USB, HDTV, and audio applications.
Additionally, the FleXO family of high-performance clock generators can be instantly programmed in the factory or field to any frequency up to
650 MHz, accelerating time to market and improving manufacturing quality.

RoboClock Clock Buffers. Our RoboClock family of clock buffers feature programmable output skew, programmable multiply/divide factor, and
user-selectable redundant reference clocks that provide fault tolerance. Designers can control output skew and multiply and divide factors to help
accommodate last-minute design changes. RoboClock offers a high-performance timing solution for designers of communications, computation
and storage networking applications.

Emerging Technologies:

Cypress s Emerging Technology Division consists of businesses outside our core semiconductor business. It includes majority-owned
subsidiaries AgigA Tech, Inc., Deca Technologies, Inc., foundry services, other development stage activities and certain corporate expenses.

AgigA Tech, Inc. AgigA Tech, a majority-owned and fully independent subsidiary of Cypress, is an industry pioneer in the development of
high-speed, high-density, battery-free non-volatile memory solutions. Its flagship product, AGIGARAM , merges NAND Flash, DRAM and an
ultracapacitor power source into a highly reliable non-volatile memory subsystem, delivering unlimited read/write performance at RAM speeds,
while also safely backing up all data when power is interrupted. The patent pending approach couples innovations in power management,
high-speed data movement and systems knowledge, while leveraging high volume readily available memory technologies to provide a unique
non-volatile solution scalable to very high densities. In 2011, AgigA Tech won a Red Herring Top 100 award.

Deca Technologies, Inc. ( Deca ). Deca is a majority-owned and fully independent subsidiary of Cypress. Headquartered in Tempe, AZ., and
with global capabilities, Deca has pioneered a breakthrough approach to wafer level packaging and interconnect technology inspired by
SunPower Corporation s unique solar wafer fabrication methodology. Deca s initial product offering includes a series of wafer level chip scale
packaging ( WLCSP ) solutions serving several of the top 25 semiconductor producers. Deca s approach enables industry leading cycle times,
flexibility and value for WLCSP which is one of the semiconductor industry s fastest growing electronic interconnect technologies.

Acquisition

In November 2012, we completed the acquisition of Ramtron and purchased all of Ramtron s outstanding common stock at a purchase price of
$3.10 per share for a total cash payment of $100.9 million, equity consideration totaling $1.8 million and incurred direct transaction costs of
$15.3 million. This $15.3 million of acquisition related expenses includes legal, banker, severance expenses and costs related to the acceleration
of terminated employee stock awards. All existing Ramtron equity based incentive plans were terminated upon the completion of the acquisition.

See Note 2 of Notes to Consolidated Financial Statements under Item 8 for further discussion.
Divestitures

On December 19, 2012, we completed the divestiture of our wholly-owned subsidiary Cypress Envirosystems ( Envirosystems ) and we received
nominal consideration that is dependent upon future performance. Envirosystems was part of our ETD segment and as a result of the sale we
recorded a loss of $1.6 million in (Gain) loss on divestiture, on the Consolidated Statement of Operations.

As part of Cypress s continued efforts to focus on programmable products including our flagship PSo€ programmable system-on-chip solutions
and our TrueTouch touch-sensing controllers, we divested our image sensors product families and sold them to ON Semiconductor Corporation
on February 27, 2011 in an all cash transaction for a consideration of approximately $34 million.
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For additional information on these divestitures, see Note 3 of Notes to Consolidated Financial Statements under Item 8.
Manufacturing

Our core manufacturing strategy  flexible manufacturing combines capacity from foundries with output from our internal manufacturing facilities.
This initiative allows us to meet rapid swings in customer demand while lessening the burden of high fixed costs, a capability that is particularly
important in high-volume consumer markets that we serve with our leading programmable product portfolio.

We currently manufacture approximately 69% of our semiconductor products at our wafer manufacturing facility in Bloomington, Minnesota.
External wafer foundries, mainly in Asia, manufactured the balance of our products and we expect that our wafer foundry partners will continue
to increase their manufacturing as a percentage of total output.

We conduct assembly and test operations at our highly automated assembly and test facility in the Philippines. This facility accounts for
approximately 36% of the total assembly output and 36% of the total test output. Various subcontractors in Asia performed the balance of the
assembly and test operations.

Our facility in the Philippines performs assembly and test operations manufacturing volume products and packages where our ability to leverage
manufacturing costs is high. This facility has ten fully integrated, automated manufacturing lines enabling complete assembly and test
operations. These autolines require fewer people to run and have shorter manufacturing cycle times than conventional assembly/test operations,
which enable us to respond more rapidly to changes in demand.

We have a strategic foundry partnership with Grace Semiconductor Manufacturing Corporation ( Grace ), located in Shanghai, China. Our
agreement with them transferred certain proprietary process technologies to Grace and provided additional production capacity to augment
output from our manufacturing facilities. Since 2007, when we completed the transfer of our 0.35-micron SONOS, 0.13-micron SRAM and
LOGIC processes and 0.09-micron SRAM, we have been purchasing products from Grace that are manufactured using these processes. In
conjunction with our partnership with Grace, we made certain pre-payments to them in fiscal 2011 to secure a certain supply of wafers. The
pre-payments are applied to purchases of wafers from Grace over a period of two years ending February 22, 2013. As of December 30, 2012, the
unapplied pre-payment balance was approximately $7.3 million.

We also have a strategic foundry partnership with United Microelectronics Corporation ( UMC ), located in Taiwan. We use UMC s 65nm process
to produce our leading edge SRAM products which we have been shipping since 2008. Since 2008, we have continuously introduced higher

density SRAM products up to 144Mb. Additionally, we have utilized UMC s 65nm baseline to create derivative processes and products. These
derivatives include an embedded flash process to support the next generation programmable system-on-chip and nvSRAM products as well as a
derivative utilized to manufacture our USB 3.0 controller.

Manufacturing Alliances

As part of our acquisition of Ramtron, we acquired a commercial manufacturing agreement for F-RAM products with Texas Instruments ( TI ).
The agreement was entered into in 2007 and amended in 2011 and 2012. Under that agreement, the Company provides certain design, testing
and other activities associated with product development, and TI provides certain foundry and related services. As amended on November 30,
2012, the agreement provides for automatic renewals unless written notice of termination is given prior to the end of any renewal period. If
notice of termination is given, the agreement terminates one year thereafter and the Company may place last orders and take delivery of product
during the following year. The agreement contains various obligations of the parties, including obligations for us regarding minimum orders and
negotiated pricing of products we purchase.
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Research and Development

Research and development efforts are focused on the development and design of new semiconductor products, as well as the continued
development of advanced software platforms primarily for our programmable solutions. Our goal is to increase efficiency in order to maintain
our competitive advantage. Our research and development organization works closely with our manufacturing facilities, suppliers and customers
to improve our semiconductor designs and lower our manufacturing costs. During fiscal 2012, 2011, and 2010, research and development
expenses totaled $189.9 million, $190.0 million, and $176.8 million, respectively.

We have both central and division-specific design groups that focus on new product creation and improvement of design methodologies. These
groups conduct ongoing efforts to reduce design cycle time and increase first pass yield through structured re-use of intellectual property blocks
from a controlled intellectual property library, development of computer-aided design tools and improved design business processes. Design and
related software development work primarily occurs at design centers located in the United States, Europe, India and China.

Customers, Sales and Marketing

We sell our semiconductor products through several channels: sales through global domestically-based distributors; sales through international
distributors and manufacturing representative firms; and sales by our sales force to direct original equipment manufacturers and their
manufacturers. Our marketing and sales efforts are organized around five regions: North America, Europe, Japan, Greater China, and the rest of
Asia. We also have a strategic-account group and a contract-manufacturing group which are responsible for specific customers with worldwide
operations. We augment our sales effort with field application engineers, specialists in our products, technologies and services who work with
customers to design our products into their systems. Field application engineers also help us identify emerging markets and new products.

Outstanding accounts receivable from three of our distributors, accounted for 12.2%, 11.9% and 10.2%, respectively, of our consolidated
accounts receivable as of December 30, 2012. Outstanding accounts receivable from three of our distributors, accounted for 14.1%, 13.9% and
11.1%, respectively, of our consolidated accounts receivable as of January 1, 2012.

Revenue generated through Avnet, Inc., Macnica Inc., and Arkian, three of our distributors, accounted for 13.5%, 12.4% and 10.1%
respectively, of our consolidated revenue for fiscal 2012. Samsung Electronics ( Samsung ), an end customer, purchases our products from certain
of our distributors. Shipments to Samsung accounted for 10.8% of our consolidated revenue for fiscal 2012.

Revenue generated through Avnet Inc. and Weikeng Industrial Co. Ltd, two of our distributors accounted for 12.8% and 11.2%, respectively, of
our consolidated revenue for fiscal 2011. Shipments to Samsung accounted for 10.0% of our consolidated revenue for fiscal 2011.

Revenue generated through Avnet Inc. and Arrow Electronics, Inc., two of our distributors accounted for 15% and 10%, respectively, of our
consolidated revenue for fiscal 2010. We had no end customers accounting for 10% or greater of our consolidated revenue for fiscal 2010.

Backlog

Our sales typically rely upon standard purchase orders for delivery of products with relatively short delivery lead times. Customer relationships
are generally not subject to long-term contracts. However, we have entered into long-term supply agreements with certain customers. These
long-term supply agreements generally do not contain minimum purchase commitments. Products to be delivered and the related delivery
schedules under these long-term contracts are frequently revised to reflect changes in customer needs. Accordingly, our backlog at any particular
date is not necessarily representative of actual sales for any succeeding period and we believe that our backlog is not a meaningful indicator of
future revenues.

13

Table of Contents 15



Edgar Filing: CYPRESS SEMICONDUCTOR CORP /DE/ - Form 10-K

Table of Conten
Competition

The semiconductor industry is intensely competitive and continually evolving. This intense competition results in a challenging operating
environment for most companies in this industry. This environment is characterized by the potential erosion of product sale prices over the life
of each product, rapid technological change, limited product life cycles, greater brand recognition and strong domestic and foreign competition
in many markets. Our ability to compete successfully depends on many factors, including:

our success in developing new products and manufacturing technologies;

delivery, performance, quality and price of our products;

diversity of our products and timeliness of new product introductions;

cost effectiveness of our design, development, manufacturing and marketing efforts;

quality of our customer service, relationships and reputation;

overall success with which our customers market their products and solutions that incorporate our products; and

number and nature of our competitors and general economic conditions.
We face competition from domestic and foreign semiconductor manufacturers, many of which have advanced technological capabilities and
have increased their participation in the markets in which we operate. We compete with a large number of companies primarily in the
telecommunications, networking, data communications, computation and consumer markets. Companies who compete directly with our
semiconductor businesses include, but are not limited to, Altera, Analog Devices, Atmel, Freescale, Integrated Device Technology, GSI
Technology, Integrated Silicon Solution, Inc., Lattice Semiconductor, Linear Technology, Maxim Integrated Products, Microchip Technology,
Renesas, Samsung, Silicon Laboratories, Synaptics, Texas Instruments and Xilinx.

Environmental Regulations

We use, generate and discharge hazardous chemicals and waste in our research and development and manufacturing activities. United States
federal, state and local regulations, in addition to those of other foreign countries in which we operate, impose various environmental rules and
obligations, which are becoming increasingly stringent over time, intended to protect the environment and in particular regulate the management
and disposal of hazardous substances. We also face increasing complexity in our product design as we adjust to new and future requirements
relating to the materials composition of our products, including the restrictions on lead and other hazardous substances that apply to specified
electronic products put on the market in the European Union (Restriction on the Use of Hazardous Substances Directive 2002/95/EC, also
known as the RoHS Directive ) and similar legislation in China and California. We are committed to the continual improvement of our
environmental systems and controls. However, we cannot provide assurance that we have been, or will at all times be, in complete compliance
with all environmental laws and regulations. Other laws impose liability on owners and operators of real property for any contamination of the
property even if they did not cause or know of the contamination. While to date we have not experienced any material adverse impact on our
business from environmental regulations, we cannot provide assurance that environmental regulations will not impose expensive obligations on
us in the future, or otherwise result in the incurrence of liability such as the following:

a requirement to increase capital or other costs to comply with such regulations or to restrict discharges;
liabilities to our employees and/or third parties; and
business interruptions as a consequence of permit suspensions or revocations or as a consequence of the granting of injunctions
requested by governmental agencies or private parties.
Intellectual Property

We have an active program to obtain patent and other intellectual property protection for our proprietary technologies, products and other
inventions that are aligned with our strategic initiatives. We rely on a
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combination of patents, copyrights, trade secrets, trademarks and proprietary information to maintain and enhance our competitive position in
the domestic and international markets we serve. As of the end of fiscal 2012, we had approximately 1,913 issued patents and approximately 850
additional patent applications on file domestically and internationally. In addition, in fiscal 2013, we are preparing to file up to 150 new patent
applications in the United States and up to 40 foreign applications in countries such as China, Taiwan, Korea, Europe and India. The average
remaining life of our patent portfolio is approximately 10 years.

In addition to factors such as innovation, technological expertise and experienced personnel, we believe that patents are increasingly important
to remain competitive in our industry, defend our position in existing markets and to facilitate the entry of our proprietary products, such as
PSoC®, into new markets. As our technologies are deployed in new applications and we face new competitors, we will likely subject ourselves
to new potential infringement claims and discover third party infringement of our intellectual property. Patent litigation, if and when instituted
against us, could result in substantial costs and a diversion of our management s attention and resources. However, we are committed to
vigorously defending and protecting our investment in our intellectual property. Therefore, the strength of our intellectual property program,
including the breadth and depth of our portfolio, will be critical to our success in the new markets we
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