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PART |
ITEM I. BUSINESS
GENERAL

Cypress Semiconductor Corporation ("Cypress" of'@ampany") designs, develops, manufactures anétetea broad line of high
performance digital integrated circuits for a rangenarkets, including high performance computEiecommunications, instrumentation ¢
military systems. The Company currently offers agpnately 350 products, most of which are desigioeglqual or exceed the speed
performance of other equivalent commercially aldéaproducts, from its static memory, programmaisteducts, computation products and
data communications divisions. Cypress's produetsrarketed worldwide through a network of 23 Ndktherican sales offices, six North
American distributors, 15 U.S. sales representdiiwes, nine European sales offices, an officeapah and 35 international sales
representative firms. The Company sells its pratei wide range of customers, including AT&T, dtlel, Cisco Systems, Digital
Equipment, Hewlett-Packard, IBM, Rockwell Interoai@l and Silicon Graphics. In 1993, internatioradés contributed 27% of the
Company's total sales.

The Company's initial strategy was to provide iratoxe high performance CMOS (complementary metadi@silicon) integrated circuits to
niche markets, which were believed to be too stmallarrant the considerable investment which wanddequired for the major established
international semiconductor manufacturers to tatiyggte markets. The Company modified its stratagind 1992 to focus on selected high
volume products, particularly in the static RAM a@ldD markets, to bring those products to marketkjyiand at reduced cost and to achi
significant market acceptance of those targetedymis. Because of the highly competitive naturthefsemiconductor industry, its cyclical
and anticipated pressure on average selling poeesthe life of any particular product, the Comyarability to successfully implement this
strategy and achieve its revenue, earnings and gnasgin goals will depend upon a number of factiaduding its ability to maintain its
position in the high performance markets, to insesiés presence in the more competitive high volumekets, to continue to successfully
design and develop new products utilizing advarssediconductor design and process technologiesimedy fashion, to improve
manufacturing yields and reduce manufacturing caststo effectively market and sell its productsight of significant domestic and
international competition.

The Company was incorporated in California in Delseni982. The Company's initial public offering@mmon Stock occurred in May
1986 at which time the Company's Common Stock coneed trading on the Nasdaq National Market. In &afyr 1987, the Company
reincorporated in Delaware. The Company liste€isimon Stock on the New York Stock Exchange on @xtd7, 1988.

PRODUCTS

In order to achieve its new strategy, Cypress heated a more efficient overall organization des@yto lower costs and accelerate its
response to market opportunities. The Companyédtaisced the number of business units from eighduo + two focused on core
technologies (Static Memory Division and Programiad&roducts Division) and two on end-market segsiédata Communications
Division and Computation Products Division). Beaatlge semiconductor industry is characterized pidreechnological change, resulting in
products with higher speed, densities and perfoomaapabilities and continuing evolution of proceshinologies, the Company's success
will continue to depend upon timely developmenttaduction and market acceptance of new produdisese areas.

STATIC MEMORY DIVISION (SMD)

Static RAMs (Static Random Access Memories). Higkesl static RAMs are used for storage and retrigvdata in computers and other
electronic systems. Because a computer is reqtoreshd from or write into its memory several tim@gomplete an operation, high
performance system designers are very sensitieetaory access time, which can be a major bottleireokerall system performance. Fast
static RAMs are used for functions such as "cachmary" to store the data being processed by thepataris
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central processing unit (CPU). The static RAM maikeharacterized by the requirements for manfedsht "densities” (number of bits per
memory circuit) and "organizations" (number of laitsilable to the user in a single access of th&IRAhis organizational differentiation of
the static RAM market -- when combined with thefatiént RAM features incorporated by various mantufiass, the need for both military
and commercial products, the need for differenkpge types and the usual grading of product bydspad power -- produces a complex
market structure. The Company's continued progrelssvering its manufacturing costs has allowed$t&tic Memory Division to compete
effectively in the high volume personal computed arorkstation markets.

Multichip Modules. The Company's high density meyrand logic modules are assembled from high perdioca devices in a single surface
mount package in order to create custom or starel@rdnced single circuit equivalents such as mudtrabit static RAMs and complete
cache memories used within many high performancgopal computers. These modules can provide th#icolto many of the advanced
circuit "building blocks" required by modern systedesigners. The multichip modules allow the Corgpacreased visibility on customer
trends and future needs for single chip memory yetedand an additional means to satisfy the pressgds of customer systems already
incorporating Cypress products.

PROGRAMMABLE PRODUCTS DIVISION (PPD)

EPROMSs (Erasable Programmable R€ady Memories). EPROMs are used in computers deddenmunications systems to store fixed i
which is not altered during machine operation. Gurgrs buy blank EPROMs and program the data whkicaquired for a specific
application. EPROMSs are generally used in systarob as high performance computers, telecommunitatpipment, military equipment
and computer peripherals. In September 1984, Cgpné®duced its first high speed CMOS EPROMs agthime one of the first companies
to combine the fast operating speeds of PROMs tivitHow power consumption of the CMOS technologye Tompany believes that it is
one of the broad-line performance and volume leaifethe fast CMOS EPROM market.

PLDs (Programmable Logic Devices). The "logic" medectrical system performs the non-memory fumsjsuch as "floating-point
mathematics," or the organization and routing ghals throughout a computer system. This conssitatsignificant portion of the circuitry in
most systems. The Company manufactures severaldorguits which are programmable by the user. Chmpany's PLD products allow the
user to replace many standard logic devices wiingle device, thus reducing package count and itoptoving performance and allowing
miniaturization. Cypress's CMOS PLDs are as fashagastest bipolar PLDs but require 50% less pdarethe same function at the
equivalent speed. The Company's CMOS PLD produetdifferentiated based on organization and conifyleicluding the number of
inputs and whether the outputs are dedicated @ranomable. The Company's PLD portfolio includesB{@S 22V10 at five nanoseconds
(ns), the first Flash 22v10 and WARPTM software elepment tools based on VHDL (very high speed irstesgl circuit hardware
description language) which supports the Compdngls density PLDs and new FPGA (field programmajaee array) products.

FCT (Fast CMOS Technology) Logic Devices. The Conyx1993 acquisition of certain inventory and teilhgy from Performance
Semiconductor Corporation's FCT product line gitesCompany access to widely used logic devicesrfptementing bus interface and
standard logic functions in high speed systems.Qdmpany now offers over 50 standard and bus exterfunctions.

DATA COMMUNICATIONS DIVISION (DATACOM)

The Company's Datacom products serve the high speteccommunications market with a range of pragifroim the physical connection
layer to system level solutions. HOTLInkTM, a higieed, point-to-point serial communications ctsghie Company's first product
addressing this market. HOTLIink, along with futpreducts, will address the asynchronous transfetenfTM) and fibre channel
communications market segments. The product lise @compasses related products including: Rob&Céoprogrammable skew clock
buffer which controls signals for a broad rangsystems; a broad range of FIFO (first in/first aagmories, used for communicating data
between systems operating at different frequenbieslice



microprocessor components, which are used in hégfopnance computers and controllers; dual port RAWhich are used in computers i
communication equipment and bus interface prodicssipport the bus interface market, includingraifigof VME Controller Devices whic
provide a complete solution for insuring propeeifdcing between a local BUS and a VME backplane.

COMPUTATION PRODUCTS DIVISION (CPD)

Timing Technology Devices. The Company servesrtfasket through its newly acquired subsidiary, IGi9as, Inc. (ICD), in Kirkland,
Washington. Timing technology devices are widelgdus personal computers. Consequently, ICD sdriggsvolume major personal
computer manufacturers. ICD's clock oscillatorstimrihe intricate timing of all aspects of a cortgnsystem, including signals for the
computer's CPU, keyboard, disk drives, system $er$al ports and real-time clock. ICD's clock swsizer integrates essentially all clock
requirements of a personal computer, thus redwsiizeg power consumption and cost. ICD's newly anned programmable metal can
oscillator, QUIXTALTM, will be able to replace inddual oscillators and control timing signals imtually every type of electronic equipme
expanding beyond the personal computer market.

DRAM Accelerator. The Company also produces a DR@yhamic random access memory) accelerator, agegiormance DRAM
controller designed for high end computer applarsito manage the interface between cache anddrge arrays.

RESEARCH AND DEVELOPMENT

The Company places great emphasis on researcheaetbgment. This involves a significant managentiemt commitment to the
improvement of research and development efficiefitye. Company's current product strategy requingisl development of new products
using emerging process technologies while miningizesearch and development costs. The Companyrperi@search and development at
two levels. Research and development relating dogss technology is managed at the corporate hehée research and development
relating to new product design is managed at tlegadimg level by each of the divisions, in cooperatvith the new product production
teams.

The Company's research and development expenditul®93 were $49.8 million (16% of revenues), canegl with $65.0 million (24% of
revenues) in 1992 and $71.8 million (25% of revesyure 1991. The decrease in research and develdmpending in 1993 resulted from the
sale of its subsidiary, Ross Technology, Inc., el as the Company's strategy to focus on its "I@pprojects and to limit costs. The
Company has converted the focus of its San Joserviadfrication plant to research and developmeimhdy process efforts are directed
towards developing or enhancing three generatibypress's core CMOS SRAM technologies, includimgCompany's established @8el
0.65-micron geometries and emerging 0.5-micron ggnom

MANUFACTURING

The Company manufactures its products at threersafien wafer fabrication facilities using its pragiary 0.65, 0.8 and 1.2-micron CMOS,
0.8 and 0.5-micron BiCMOS and 0.@&icron Flash technologies. To further its compegitposition, the Company has implemented progi
to reduce manufacturing cycle times, improve yieldd lower costs. Cypress San Jose (Fab 1), the&uoyis first fabrication facility,
recently upgraded to iBich wafers, and is the heart of Cypress's researdtdevelopment operations. Cypress Texas (Fehtl2¢ Company'
largest wafer fabrication facility. Cypress Minnts@ab 3), which commenced operations in 199thasCompany's newest wafer fabrical
facility. During 1993, the Company completed thansfer of its assembly and a majority of its prdaurctest manufacturing operations to
Thailand. By the end of 1993, 86% of the Compaag&embly and 87% of the test manufacturing was tdgneo offshore subcontractors in
Thailand and Indonesia. The Company intends tonaalcufacturing capacity and related capital equigmen

The process technology for the fabrication of tleenpany's CMOS semiconductor products is highly demand sensitive to dust and other
contaminants, requiring production in a highly coliéd, clean



environment. Although the fabrication process ghhy controlled, the equipment may not perform flassly. Minute impurities, difficulties

in the production process or defects in the maakscause a substantial percentage of the wafées tejected or individual die on each wafer
to be nonfunctional, which results in the so callgéld" problem which is indigenous to the semidantor industry. The Company's
philosophy is to prevent wafer fab yield loss andyeality problems through analytical manufacturamgtrols. The Company tests its
products at various stages in the fabrication pecgerforms high temperature burn-in qualificatisrwell as continuous reliability
monitoring on all products, and conducts numerawaity control inspections throughout the entiredarction flow using its quality-control
analytical equipment. The Company has, on occasixuerienced delayed product shipments due to Itveer acceptable production yields.
Accordingly, to the extent the Company does noteaghacceptable product yields, its operating teswill be adversely affected.

The raw materials and equipment used in the prazluctf the Company's integrated circuits are atdéldrom several suppliers and the
Company is not dependent upon any single soursapgly. Shortages could occur in various essemigeérials due to interruption of supply
or due to increased demand in the industry. On4uh893 an explosion destroyed the Sumitomo Chamjgant in Niihama, Japan. Throt
this plant, Sumitomo Chemicals supplied a signiftqaortion of the world's supply of ECN (epoxy akmvolac) which is necessary to
produce the compound that is used in packagingtmpany's devices. The Company was able to reposit manufacturing to
subcontractors who had an adequate supply of EGhbuii adversely affecting the Company's abilityrteet customer orders. Other
shortages have occurred in the Company's histahyestd times have been extended in the industgcoasion without adversely affecting
the Company.

Federal, state and local regulations impose vamowgronmental controls on the discharge of chelsiaad gases used in the manufacturing
process. Increasing public attention has been &tos the environmental impact of semiconductoratmns. The Company believes that its
activities conform to present environmental regatat in all material respects. However, the Compaey from time to time received notice
of noncompliance with certain operations and filing obtigns under applicable federal regulations andllocdinances. While the Compa
has not experienced any materially adverse effatits operations from governmental regulationsretcan be no assurance that such
regulations will not in the future impose the néedadditional capital equipment, penalties or otteguirements or result in liability for
personal injury or property damage. Further, ailyri@a by semiconductor companies, including the @any, to adequately control the use of
or restrict the discharge of hazardous substarmad also subject them to significant future liétsb.

MARKETING AND SALES

The Company uses four channels to sell its proddatsct OEM (original equipment manufacturer) sabg the Cypress sales force, direct
OEM sales by manufacturing representative firmigsstarough domestic distributors and sales throotginational trading companies and
representative firms. The Company's marketing ahesseffort is organized around four regions: Néutherica, Europe, Japan and
Asia/Pacific. The Company also has a strategicamsogroup which is responsible for specific custeswith worldwide operations. The
Company augments its sales effort with FAEs (feghglication engineers) who are specialists in tam@any's product portfolio and work
with customers to "design in" Cypress productdlieir systems. FAEs also help the Company idesetifierging markets and new products.

International revenues were 27% in 1993 compar@f in 1992 and 25% in 1991. One distributor aoted for 11% of revenues in 1993
and 10% of revenues in 1992. In line with indugtrgctices, the Company does not recognize as reveadas to distributors until the prodt
have been shipped to end user customers. The Cogm@arants its products against defects in mateaat workmanship for a period of one
year and the product warranty is generally limiiea refund of the original purchase price of thedpict.
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BACKLOG

Cypress's sales are typically made pursuant talatdrpurchase orders for delivery of catalog prtelu@enerally, the Company's customer
relationships are not subject to long-term congra@uantities of the Company's products to be dediy and delivery schedules, under
purchase orders outstanding from time to timefraguently revised to reflect changes in custongeds. For these reasons, the Company's
backlog as of any particular date is not represmetaf actual sales for any succeeding periodtaedCompany believes that backlog is not a
good indicator of future revenue.

COMPETITION

The semiconductor industry is intensely competitimel has been characterized by price erosion, tapithological change and heightened
foreign competition in many markets. The industopsists of major domestic and international sendcetor companies, many of which
have substantially greater financial, technicalfkating, distribution and other resources thanGbenpany, as well as emerging companies
attempting to obtain a share of the existing markeé Company faces competition from other domestit foreign high performance
integrated circuit manufacturers, many of whichénadvanced technological capabilities and haveased their participation in the CMOS
and BiCMOS market sector. The ability of the Compamcompete successfully in the rapidly evolvinghhperformance end of the
integrated circuit technology spectrum dependslements both within and outside of its control lirding success in developing new
products and process technologies, product quatityprice, diversity of product line, cost effeetiess, the pace at which customers
incorporate the Company's products into their systehe number and nature of its competitors amérmg economic conditions. The
Company believes it competes favorably with respedeveloping new products and process technapgi®duct quality and price, divers
of product line and cost effectiveness. Price cditipe in the future could further erode averaghirsg prices and adversely affect revenues
and operating results.

In the low to medium density static RAM area (16iKdy less in density), the Company competes agjaiqsivalent products of a few
manufacturers such as Integrated Device Techndl@gl). There is more significant price competitionthe higher-volume 64K-bit and
256K-bit static RAM area in which the Company's patitors include IDT, Motorola, Micron Technologyitachi and other Japanese and
Korean manufacturers, as well as several smalidrendriented semiconductor start ups.

There are few CMOS competitors in the relativelyamigh speed PROM market. However, with the Conyfsmentry into the EPROM
market, the Company will increasingly compete in GMEPROMs with Advanced Micro Devices (AMD), SGSofrtpson, Intel and Fuijitsu,
as well as newer companies such as Atmel and Waflertntegration. The Company competes extensagfnst bipolar PROM circuit
manufacturers such as Philips Corporation, AMD ational Semiconductor Corporation.

The Company's PLD competition consists of bipoladpcts from companies such as AMD, Texas Instrusnand National Semiconductor
Corporation, and from CMOS PLDs from larger conmpesi, including Samsung and AMD, and from a few eesompanies such as Actel,
Altera, Lattice Semiconductor and Xilinx. Additidha the sale of PLDs is, in part, dependent onabailability of user design software. Both
Altera and Xilinx have such software packages.

The Company's data communications and logic predumnpete against bipolar products of similar fiomality from established companies
such as AMD, as well as newer versions of thesdumts in CMOS from companies such as IDT, SamsuadgSharp.

The Company competes against companies such a8&%m and Chrontel with respect to timing techgglproducts; IDT, Quality
Semiconductor and Pericom with respect to FCT petsdand IDT, among others, with respect to mogubelucts.

PATENTS AND LICENSES

The Company currently has 32 patents and has d6aud patent applications on file with the Unit8tates Patent Office and is preparing to
file several more patent applications. In additiofiactors such as



innovation, technological expertise and experienqmdonnel, the Company believes that patentsearenting increasingly important to
compete in the industry and has an active progeaatquire additional patent protection.

There can be no assurance that any patent ownt iyompany will not be invalidated, circumventedioallenged, that the rights granted
thereunder will provide competitive advantagesh®@ompany or that any of the Company's pendirigtare patent applications, whether or
not being currently challenged by applicable gowegntal patent examiners, will be issued with thepsoof the claims sought by the
Company, if at all. Furthermore, there can be rsui@sice that others will not develop technolodies are similar or superior to the
Company's technology, duplicate the Company's @olgy or design around the patents owned by the@om

In addition, the Company is currently and may ia filiture be involved in litigation with respectatleged infringement by the Company of
another party's patents, or may in the future belired in litigation to enforce its patents or atlrgellectual property rights, to protect its
trade secrets, to determine the validity or scdpibeproprietary rights of others, or to defendiagt claims of infringement or invalidity.
Such litigation has in the past and could in thereiresult in substantial costs and diversioregburces and payment of substantial damages
and/or royalties or prohibitions against utilizatiof essential technologies, and could have a maataiverse effect on the Company's
business, financial condition or results of operai From time to time the Company has received naay receive in the future, notice of
claims of infringement of other parties' proprigtaghts. Although the Company does not believé itisgproducts or processes infringe the
proprietary rights of any third parties, there &t@mno assurance that infringement or invalidityneta(or claims for indemnification resulting
from infringement claims) will not be asserted agaithe Company or that any such assertions wilhraterially adversely affect the
Company's business, financial condition or resafitsperations. Irrespective of the validity or theecessful assertion of such claims, the
Company could incur significant costs with resgedhe defense thereof which could have a matadaérse effect on the Company's
business, financial condition or results of operai Moreover, if any claims or actions are asdeatminst the Company, although the
Company might seek to obtain a license under d farty's intellectual property rights, there camio assurance that, under such
circumstances, a license would be available uretsanable terms or at all.

The Company has entered into technology licenseeagents with third parties which give those pattiesright to use patents and other
technology developed by the Company and which tiigegCompany the right to use patents and othentdoby developed by such other
parties, some of which involve payment of royala@sl some of which involve access to technologyd irs¢he Company's operations. The
Company anticipates that it will continue to enteo such licensing arrangements in the future.r@fvan be no assurance that such licenses
will continue to be available to the Company on owercially reasonable terms in the future. The tdssr inability to obtain licenses to key
technology in the future could have a material aslveffect on the Company's business, operatindtses financial condition.

EMPLOYEES

As of January 3, 1994, the Company and its sub#didad 1,262 employees, as compared to 1,52998. During 1993, Cypress completed
its reductions in work force in connection with empany's transfer of assembly and test manufagttw Thailand and the Company's re-
focus of its wafer fabrication plant in San Josee Tompany's ability to attract and retain qualifiersonnel is essential to its continued
success. None of the Company's employees is raypegsky a collective bargaining agreement, northasCompany ever experienced any
work stoppage. The Company believes that its engglaglations are good.

ITEM 2. PROPERTIES

The Company's executive offices, engineering asdarch and development facilities are located iapgmoximately 60,000 square foot
leased building at 195 Champion Court, San Josdp@aa. The current annual rental expense is apjpnately $846,000 under a lease wk
will expire in 2001.



Immediately adjacent to the Company's executivieedfis located the Company's wafer fabricatioflifp¢Fab 1) which also includes cert:
on-line research and development manufacturingatio@s. This facility is located in an approximtélL,000 square foot leased building at
3901 North First Street, San Jose, California. dimeent annual rental expense is approximately FE&Bunder a lease which expires in
2001.

Immediately adjacent to the Company's San Joserviafgcation facility was located the Company'st eperations and support facility. This
facility was located in an approximately 62,700a&gufoot leased building at 3939 North First Str&ain Jose, California. The current annual
rental expense is approximately $657,000 undeaselevhich expires in 1994. The Company has va¢héeduilding and does not plan to
renew the lease.

Immediately adjacent to the Company's old testatpers facility is located research and developragit other Company staff functions.
This office space is composed of approximately @8 $quare feet in a building located at 4001 NBitht Street, San Jose, California. The
annual rental expense is $702,000 under a leasghwehpires in 1996.

In December 1988, the Company purchased the twewshaped industrial lots on either side of its lpaadters building. These similarly
sized lots, comprising a total of approximately &cses, will be retained for future expansion & 8an Jose building complex.

The Company owns an approximately 65,000 squarexater fabrication facility (Fab 2) in Round Rodkexas, and an approximately
170,000 square foot wafer fabrication facility (F3bon 17 acres of land in Bloomington, Minnesota.

In October 1990, the Company's subsidiary, Mulpichechnology Incorporated, entered into a leasarficapproximately 27,000 square foot
manufacturing facility in San Jose, California. Therent annual rent expense for this facilityppreoximately $364,000 under a lease which
expires in October 1994. In December 1992, Mulfickacated this space and relocated to the Comp&ap'dose wafer fabrication facility.
The Company does not plan to renew the lease.

The Company leases additional space for domedtés aad design centers in Huntsville, Alabama; adas, Irvine and San Diego,
California; Denver and Colorado Springs, Coloraddando and Tampa, Florida; Roswell, Georgia; Raatllinois; Columbia, Maryland;
Minnetonka, Minnesota; Starkville, Mississippi; KMaa, New Hampshire; Laurence Harbor, New JerseygRaeepsie, New York; Raleigh,
North Carolina; Portland, Oregon; Trevose, Penrayily; Austin, Houston and Richardson, Texas; aid Eaurch, Virginia. The Compar
leases international sales and design centers Hiuip&, Belgium; Les Lilis Cedex, France; Orbassamb Rome, Italy; Tokyo, Japan; Taby,
Sweden; Cheshire, Hampshire and Hertfordshire ddriingdom; and Henstedt-Ulzburg and Zorneding ntey.

ITEM 3. LEGAL PROCEEDINGS

Texas Instruments (TI) has charged Cypress andditier semiconductor companies with infringemertivaf patents, primarily covering the
plastic encapsulation process used to package srdictor devices. This action was filed beforeltiiernational Trade Commission (ITC)
Washington, D.C., and in the U.S. District CourDallas, Texas. The ITC has ruled that the plgsiitkaging process known as "bottom
gating" does infringe, but that "top gating" usedvrby Cypress, does not infringe TI's patent. Cgpreontends that the patents are invalid. In
March of 1993, the U.S. District Court of Appeads the Federal Circuit affirmed the ITC's rulingo itial date has been set in the U.S.
District Court regarding this matter.

In January and February 1992, the Company andic@téts officers were named defendants in thregpprted class-action suits filed in the
U.S. District Court for the Northern District of [arnia. The suits filed are for alleged violat®nf the Securities Exchange Act of 1934 and
certain provisions of state law regarding disclesuirshort-term business prospects. In 1992, tteethecurities class-action complaints were
consolidated by the U.S. District Court for the thern District of California. The trial date hasebescheduled for June 5, 1995.
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Cypress will vigorously defend itself in these raedtand, subject to the inherent uncertaintiegightion and based upon discovery
completed to date, management believes that theljlity of a material adverse impact on the Compmfinancial position as a result of
these matters is remote. However, should the owtanmany of the actions be unfavorable, Cypress neasequired to pay damages and other
expenses, which could have a material adverseteaffethe Company's financial position. In additidre Company could be required to alter
certain of its production processes or produci @sult of these matters.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable
EXECUTIVE OFFICERS OF THE REGISTRANT

Certain information regarding each of the Compaaytsent executive officers is set forth below:

EXECUTIVE
OFFICER
NAME AGE POSITION SINCE
T.J. Rodgers.........cocuuu. 46 President and Chief Executive Officer 1982
Antonio R. Alvarez............ 37 Vice Presiden t, Research and Development 1993
Emmanuel Hernandez............ 38 Vice Presiden t, Finance & Administration, Chief 1993
Financial Off icer
J. Daniel McCranie............ 49 Vice Presiden t, Marketing and Sales 1993

Except as set forth below, each of the Compangsugive officers has been engaged in his prin@patpation described above during the
past five years. There is no family relationshipamen any director or executive officer of the Camyp.

Antonio R. Alvarez joined the Company in May 19&7aaSenior Technical Engineer. Mr. Alvarez wassfamed to the Company's
subsidiary, Aspen Semiconductor Corporation, inilAj#88 as the Manager of BICMOS Technology. Indgbetr 1989, Mr. Alvarez returned
to the Company as Vice President, Research andi@ewent. In February 1993, Mr. Alvarez also becaesponsible for Fab 1 when it was
merged with the research and development departiRgot to joining the Company in 1987, Mr. Alvaneprked in various engineering and
management positions at Motorola Corporation frapt&mber 1979 through July 1987. His last positibllotorola was as a senior member
of the technical staff. Mr. Alvarez became an exigewfficer of the Company in March 1993.

Emmanuel Hernandez joined the Company in June 48%3orporate Controller. In January 1994, Mr. Hedea was promoted to Vice
President, Finance and Administration, and ChiefFkcial Officer. Prior to joining the Company, Mfernandez held financial positions with
National Semiconducto

J. Daniel McCranie joined the Company in Octobed3L8s Vice President of Marketing and Sales. Roigoining the Company, Mr.
McCranie was President and CEO of SEEQ TechnolggyMcCranie also held the position of Vice Presidef Sales and Marketing for
SEEQ prior to becoming President and CEO. Prewohs held marketing and sales positions at H&gimiconductor, AMD, American
Microsystems and Signetics.



PART Il
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON STOCK AN D RELATED STOCKHOLDER
MATTERS

The Company's Common Stock is listed on the NevkYstock Exchange under the trading symbol "CY." Tdgllewing table sets forth, for
the periods indicated, the low, high and closingsarices for the Common Stock. The Company hapaid cash dividends and has no
present plans to do so. At January 3, 1994 there agproximately 2,681 holders of record of the @any's Common Stock.

PRICE RANGE OF
COMMON STOCK($)

Fiscal year ended January 3, 1994:

First Quarter...........cccoeeeeveivvnnnnns . 8.63 1238 10.25
Second Quarter.. . 9.38 1450 14.38
Third Quarter........cceeevevvevciiiienennns . 12,13 16.75 13.00
Fourth Quarter.............cooeeevvvvvnnnns . 11.25 15.13 13.50
Fiscal year ended December 28, 1992:
First Quarter........ccccoevevveivvviennnns . 13.63 18.13 13.75
Second Quarter.......cccccvvveveeeeeeeeennnn. . 838 1413 850
Third Quarter...........ccccoeeevecnivnnenns . 775 10.25 8.88
Fourth Quarter.............ccoeeevvvvvnnnns . 825 12.00 9.00

ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

YEAR ENDED(1)

1993 1992 1991 1990 1989
(DOLLARS INT HOUSANDS, EXCEPT PER SHARE AMOUNTS)
Operating results:

Total revenues............c....... $304,512 $272,242 $286,829 $225,232 $199,339
Acquisition-related non-recurring

charges.......ccoccvveevennn. 18,271 -- -- - --
Restructuring and other

non-recurring costs............ (408) 39,700 - - -
Income (loss) from operations..... 10,686 (35,636) 44,759 42,295 40,511
Income (loss) before tax.......... 12,567 (32,928) 51,771 50,349 46,625
Net income (l0SS)................. 8,043 (21,010) 34,171 33,230 30,714
Net income (loss) per share....... $ 0.21 $ (056) $ 085 $ 087 $ 0.80

Weighted average common and common
equivalent shares

outstanding.................... 38,109 37,257 40,334 38,251 38,262
Balance sheet data:
Cash and short-term investments... $ 80,590 $82,046 $103,703 $ 91,650 $ 96,641

Working capital 124,651 133,966 150,735 139,192 128,466
Total assets........ccceeeeeeen. 340,648 320,504 374,603 309,395 285,758
Long term debt and capital lease

obligations (excluding current

portion)................. -- 1,597 3,310 5,400 9,300
Stockholders' equity.............. 271,685 262,061 298,612 242,208 219,422

(1) The Company operates on a 52-or 53-week figeal, ending on the Monday closest to December 31.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
OVERVIEW

In 1993, the Company reported record revenues @4 $3million and returned to profitability recordimet income of $8.0 million or $0.21
per share compared to a net loss of $21.0 millr®(@.56) per share in 1992. The increases in te&vamd net income are the results of the
Company's completion of the restructuring initiated 992 and its cost-reduction strategy.

The transfer of assembly and test manufacturinthtland was completed. Domestic work force redungticontinued in 1993, resulting in a
yea-end headcount of 1,262, as compared to 1,52%aritl of 1992. The Company changed the focus SkitsJose wafer fabrication plant
to research and development and increased thetaitjis other production wafer fabrication plamdMinnesota and Texas. These actions
have produced faster cycle times, increased yaidslower costs, allowing the Company to compedtectfely in higher-volume markets as
well as reducing inventory days from 89 in 19956odays in 1993. The transfer to Thailand has atbthe Company to consolidate the
buildings it occupies in San Jose, California, friwme to three.

The Company restructured its subsidiaries in tloerse quarter of 1993. The Company sold its subsidRRoss Technology, Inc., which had
recorded recurring operating losses, to Fujitsuitachfor $21.8 million. In addition, the Companyga@ed the minority interest of the
employees of its subsidiaries Aspen Semiconductop&@ation and Multichip Technology IncorporatetheTAspen subsidiary was divided
into its two product areas and realigned undeCbmpany's Static Memory and Programmable Prodinisiahs. The Multichip subsidiary
was realigned under the Static Memory division. $hisidiary restructuring resulted in a net onestpre-tax credit of $0.4 million.

In the fourth quarter of 1993, the Company acquir@d% of the outstanding stock of IC Designs, ladiming technology company, for
$20.3 million. The acquisition provides the Compampads into the broad personal computer market. Company also purchased certain
inventory and technology of Performance SemicorauCbrporation's FCT high-speed logic product fioe$5.3 million. The FCT
acquisition complements the Company's current mizdand allows the Company to provide systemsisalsito its customers. As a result of
these purchases, the Company took a one-time prehtage of $18.3 million (see Note 3 of the Ndte€onsolidated Financial Statements).

The Company's balance sheet remains strong. Casshant-term investment balances at the end of 1®88d $80.6 million, inclusive of
the IC Designs and the FCT product line acquisjaghe Ross sale and a $19.7 million payment ®réjpurchase of 1.9 million shares of the
Company's common stock.

RESULTS OF OPERATIONS

In 1993, revenues increased to a record $304.tomikkompared to $272.2 million in 1992 and $28&iBion in 1991. The most significant
revenue growth was experienced in the Static Meraod/Data Communications divisions. Increasesasndtdivisions more than offset the
decrease in average selling price of 21% from 189093 and the loss of revenue due to the sdRoe$ Technology, Inc. Lower
manufacturing costs allowed the Company to be mdoe competitive and to compete effectively inthigplume markets, also contributing
to higher revenues.

Foreign sales as a percentage of total revenuemechaonstant at 27% in 1993 and 1992, compar@8% in 1991.

Cost of revenues as a percent of revenues for il@®@8ased to 59% compared to 58% and 45% in 1982881, respectively. However, the
cost of revenues as a percent of revenues imprioveatds the end of 1993, decreasing from 61% irfdbeth quarter of 1992 to 57% in the
fourth quarter of 1993. Steady improvement in ttesg margin percentage was realized from the Coy'magstructuring and cost reduction
strategy.
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Research and development expenses decreasedcsigtiyfin 1993 dropping to 16% of revenues comp&ne2i% of revenues in 1992 and
25% of revenues in 1991. The decrease in R&D caatthibuted to the sale of Ross Technology, Ind. twe Company's strategy to focus on
its Top 10 projects and hold R&D to a slower growate than revenue. The Company's program to aeteleew product design has resulted
in a 41% improvement in cycle time from the fougtrarter of 1992 to the fourth quarter of 1993.

Marketing, general and administrative expensesedsed to 15% of revenues in 1993 compared to 172898 and 15% in 1991. By
controlling costs and growing sales, the Comparyeaed its corporate target of 15% of revenues.

Income from operations was $10.7 million in 199&pared to an operating loss of $35.6 million in2@@&d operating income of $44.8
million in 1991. Included in operating income f@3B are non-recurring charges of $18.3 milliontexdao the Company's fourth quarter
acquisitions. Operating income without the acqigisirelated non-recurring charges and the one-fireetax credit from restructuring would
have been $28.5 million. Included in the 1992 opegancome is a charge for restructuring and ott@r-recurring costs. Operating income
without the $39.7 million restructuring and othenrrecurring costs charge would have been $4.1amilh 1992.

Net interest income in 1993 decreased to $1.9aniliompared to $2.7 million in 1992 and $4.7 millia 1991. Net interest income t
decreased from the prior year due primarily to loveges of return earned on shtetm investments, and a reduction in the averagmba of
investments held.

The Company recorded income tax expense of $4lHmih 1993 compared to an income tax benefittf.® million in 1992 as a result of
the pre-tax loss of $32.9 million. In 1991, the Qamy recorded an income tax provision of $17.6iomll The effective tax rate for 1993 was
36.0% compared to 36.2% in 1992 and 34.0% in 1891992, the Company adopted Statement of FinaAdebunting Standards No. 109,
"Accounting for Income Taxes," which requires u¢he liability method for computing deferred incertaxes. In 1991, the Company used
the deferred method under ABP 11. The impact optidg FAS 109 was not significant.

1993 net income of $8.0 million was an increasenftbe 1992 net loss of $21.0 million, and a de@dasm the 1991 net income of $34.2
million. 1993 net income without the acquisitiodated non-recurring charges and the one-time presadit from restructuring would have
been $19.5 million. Net income in 1992 without thetructuring and other non-recurring costs chamgeld have been $4.3 million.

FACTORS AFFECTING FUTURE RESULTS

A number of uncertainties exist that could havénapact on the Company's future, including genecahemic conditions, the rate of growth
of the networking, computer and telecommunicatioiasket, and the acceleration of new product intetidas. The Company's products
continue to experience increased competition aradrasult, are subject to decreases in averagegsplices. Typically, the Company requi
new orders in a quarter to meet that quarter'swey@lan. In addition, the semiconductor industrgenerally characterized by a highly
competitive, rapidly changing environment, whersuits are often significantly impacted by the idtotion of new products, new
manufacturing technologies, and rapid changesdardémand for products which can lead to unpredidtalm monthly revenue. Due to the
effect of these forces on the Company's futureatjmers, past performance should be only one indiczftfuture performance and investors
should not use historical trends to anticipate ltesn future periods.

Current pending litigation and claims are set fanthote 7 of the Notes to Consolidated Financtat&nents. Cypress will vigorously defend
itself in these matters and, subject to the inhtaranertainties of litigation and based upon disgg\completed to date, management believes
that the possibility of a material adverse impactiee Company's financial position as a resulhefe matters is remote. However, should the
outcome of any of the actions be unfavorable, Csgreay be required to pay damages and other expemsieh could have a material
adverse effect on the Company's financial positioraddition, the Company could be required toraitgtain of its production processes or
products as a result of these matters.
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FINANCIAL CONDITION

The Company's financial condition remained strdwgughout 1993. Cash, cash equivalents and shontiterestments at the end of fiscal
year 1993 were $80.6 million, a decrease of $1ldamiafter the acquisitions of IC Designs and H@&T product line, the repurchase of
Company's common stock, and the sale of Ross Témndnc. Cash generated from operating activities $68.9 million in 1993, an
increase of $35.2 million from the prior year. Cagimerated from operations was $33.7 million in2L.88d $66.4 million in 1991. Improved
operating results, coupled with asset managementtibuted to the improvement in 1993.

Cash used for investing activities increased to$4dillion in 1993 compared to $28.0 million in Z9%ut decreased in comparison to the
$78.2 million invested in 1991. Net capital expéuaris for 1993 have risen to $55.5 million compare#i31.9 million in 1992, but have
fallen in comparison to 1991 which had expenditwfe$64.8 million. The 1993 increase results fréra Company's expansion of wafer
fabrication capacity in its Minnesota and Texass#liaries and conversion of its San Jose R&D wiferication plant from five-inch to six-
inch wafers. In addition, in 1993, the Company aegulC Designs and the FCT product line for nethcautlays of $16.6 million and $5.3
million, respectively. The Company plans to contiraapital expenditures in 1994 for increased falivo capacity for production and
research and development. It is also exploringradtéves for an additional back-end manufacturegjlity. Additionally, the Company
continues to review opportunities for acquiring gdementary businesses and technologies.

Net cash used by financing activities was $1.8iomlin 1993 compared to $18.4 million in 1992, @$10.5 million inflow in 1991. The co
of treasury stock repurchased in 1993 decreas8tiad million from $26.4 million in 1992. A majoyibf the treasury stock repurchased in
1993 was made during the first half of the yearmtie stock price ranged from $9.00 to $10.50 pares The cash used to repurchase
treasury stock was offset by proceeds from theaisse of capital stock. In 1993, $20.5 million oflcavas generated from the issuance of
capital stock through the exercise of employeekstmtions, compared to $11.0 million in 1992 an@.82million in 1991.

The Company anticipates that existing sourcesjoidity and cash flow from operations will be soiéint to satisfy its cash needs for the
foreseeable future. The Company may, from timénte tas market conditions warrant, purchase stdnés own common stock on the open
market, invest in complementary technologies, pet&lwor businesses, or raise additional capitaliin public and private markets.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
CYPRESS SEMICONDUCTOR CORPORATION
CONSOLIDATED BALANCE SHEETS
(DOLLARS IN THOUSANDS, EXCEPT SHARE AMOUNTS)

JANUARY 3, DECEMBER 28,

1994 1992
ASSETS
Current assets:
Cash and cash equivalents.... $ 37,657 $12,371

Short-term investments............. .......... 42,933 69,675

Total cash, cash equivalents, and short-term inve

Accounts receivable, net of allowances for doubtf
customer returns of $1,347 in 1993 and $833 in

Other receivables.........cccccccveveeeeeennnn.

INVENLONIES....evveeiieeeeeee e

Other current assets..........ccccvvveveeeenens

46,247 37,927
7,957 2,334
29,285 40,479
.................. 21,759 21,155

Total current assets............coe.....

Property, plant and equipment, net................. .~ L 133,920 120,996
Other assets.......ccccvvvvviiiiiiiiiiceeeees s 20,890 15,567
$ 340,648 $320,504

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable...........cccccooiiiiiinnns
Accrued compensation and employee benefits.......
Other accrued liabilities........................

7,071 4,579

Current obligations under capital leases and shor t-term debt....... - 1,641
Deferred income on sales to distributors......... 8,851 5,383
Income taxes payable......cccccoeeeevevenneeeee s 6,671 --

Total current liabilities
Capital lease obligations.......
Deferred income taxes.......cccccccvveveeeennnnnn.

Total liabilities..........c.cccueeen.
Minority interest in subsidiaries..................
Commitments and contingencies
Stockholders' equity:

Preferred stock, $.01 par value, 5,000,000 shares
issued and outstanding.......ccccccceeeeeeee. L, -- --
Common stock, $.01 par value, 75,000,000 shares a uthorized,;
40,973,000 and 38,940,000 issued; 36,200,000 a nd 36,067,000
outstanding..........cccoveveeeeiiiiienenne
Additional paid-in capital.......................
Retained earnings.........ccccceveeeveveniinnnns
317,769 288,420
cost; 4,773,000
at December 28,
.................. (46,084) (26,359)

Less shares of common stock held in treasury, at
shares at January 3, 1994 and 2,873,000 shares

See accompanying notes to consolidated financssients.
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CYPRESS SEMICONDUCTOR CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS

(DOLLARS IN THOUSANDS, EXCEPT SHARE AND PER SHARBWOUNTS)

REVENUES.......oiiiiiiiiiiiiiiiiii e

Costs and expenses:
Cost Of revenues..........cccvveercieeeennnns
Research and development..............ccccoe.....
Marketing, general and administrative............
Acquisition-related non-recurring charges........
Restructuring and other non-recurring costs......

Total operating costs and expenses.......

Operating income (10SS)........ccccvvvvvveeeennnn.
Interest expense .
Interest income and other............c.occceeeee

Gain on subsidiary sale of stock...................

Income (loss) before income taxes..................
(Provision) benefit for income taxes...............

Net income (I0SS)......uuvvveeeeiiereeeeiiniiinnns
Net income (loss) per share...........ccceeeenne

Weighted average common and common equivalent share
outstanding...........ccovcveeeeiiiiiieeeenines

See accompanying notes to consolidated financsisients.

YEARS ENDED

JANUARY 3, DECEMBER 28, DECEMBER 30,
1994 1992 1991
. $ 304,512 $ 272242  $ 286,829
179,821 158,159 128,149
49,798 64,951 71,750
46,344 45,068 42,171

18,271 - -

(408) 39,700 -
293,826 307,878 242,070
10,686 (35,636) 44,759

(289) (440) (1,000)

2,170 3,148 5,723

- - 2,289

12,567 (32,928) 51,771
(4,524) 11,918 (17,600)

. $ 8043 $ (21,010) $ 34,171
.$ 021 $ (0.56) 0.85

S

.. 38,109,000 37,257,000 40,334,000
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CYPRESS SEMICONDUCTOR CORPORATION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(SHARES AND DOLLARS IN THOUSANDS)

COMMON STOCK

Balances at December 31, 1990...... 35,780 $3
Issuance of common stock under
employee stock plans............. 2,060
Tax benefit resulting from stock
option transactions..............
Net income for the year............

Balances at December 30, 1991...... 37,840 $3
Issuance of common stock under
employee stock plans............. 1,100
Tax benefit resulting from stock
option transactions..............
Repurchase of common stock under
share repurchase program......... (2,873)
Net loss for the year..............

Balances at December 28, 1992...... 36,067 $3
Issuance of common stock under
employee stock plans............. 2,033
Tax benefit resulting from stock
option transactions..............
Warrants issued for services.......
Repurchase of common stock under
share repurchase program......... (1,900)
Net income for the year............

Balances at January 3, 1994........ 36,200 $4

See accompanying notes to consolidated financ#tisients.

ADDITIONAL
---  PAID-IN RETAINED TREASURY
UNT  CAPITAL EARNINGS  STOCK

58 $153,541  $ 88,309 -

20 16,272

5,941
34,171

78 $175,754  $122,480 --

11 9,059
1,748

$(26,359)
(21,010)

89 $186,561  $101,470 $(26,359)

21 16,193

4,234
858

(19,725)
8,043

10 $207,846  $109,513  $(46,084)
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TOTAL
OCKHOLDERS'
EQUITY

16,292

34,171

9,070
1,748

(26,359)
(21,010)

16,214

4,234
858

(19,725)
8,043




CYPRESS SEMICONDUCTOR CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

(DOLLARS IN THOUSANDS)

Cash flow from operating activities:
Net income (I0SS).......ccevvvriieiiiiiienennne
Adjustments to reconcile net income (loss) to net
provided by operating activities:
Depreciation and amortization.................
Provision for restructuring and other non-recu
Acquisition-related non-recurring charges
Issuance of warrants for services
Deferred income taxes..........ccceeuveennn.
Gain on subsidiary sale of stock..............
Changes in operating assets and liabilities:
Receivables..........ccoccoeeviinieiinns
INVentories........cccoocveeeeiiciieeeenne
Other assets.......cccceeeviveeeeininnnn.
Accounts payable and accrued liabilities....
Deferred income..........ccoceveevivneenn.
Income taxes payable and deferred income tax

Cash generated by operations.......................
Cash flow from investing activities:
Decrease (increase) in short-term investments....
Acquisition of property, plant, and equipment....
Net cash generated by subsidiary restructuring...
Acquisition of IC Designs, Inc., net of cash
ACUITEd. ...
Acquisition of FCT product line

Net cash flow used for investing activities........
Cash flow from financing activities:
Principal payments on capital lease obligations a
short-term debt............ccoceiniineen.
Repurchase of common stock.
Issuance of capital stock........................
Proceeds from subsidiary sale of stock

Net cash flow provided (used) by financing activiti

Net increase (decrease) in cash and cash equivalent
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental disclosures of non-cash activity:
In conjunction with the sale of Ross to Fujitsu, t
$5,176 to be collected during 1994.
Supplemental disclosures:
Cash paid during the year for:
INterest..........oooevcciviiieen
Income taxes
Net cash outflows for property, plant, and
eqUIPMENT......eeiieiiiiiiee e
Add: Acquisition of Minnesota facility for debt..

Property, plant and equipment additions..........

See accompanying notes to consolidated financsistents.

YEARS ENDED

JANUARY 3, DECEMBER 28, DECEMBER 30,
1994 1992 1991

..... $ 8,043 $(21,010) $34,171

cash

..... 41,245 47,634 41,538
rring
..... (408) 34,723 -
..... 18,271 - -
..... 858 - -
..... (6,209) (11,570) 484
..... - - (2,289)
..... (7,093) 12,156 3,637
..... 11,800 451 (10,883)
..... (2,278) 1,020 (3,412)
..... (1,990) (12,805) 9,806
..... 3,488 (5,234) (6,434)
es... 3,203 (11,680) (208)
..... 68,930 33,685 66,410
..... 26,742 8,957 (13,353)
..... (55,485) (31,899) (64,819)
..... 9,731 - -
..... (16,629) - -
..... (5,270) -

..... (967) (5,(5;30) -

..... (41,878)  (28,032) (78,172)

nd

..... (2,490) (4,206) (16,723)
..... (19,725) (26,359) --
..... 20,449 10,962 22,233
..... -- 1,250 4,952
es... (1,766) (18,353) 10,462
s... 25,286 (12,700) (1,300)
..... 12,371 25,071 26,371

..... $ 37,657 $12,371 $ 25,071

here remains a receivable balance of

..... $ 289 $ 440 $ 763
..... $ 1,635 $ 5,892 $ 10,851

..... $ 55,485 $ 31,899 $ 64,819
..... - - 14,700

..... $ 55,485 $ 31,899 $ 79,519
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CYPRESS SEMICONDUCTOR CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1: THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES
THE COMPANY

Cypress Semiconductor Corporation (the "CompanyCgpress”) was incorporated in California in Det®mn1982, commenced business
activities in January 1983, and reincorporated éalvare in February 1987. The Company designs ldevand manufactures a broad range
of high-performance integrated circuits. The Conypsells to the high-performance computer, militggrsonal computer,
telecommunications and instrumentation applicati@nkets.

The Company's operations outside the U.S. inclieleea foreign sales offices. The assets, liabdljtand results of operations of these ent
were not significant for any of the years presentése Company conducts European operations andrimip® products through a subsidiary
located in the Netherlands, Cypress Semicondunternational, Incorporated (CSlI). Export revenyes)cipally to customers in Europe,
Japan, and Canada, were 27%, 27%, and 25% of¢o®@hues in 1993, 1992, and 1991, respectivelofAgnuary 3, 1994, all of the
Company's subsidiaries are wholly owned, excep€fgress Semiconductor (Texas), Inc. (CTI), the Gany's wafer fabrication facility in
Texas, which is approximately 17% owned by Alteaporation (Altera). In 1991, Altera exercisedriggnaining options to acquire additio
common shares from CTI, resulting in a gain for &gg of $2.3 million. Altera receives wafer fabagp/ commensurate with its ownership
percentage.

In 1992 and 1991, sales to one customer accouote® and 15% of total revenues, respectively.idatthlly, sales to one distributor
accounted for 11% and 10% of total revenues in 29881992, respectively.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
FISCAL YEAR

Fiscal years 1993, 1992, and 1991 ended Janud893, December 28, 1992, and December 30, 199iecteely. The Company operates
on a 52-or 53-week fiscal year, ending on the Mgrdasest to December 31. Fiscal year 1993 compBS8eweeks and fiscal years 1992 and
1991 each comprised 52 weeks.

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include to®ants of the Company and its subsidiaries. Agthicant intercompany accounts and
transactions have been eliminated.

REVENUE RECOGNITION

Revenue from product sales direct to customermscsgnized upon shipment. Certain of the Compaayéssre made to distributors under
agreements allowing certain rights of return aridepprotection on merchandise unsold by the distoits. Accordingly, the Company defers
recognition of sales and profit on such sales tinéilmerchandise is sold by the distributors.

CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

The Company considers all highly liquid debt instants with a maturity at time of purchase of thremnths or less to be cash equivalents.
Cash equivalents and short-term investments aneipelly composed of time deposits, certificatesl@posit, collateralized mortgage
obligations, U.S. Government agencies' obligatitoem participations, municipal obligations, andistterm commercial paper, and all are
carried at cost plus accrued interest, which apprates market value.
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NOTE 1: THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES -- CONTINUED INVENTORIES

Inventories are valued at standard costs that appate actual costs, but not in excess of markest 5 determined on a first-in, first-out
basis. Market is based on estimated net realizaiee. The components of inventories are as folilows

JA NUARY 3, DECEMBER 28,
1994 1992
(boL LARS IN THOUSANDS)
Raw materials..........ccccoeeiiirennnenne $ 8,820 $ 6,387
WOrk-in-process.........cccevevveeeeenunnnn. 13,103 25,864
Finished goods.............ccoeevvivinnnes 7,362 8,228
Total..ooiieeieeceeeie $ 29,285 $40,479

PROPERTY, PLANT, AND EQUIPMENT

Property, plant, and equipment are stated at Begireciation and amortization are computed forrfaial reporting purposes using the
straight-line method over the estimated usefulligéthe assets, or lease term if less than ub&fulccelerated methods of computing
depreciation are used for tax purposes. The conmsioé property, plant, and equipment are as fatow

JAN UARY 3,1994 DECEMBER 28, 1992

(DO LLARS IN THOUSANDS)
Land......ccooevveeiiieeiee e $ 7,558 $ 7,558
Machinery and equipment........................ 265,847 220,281
Buildings and leasehold improvements........... 32,067 33,794
Furniture and fixtures.............cccceeenee 3,984 15,502

309,456 277,135

Accumulated depreciation and amortization...... (175,536) (156,139)

Total...ooooeeieiiiiieeiee, $ 133,920 $ 120,996

INCOME TAXES

Effective the beginning of 1992, the Company addi8tatement of Financial Accounting Standards N®. (FAS109), "Accounting for
Income Taxes." The adoption of FAS109 changed thany's method of accounting for income taxes fiteendeferred method (APB11)
an asset and liability approach. Previously, then@any deferred the past tax effects of timing défees between financial reporting and
taxable income. The asset and liability approadiuires recognition of deferred tax liabilities aagbets for the expected future tax
consequences of temporary differences betweerirtardial statement carrying amounts and the tagdabassets and liabilities. The impact
of adopting FAS109 was not significant.

NET INCOME (LOSS) PER SHARE

Net income (loss) per share is computed using tighted average number of shares of outstandingn@mstock and common equival
shares, when dilutive. Common equivalent shardadecshares issuable under the Company's stookropliins and outstanding warrants as
determined by the treasury stock method. The effeatinority interests in common equivalent shaesubsidiaries has not been significant.

TRANSLATION OF FOREIGN CURRENCIES

The Company translates accounts denominated ifgfooeirrencies in accordance with Statement of k6@ Accounting Standards No. 52,
using the United States dollar as the functionalency. Foreign currency transaction gains ancel$sve not been material in any year.
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NOTE 2: RESTRUCTURING AND OTHER NON-RECURRING COSTS

In June of 1993, Cypress continued its restrucguaictivities by selling its SPARC(TM) microprocessabsidiary, Ross Technology, Inc. to
Fujitsu Limited for $21.8 million. The Company régesd an aggregate of $16.6 million in 1993, andrétaaining proceeds will be received
in 1994. In addition to the divestiture of Ros® @ompany restructured the equity of two of itssédilaries, Aspen Semiconductor
Corporation and Multichip Technology Incorporatey,acquiring employee minority interests consistifigtock options and stock received
from exercised stock options. Aspen Semiconducts absorbed into two of Cypress' divisions, Stdeenory and Programmable Products.
Multichip Technology is now integrated as a parthaf Static Memory division. These restructurint\aties and the divestiture of Ross
resulted in a net one-time pre-tax credit of $408,0

In 1992, the Company committed to several restrigjuactions. In the second quarter, the Compamyneitted to transferring a significant
portion of its assembly, test, mark, and shippimack-end production) offshore to Bangkok, togethi¢gh a reduction in headcount. In the
fourth quarter, the Company committed to (1) transf the remaining portion of back-end productioiBangkok; (2) consolidation of all
wafer production in the Company's six-inch wafemnofacturing plants in Texas and Minnesota withlateel shutdown of all wafer
production in the fivanch wafer manufacturing plant in San Jose; (3)sotidation of other facilities; and (4) a furtheduction of headcour
These actions resulted in pre-tax charges of $2lBmand $23.7 million in the second and fourthegters, respectively. Restructuring
reserves at December 28, 1992, aggregated $8i8mralhd were included in Other Accrued Liabilitidis restructuring was completed in
1993 with no significant adjustments to amounts/jgled in 1992.

During the fourth quarter of 1992, the Company ped a pre-tax charge of $13.5 million for sevéeghl matters and claims, some of which
were resolved in 1993 at amounts approximatinggggprovided in 1992. Remaining legal reservekeaehd of 1993 were $5.1 million and
are included in Other Accrued Liabilities.

NOTE 3: ACQUISITIONS AND RELATED CHARGES

In the fourth quarter of 1993, the Company acquir@d% of IC Designs, Inc. (ICD), a manufacturetiofing technology products for the
personal computer market, for $16.3 million plusn§ilion for certain covenants not to compete. Bggregate purchase price of $20.3
million was allocated to assets purchased anditialsiassumed based on independent appraisallawso

CUITENt @SSELS..cvveviieiei e, $ 6,600,000
Covenants not to compete.........cccccvvvvveveeee s 4,000,000
R&D iN PrOCESS....vvviieiiiiiiieiiiieeeeeieee e, 11,000,000
Completed technology..........ccccvvveeveerennnn. 4,000,000
Goodwill.........coeevenene. . 2,000,000
Other assets.... ... 400,000
Current liabilities. .. (1,800,000)
Deferred taxes.......ccccvveeveieeeeeeenenininnns (5,900,000)
Total i s $20,300,000

The following summarizes the unaudited pro fornsults of operations of the Company for 1993 and21@8uming the acquisition of IC
Designs had occurred at the beginning of 1992 @Pelin thousands, except per share amounts):

YEARS ENDED

JANUARY 3, 1994 DECEMBER 28, 1992

(UNAUDITED)

REVENUES.......eiiiiiieiieeiiie e .. $317,280 $ 283,026
Net income (I0sS)................ 9,076 (21,148)
Net income (loss) per share..............ccceeeeee 0.24 (0.57)
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NOTE 3: ACQUISITIONS AND RELATED CHARGES -- CONTINU ED
In December 1993, the Company acquired the invgrand technology of the higtpeed logic product line of Performance Semicoraiuor
an aggregate cost of $5.3 million. This cost hantmlocated based on independent appraisal asv&ll

INVENTOTY..ooiiiiiecicece e e, $ 2,100,000

R&D iN ProCesS.....ccvvvvviieieiieieeeeeeeienens 3,100,000
Completed technology .. 1,100,000
Liabilities........cccovviriinicircsicre (1,000,000)

The pro forma effect of this product line is narsficant. These acquisitions have been accoumtedrf the purchase method and the
intangible assets acquired, including covenantsmobmpete, completed technology and goodwill eieg amortized over three to five
years.

Acquired R&D in process aggregating $14.1 millioasicharged to expense in the fourth quarter of 1@0&ddition, the Company recorde
non-recurring charge of $4.2 million for certaistrecturing activities of Cypress, necessitatedhigyincreased volume requirements
associated with these acquisitions. This includssscof moving a significant portion of back-endnuacturing operations to an additional
Cypress facility, including $2.7 million for the ite-down of equipment that will be disposed of &idb million for costs of moving certain
equipment.

NOTE 4: COMMON STOCK

Shares of the Company's common stock availabltufare issuance upon exercise of outstanding ogptiom warrants and options to be
granted in the future under stock purchase an@optians were as follows at January 3, 1994

1985 Stock Option Plan........cccccveevvicceeeees 9,808,546
Directors' Stock Option Plan........ccccccceeeeeee. s 220,000
Employee Qualified Stock Purchase Plan.............. ... 925,997
Contingent Warrants.......cccccoevvveeeenccis e 500,000
TOtal i e 11,454,543

1985 STOCK OPTION PLAN

In 1985, the Company adopted an Incentive Stocko@flan (the Plan). The Plan is administered anmu$ of option grants are established
by the Board of Directors or a committee of therdo&nder terms of the Plan, options may be grati¢te Company's qualified employees
and consultants to purchase shares of common sBgtlons generally become exercisable ratably awersting period as determined by the
Board of Directors and expire over terms not exieeten years from the date of grant. The optidoepfor all shares granted under the Plan
is equal to the fair market value of the commoristt the date of grant.
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NOTE 4: COMMON STOCK -- CONTINUED
Table 1 summarizes information relating to shareteun option and shares available for grant undePtan.

TABLE 1. SHARES UNDER OPTION AND AVAILABLE FOR GRAN T

OUTSTANDING OPTIONS

SHARES
AVAILABLE  NUMBER OF

FOR GRANT SHARES PRICE RANGE

Balance, December 31, 1990..........ccccceeueee. 2,645,738 6,759,272 $2.00 - $10.75
Options authorized..........cccccccvveveeennn. 4,000,000 --
Options granted..............cccceeveveeennenn. (3,734,849) 3,734,849 $14.75-$20.38
Options exercised..........c.cccovvvererennee. - (1,610,156) $2.00 - $18.50
Options cancelled............ccccoeeeeiinenn. 472,417 (472,417) $4.00 - $19.88
Balance, December 30, 1991...........ccccvenneee 3,383,306 8,411,548 $2.00 - $20.38
Options granted..........ccccoceeevieeeinenn. (5,792,115) 5,792,115 $8.88 - $16.00
Options exercised..........ccccccveverurennnee. - (405,557) $2.00 - $15.13
Options cancelled............c.ccccevveenrnnns 4,726,428 (4,726,428) $4.00 - $20.38
Balance, December 28, 1992............ccceeueee. 2,317,619 9,071,678 $2.00 - $18.50
Options granted.............ccceeeueeeueeenn. (3,236,270) 3,236,270  $10.00 - $14.38
Options exercised.............cccceevvvrenne.. - (1,580,751) $2.00 - $11.00
Options cancelled..............ccccovveennrnnns 1,374,442 (1,374,442) $2.00-$14.38
Balance, January 3, 1994...........ccoocieeeene 455,791 9,352,755 $2.00 - $18.50
Options exercisable on January 3, 1994............ 4,837,131 $2.00 - $18.50

In April 1992, substantially all outstanding optsof8,333,685 shares) with exercise prices in exae$9.50 were cancelled and replaced with
new options for a like number of shares havingxar@se price of $9.50 per share, the fair markdite on the grant date.

DIRECTORS' STOCK OPTION PLAN AND WARRANTS

In October 1988, the Company's Board of Directaoigpéed the 1988 Directors' Stock Option Plan (tla@)Pand 230,000 shares of common
stock were reserved for issuance under the Plan.

In October 1988, options to purchase 40,000 shadresmmon stock were granted to each of the Compdhgn three non-employee
directors, for a total of 120,000 shares, at amase price of $9.13, which was the fair marketureabf the Company's common stock on the
date of grant. Such options vest at the rate of @e#year beginning May 29, 1991, and will be fokal by additional automatic grants,
providing ongoing vesting at the rate of 10,000rshaer director per year. The initial options bmeaxercisable cumulatively in 10,000
share increments on May 29 in 1991, 1992, 1993188d. Subsequent options will become exercisahleyears after date of grant. Options
expire three months after termination of statua dgector and within six months after death onpeanent disability. In 1993, two new non-
employees were appointed to the board of dire@odswere subsequently granted stock options. Aafiary 3, 1994, no shares remained
available for future grant under the Plan.

In October 1987, the Company granted warrants toh@se 40,000 shares of common stock at $6.25pee éthe fair market value of the
shares on the date of grant) to each of the Con'pémgn three non-employee Directors, for a totdl20,000 shares, vesting at the rate of
25% per year over a four-year period, beginniniylay 1986, subject to continued service on the Baduldirectors. The warrants were fully
exercised during 1991 prior to their May 1991 expan.
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NOTE 4: COMMON STOCK -- CONTINUED
EMPLOYEE QUALIFIED STOCK PURCHASE PLAN

In 1986, the Company approved an Employee QualSietk Purchase Plan (the Plan), which allows ldkgémployees of the Company and
its subsidiaries to purchase shares of common stwolkigh payroll deductions. The Plan consistsoofsecutive 24-month offering periods
composed of four 6-month exercise periods. Theesheain be purchased at the lower of 85% of therfaiket value of the common stock at
the date of commencement of this two-year offedagod or at the last day of each 6-month exem&sed. Purchases are limited to 10% of
an employee's eligible compensation, subject t@amum annual employee contribution limited to & 20 market value (calculated as
employee's enrollment price multiplied by purchaskares). Of the 2,800,000 shares authorized uhdd?lan, 1,874,003 shares were issued
through 1993 including, 452,507, 693,936, and 3®8l ghares in 1993, 1992, and 1991, respectively.

CONTINGENT WARRANTS

During 1992, the Company provided a consultantingent warrants to purchase up to 500,000 shardsedfompany's stock for $8.75 per
share. The warrants become exercisable in incrgasimounts based upon the Company achieving speaifigroved performance criteria. At
the time when it becomes probable that the contingrarrants will become exercisable, they are whlued charged to expense based on the
difference between the then fair market value ef@@mpany's common stock and the exercise pricE998, 229,153 shares were earned by
the consultant and became exercisable, resultiag $858,000 charge against earnings. There wesbares earned and no charges against
earnings in 1992 related to these contingent wesran

NOTE 5: OTHER EMPLOYEE BENEFIT PLANS
QUALIFIED INVESTMENT PLAN

In 1986, the Company adopted a Section 401(k) @henPlan), which provides participating employesth an opportunity to accumulate
funds for retirement and hardship. Under the tesfribe Plan, eligible participants may contribupeta 10% of their eligible earnings to the
Plan Trust.

PROFIT SHARING PLAN

Under the 1986 Profit Sharing Plan (the Plan), Wiicmmenced in the fiscal quarter ended Septend&4, h portion of the Company's
quarterly operating profit (as defined) can beated to the Company's "Employee Benefit Fund." A¢rainal contribution is 6% of defined
operating profit, divided by the number of qualifiemployees, which gives each qualified employeecaral share. In October 1990, the
Company amended the Plan to allow for the grastaxdk options under the 1985 Stock Option Plaiein of a cash profit sharing paymen
the option of the employee. In 1993 and 1991, ¥, and $3,509,000, respectively, were chargathagoperations in connection with
this Plan, representing 13.0% and 7.3% of operatinijt (before profit sharing expense), respedyivéhere was no profit sharing expense
for fiscal 1992. The Company has no managementegutive bonus plans.

NOTE 6: INCOME TAXES

The components of the provision for income taxessammarized in Table 2. Income (loss) before taxpsincipally attributed to domestic
operations.

The tax provision differs from the amounts obtaibgdapplying the statutory U.S. federal incomeriate to income before taxes as shown in
Table 3.
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NOTE 6: INCOME TAXES -- CONTINUED
The components of the net deferred tax asset asadaB, 1994 and December 28, 1992 under FAS 108 asfollows:

JANUARY 3, DECEMBER 28,
1994 1992

(DOLLARS IN THOUSANDS)
Deferred tax assets:

Deferred income on sales to distributors........... . $ 3,680 $ 2,177
Inventory reserves and basis differences........... . 4,788 3,054
Reserve for restructuring............ccccceeevnes . 2,351 4,967
Asset valuation and other reserves................. . 3,498 9,265
Other, Net.......cccveviiiiiiiieeee e . 3,982 2,386
Total deferred tax asset................. . $18,299 $ 21,849
Deferred tax liabilities:
Excess of tax over book depreciation............... . $(3,716) $(7,774)
State taxes net of federal benefit................. . (527) (862)
Other, Net.....cccocieee e, . (1,399) (866)
Total deferred tax liability............. . $(5,642) $ (9,502)
Total deferred tax asset...........ccccccveenee. . $12,657 $ 12,347

The net deferred tax asset at January 3, 1994 &antially realizable through carry-back to pgears' taxable income. Other Current Assets
include current deferred tax assets of $17,088z20@@nuary 3, 1994 and $14,908,000 at Decembdr9®2, respectively.

TABLE 2. COMPONENTS OF THE PROVISION FOR INCOME TAX ES

YEARS ENDED

JAN UARY 3, DECEMBER 28, DECEMBER 30,
1994 1992 1991
(DOLL ARS IN THOUSANDS)

Current tax expense (benefit):

U.S. Federal........ccooenviiiennenns $ 9,507 $ (923) $ 14,520

State and local...............ccoeeeee. 1,055 398 2,420

Foreign......occvveeeiiiiieeeceen, 171 177 176
Total current.......cccceveveveeeeeeennnnnn. 10,733 (348) 17,116
Deferred tax expense (benefit):

U.S. Federal......c.ccooeniininniens (5,918) (9,019) 440

State and local............cccccuvvevenes (291) (2,551) 44
Total deferred.........cccooouvveeeinnn. (6,209) (11,570) 484

Total...oooereeieceee $ 4,524 $(11,918) $ 17,600

TABLE 3. TAX PROVISION DIFFERENCES

YEARS ENDED

JAN UARY 3, DECEMBER 28, DECEMBER 30,
1994 1992 1991
(DOLL ARS IN THOUSANDS)
Statutory rate.........ccoeveiiiiiiinnns 35% 34% 34%
Tax at U.S. statutory rate.................. $ 4,398 $(11,195) $ 17,602
State income taxes, net of federal benefit.. 497 (1,421) 1,826
Tax creditS.....cccccvevveieeeineeeeeenn, (679) (379) (320)

Net FSC Denefit..........ooveevererenn. (974) - (1,115)
Other, N, 1,282 1,077 (393)
Total.oovooeoeeeee, $ 4,524 $(11,918) $ 17,600
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NOTE 7: COMMITMENTS AND CONTINGENCIES
OPERATING LEASE COMMITMENTS

The Company leases most of its manufacturing aficedfcilities under noncancelable operating lezg®ements that expire at various d
through 2001. These leases require the Compangytéepes, insurance, and maintenance expensepravide for renewal options at the
then fair market rental value of the property. Bliggregate annual rental commitments under noncasiesbperating leases as of January 3,
1994, are:

(DOLLA RS
IN
FISCAL YEAR THOUSA NDS)
1994 ... $3,14 4
1995, it 2,63 3
1996...uiieeiiiiee e 2,56 1
1997 e 1,76 3
1998, 1,73 0
1999 and thereafter...............c........ 3,15 1
Total.ooovcieeeeciiieeee, $14,98 2

Rental expense was approximately $4,036,000 in, 1$9382,000 in 1992, and $4,587,000 in 1991.
LITIGATION AND ASSERTED CLAIMS

In the normal course of business, the Companyves&ind makes inquiries with regard to possiblerganfringement. Where deemed
advisable, the Company may seek or extend licemrsesgotiate settlements.

Texas Instruments (TI) has charged Cypress anddiitier semiconductor companies with infringemertiaf patents, primarily covering the
plastic encapsulation process used to package sedictor devices. This action was filed beforelttiernational Trade Commission (ITC)
Washington, D.C., and in the U.S. District CourDallas, Texas. The ITC has ruled that the plasiitkaging process known as "bottom
gating" does infringe, but that "top gating," usedv by Cypress, does not infringe TI's patent. @gprcontends that the patents are invali
March of 1993, the U.S. District Court of Appeads the Federal Circuit affirmed the ITC's rulingo iial date has been set in the U.S.
District Court regarding this matter.

In January and February 1992, the Company andic@tidts officers were named defendants in thregpprted class-action suits filed in the
United States District Court for the Northern Digttof California. The suits filed are for allegeiblations of the Securities Exchange Act of
1934 and certain provisions of state law regardisglosure of short-term business prospects. 2 19 three securities class-action
complaints were consolidated by the U.S. Districu@ for the Northern District of California. Theal date has been scheduled for June 5,
1995.

Cypress will vigorously defend itself in these readt While the outcome of such litigation and ckicannot be accurately predicted,
management believes that recorded reserves areadeaind these actions should not have a mateatlse impact on its financial position.
However, should the outcome of any of the actiensitifavorable, Cypress may be required to pay dasagd other expenses, which could
have a material adverse effect on the Companyasial position, although management believes tissipility of such effect is remote.

NOTE 8: RELATED PARTY

During 1990, the Company made a cost-basis invegtofebl million in Vitesse Semiconductor SerieBigferred Stock (which has been
converted to common stock since Vitesse's pubferioig) and guaranteed an equipment lease lineeafitcfor Vitesse, of $3.5 million,
maturing on August 31, 1997. The outstanding ppialcbalance related to the lease line at Januat9®4, is $1.6 million. In exchange for
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NOTE 8: RELATED PARTY -- CONTINUED

guaranteeing the leases, the Company receivedrantaexercisable at $9.00 per share, for up tdbshares of Vitesse common stock. The
warrant for 35,000 shares was exercised in Decef@®t and the shares subsequently sold in 1992f Aanuary 3, 1994, the Company's
cost-basis investment is $1,000,000. The Compahgigman, its president and a director, effectiotober 1993, are members of the Vitesse
Board of Directors.

During 1992, the Company made a cost-basis investofeb2 million in QuickLogic Series D preferretbek. An additional $195,000 was
invested in 1993. Under certain circumstancesCiimpany may be required to make additional investsi@ QuickLogic. The Company's
chairman is a member of the Board of Directors oiclogic.

During 1993 and 1992, the Company paid approxim&291,000 and $242,000, respectively, to a membtre Board of Directors for
consulting services. The Company also guarantéeainafrom a bank to the Company's president anef executive officer which aggregat
$810,000 at January 3, 1994.
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REPORT OF INDEPENDENT ACCOUNTANTS
To the Stockholders and Board of Directors of Cypres Semiconductor Corporation:

In our opinion, the accompanying consolidated ba#asheets and the related consolidated statemieope@tions, stockholders' equity and
cash flows present fairly, in all material respetite financial position of Cypress Semiconductorgoration and its subsidiaries at Janual
1994 and December 28, 1992, and the results afdperations and their cash flows for each of tired years in the period ended January 3,
1994, in conformity with generally accepted accoumprinciples. These financial statements aredlsponsibility of the Company's
management; our responsibility is to express aniopion these financial statements based on outsalfde conducted our audits of these
statements in accordance with generally acceptditirmy standards which require that we plan andigoer the audit to obtain reasonable
assurance about whether the financial statemeat$es® of material misstatement. An audit inclueleamining, on a test basis, evidence
supporting the amounts and disclosures in the &ilahstatements, assessing the accounting prirsciygled and significant estimates made by
management, and evaluating the overall financé&kstent presentation.

We believe that our audits provide a reasonablis fasthe opinion expressed above.

PRICE WATERHOUSE
San Jose, California
January 25, 1994
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QUARTERLY FINANCIAL DATA

T HREE MONTHS ENDED
JANUARY 3, SEPT EMBER 27, JUNE 28, MARCH 29,
1994 1993 1993 1993
(IN THOUSANDS, EXCE PT PER SHARE DATA)
Revenues...........ccecuee... $ 83,012 $ 77,037 $ 74,753  $69,710
Gross margin.................. 35,352 31,686 29,526 28,127
Net income (loss) (4,088) 6,077 3,605 2,449
Net income (loss) per share... $ (0.11) $ 0.16 $ 0.10 $ 0.07
DECEMBER 28, SEPT EMBER 28, JUNE 29, MARCH 30,
1992 1992 1992 1992
(IN THOUSANDS, EXCEPT PER SHARE DATA)
Revenues........cc..c....... $ 67,386 $ 65,254 $65,793  $73,809
Gross margin................ 25,993 26,787 26,420 34,883
Net income (loss)........... (23,735) 472 (1,663) 3,916
Net income (loss) per
share.......cccoevennee. $ (0.66) $ 0.01 $ (0.04) $ 0.10

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
Not applicable
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PART 1lI

Certain information required by Part Ill is omittr]dm this Report in that the registrant has fitledefinitive proxy statement pursuant to
Regulation 14A (the "Proxy Statement") not latertti20 days after the end of the fiscal year calbyethis Report, and certain information
included therein is incorporated herein by refeeenc

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT
The information concerning the Company's directetpiired by this Item is incorporated by refereticthe Company's Proxy Statement.

The information concerning the Company's execuiffieers required by this Item is included in Planereof under the title "Executive
Officers of the Registrant”.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item is incorp@eby reference to the Company's Proxy Statement.
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT
The information required by this Item is incorp@eby reference to the Company's Proxy Statement.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information required by this Item is incorp@eby reference to the Company's Proxy Statement.
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K.

(A) THE FOLLOWING DOCUMENTS ARE FILED AS A PART OFHIS REPORT:

1) FINANCIAL STATEMENTS PAGE
Consolidated Balance Sheets at January 3, 1 994 and December 28,
1992, s 13
Consolidated Statements of Operations for t he three years ended
January 3, 1994.......ccoiviiiiiiiiiieeee s 14
Consolidated Statements of Stockholders' Eq uity for the three years
ended January 3, 1994........ccccevveeeee e 15
Consolidated Statements of Cash Flows for t he three years ended
January 3, 1994..........ccovviiiiinnnnns 16
Notes to Consolidated Financial Statements. 17
Report of Independent Accountants.......... 26

(2) FINANCIAL STATEMENT SCHE DULES: REFERENCE PAGE
Report of Independent Accountants on Finan cial Statement Schedules
for the
three years ended January 3, 1994......... L F-1

l. Marketable securities........ccccceeeeee. e F-2

II.  Amounts receivable from related parties an d underwriters, promoters
and
employees other than related parties...... F-3

V. Property and equipment.......ccccceeeeees e F-4

VI.  Accumulated depreciation and amortization of property and
[0 181 0] .0 T=T o F-5

VIII.  Valuation and qualifying accounts and rese rves... F-6

X. Supplementary income statement information F-7

All other schedules are omitted because they arappicable or the required information is showrhe financial statements or notes the

(3) Exhibits

EXHIBIT

NUMBER DESC RIPTION

3.1(1) Restated Certificate of Incorporatio n, as amended.

3.2(3) Certificate of amendment of Restated Certificate of Incorporation, as
amended.

3.3(2) Bylaws, as amended.

10.1(3)(4) 1985 Incentive Stock Option Plan, an d forms of Incentive Stock Option
Agreement and Nonstatutory Option Ag reement, as amended.

10.2(1)(4) Form of Indemnification Agreement.

10.3(2)(4) 1988 Directors' Stock Option Plan an d form of Agreement, as amended.

10.4(4) Bialek consulting agreement, dated O ctober 28, 1993.

10.5(4) 1994 Stock Option Plan.

211 Subsidiaries of the Company.

23.1 Consent of Independent Accountants.

24.1 Power of Attorney (see page 31).

(1) Previously filed as exhibits to Registratiomt®ment on Form S-1 (No. 33-12153) which becanectife on March 4, 1987 and
incorporated herein by reference.
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(2) Previously filed as an exhibit to the Compamyréiual Report on Form 10-K for the fiscal year edddecember 31, 1990.
(3) Previously filed as an exhibit to the Compamyrsual Report on Form 10-K for the fiscal year edddecember 28, 1992.
(4) Management compensatory plan, contract or genaent.

(B) REPORTS ON FORM 8-K

A report on Form 8-K dated November 2, 1993 walflhy the Company for the fourth quarter ended aansi, 1994, reporting the
acquisition of IC Designs, Inc. and including aedifinancial statements for the year ended DeceBihet992 and unaudited financial
information for the nine months ended Septembed 903 and 1992 of IC Designs, Inc.; and unauditedfigrma financial statements for the
year ended December 28, 1992 and as of and faritleemonths ended September 27, 1¢
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the regigt Cypress Semiconductor
Corporation, a corporation organized and existingeu the laws of the State of Delaware, has dulged this Annual Report to be signed on
its behalf by the undersigned, thereto duly autteatj in the City of San Jose, State of Califoroiathe 14th day of March 1994.

CYPRESS SEMICONDUCTOR CORPORATION

By: /s/ EMVANUEL HERNANDEZ
Emmanuel Her nandez, Chi ef
Fi nancial O ficer,
Vi ce President, Finance and
Admini stration

POWER OF ATTORNEY

Each of the officers and directors of Cypress Sendactor Corporation whose signature appears betyeby constitutes and appoints T.J.
Rodgers and Emmanuel Hernandez and each of themirile and lawful attorneys-in-fact and agentish full power of substitution, each
with power to act alone, to sign and execute oralieth the undersigned any amendment or amendntenités Report on Form 10-K, and to
perform any acts necessary to be done in ordéleteifch amendment, and each of the undersignesitdreby ratify and confirm all that si
attorneys-in-fact and agents, or their or his stuies, shall do or cause to be done by virtuedfere

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed &ydhowing persons in the capacities and
on the dates indicated:

SIGNATURE TITLE DATE
/s/ T.J. RODGERS President, Chief Executive Officer March 14, 1994
T.J. Rodgers and Direct or (Principal Executive
Officer)
/sl EMMANUEL HERNANDEZ Chief Fina ncial Officer, Vice March 14, 1994
Emmanuel Hernandez President, Finance and
Administra tion (Principal Financial
and Accoun ting Officer)
/sl PIERRE R. LAMOND Chairman o f the Board of Directors March 14, 1994
Pierre R. Lamond
/s/ L. JOHN DOERR Director March 14, 1994
L. John Doerr
/s/ FRED B. BIALEK Director March 14, 1994
Fred B. Bialek
/sl ERIC BENHAMOU Director March 14, 1994
Eric Benhamou
/s/ JOHN C. LEWIS Director March 14, 1994

John C. Lewis
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REPORT OF INDEPENDENT ACCOUNTANTS ON
FINANCIAL STATEMENT SCHEDULES

To the Board of Directors of
Cypress Semiconductor Corporation

Our audits of the consolidated financial statemesfisrred to in our report dated January 25, 19§pkaring on page 26 of this Annual Report
on Form 10-K also included an audit of the FinahStatement Schedules listed in Item 14(a) of Buem 10-K. In our opinion, these

Financial Statement Schedules present fairly,limaterial respects, the information set forth ¢éirewhen read in conjunction with the rela
consolidated financial statements.

PRICE WATERHOUSE
San Jose, California
January 25, 1994
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SCHEDULE |

CYPRESS SEMICONDUCTOR CORPORATION

MARKETABLE SECURITIES

AMOUNT AT WHICH
EACH SECURITY ISSUE
NAME OF ISSUER AND CARRIED IN THE
TITLE OF EACH ISSUE BALANCE SHEET(1)(2)

January 3, 1994:
Municipal Obligations.........ccccecceveeee. e $22,302,000

Adjustable Rate Government Guaranteed Securiti 3,610,000
Mortgage Backed Securities.................... 13,872,000
Asset Backed Securities......... 113,000
Commercial Paper..........cccoocvveeennnnn. 3,036,000
$42,933,000

(1) The cost, carrying amount and market valueaghdssue at the balance sheet date are the sapumtsnas listed.

(2) No individual security issue exceeds 2% ofltatsets.



SCHEDULE I
CYPRESS SEMICONDUCTOR CORPORATION

AMOUNTS RECEIVABLE FROM RELATED PARTIES AND
UNDERWRITERS, PROMOTERS, AND EMPLOYEES OTHER THAN R ELATED PARTIES

DEDUCTIONS BALANCE AT END OF
------------------------ PE RIOD
BEGINNING AMOUNTS AMOUNTS - e
NAME OF DEBTOR BALANCE ADDITIONS COLLECTED WRITTEN OFF CURRENT NOT CURRENT
1991
Roger ROSS(1)....cccvvveeriieennnen. - $ 300,000 - -~ $300,000
Wayne Matterson(2)................... - $ 239,000 - - $239,000
Joe NicholS(3).......ccccvvririnnne - $ 104,000 - - $104,000
1992
Roger ROSS(1)....cccvvveeiueeannnnn. $300,000 - - $300,000
Wayne Matterson(2)................... $239,000 - $239,000 - -
Joe Nichols(3)........ ... $104,000 $ 179,000 - - $283,000
Thomas North(4)........ccceeeuvenn. - $ 121,862 - - $121,862
Fred Jenne(5)......ccccvvuveiinens - $ 155,000 - - $155,000
1993
Roger RoOSS(1).....ccccveevuveennnenn. $300,000 - $ 300,000 -
Joe NicholS(3).......ccccvvrvrinnne $283,000 - $283,000 -
Thomas North(4)........cccceeeeeenne $121,862 - $121,862 - -
Fred Jenne(5)......ccccveuveiinenns $155,000 - - $155,000 -
J. Daniel McCranie(6)................ - $ 210,000 - - - $ 210,000

(1) Receivable from Chairman of Ross Technologg, (a subsidiary of the Company), due Decembefl832 and subsequently extended to
May 1993, bearing interest at the rate of 6.15%agp@um payable at maturity, and secured by his &gBemiconductor stock options.

(2) Receivable from former Chief Operating OfficdiRoss Technology, Inc., due March 31, 1992, mdarest bearing and unsecured.

(3) Receivable from former Marketing Manager of Rd@gschnology, Inc., due June 30, 1993, bearingéastat the rate of 6% per annum
payable at maturity, secured by his personal reskle

(4) Receivable from President of Aspen Semiconductporation (a subsidiary of the Company) duéagust 30, 1993, bearing interest at
the rate of 5% per annum payable at maturity, sgthy stock in Aspen Semiconductor.

(5) Receivable from Director of Technology of Asggemiconductor Corporation, due April 15, 1994 rivepinterest at the rate of 8% per
annum payable at maturity, secured by his perqmoglerty.

(6) Receivable from Vice President of Marketing &ades, due October 7, 1996, unsecured and baatargst at 4% per annum. Principal
and interest due at maturity unless Mr. McCraniilsemployed by the Company, in which case sadebtedness will be forgiven.
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SCHEDULE V
CYPRESS SEMICONDUCTOR CORPORATION

PROPERTY AND EQUIPMENT

BEGINNING ENDING
CLASSIFICATION BALANCE ADDITIONS RETIREMENTS* TRANSFERS** BALANCE
1991
Bldg & Leasehold Improvements...... $ 19,560,000 $12,654,000 $ (42,000) $ - $ 32,172,000
Machinery and Equipment............ 157,089,000 59,903,000 (6,552,000) - 2 10,440,000
Furniture and Fixtures............. 9,261,000 4,349,000 (274,000) -- 13,336,000
.. 4,250,000 2,613,000 -- -- 6,863,000
Total.......cooveiiiiiieen $190,160,000 $79,519,000 $ (6,868,000) $ - $2 62,811,000
1992
Bldg & Leasehold Improvements...... $ 32,172,000 $6,141,000 $ (4,519,000) $ - % 33,794,000
Machinery and Equipment............ 210,440,000 23,488,000 (13,648,000) - 2 20,280,000
Furniture and Fixtures............. 13,336,000 2,557,000 (390,000) -- 15,503,000
[ - T To [ 6,863,000 695,000 -- -- 7,558,000
Total........cccoeiivrinees $262,811,000 $32,881,000 $(18,557,000) $ - $2 77,135,000
1993
Bldg & Leasehold Improvements...... $ 33,794,000 $2,079,000 $ (4,709,000) $ 903,000 $ 32,067,000
Machinery and Equipment............ 220,280,000 58,021,000 (21,616,000) 9,162,000 2 65,847,000
Furniture and Fixtures............. 15,503,000 -- (1,454,000) (10,065,000) 3,984,000
[ - T [o [ 7,558,000 -- - -- 7,558,000
Total.........ccoovivirirens $277,135,000 $60,100,000 $(27,779,000) $ - $3 09,456,000

* Includes fixed assets written off in 1992 in aamgtion with the Company's restructuring.
** Represents reclassification resulting from impkntation of new asset tracking system.
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SCHEDULE VI

CYPRESS SEMICONDUCTOR CORPORATION

ACCUMULATED DEPRECIATION AND AMORTIZATION OF

BEGINNING
CLASSIFICATION BALANCE

1991

Bldg & Leasehold Improvements.... $ (8,072,000)
Machinery and Equipment.......... (73,763,000)
Furniture and Fixtures........... (4,969,000)

1992

Bldg & Leasehold Improvements.... $ (10,828,000)

Machinery and Equipment.......... (98,336,000)

Furniture and Fixtures........... (8,344,000)
Total...ooocvevieenns $(117,508,000)

1993

Bldg & Leasehold Improvements.... $ (15,132,000)
Machinery and Equipment.......... (131,043,000)
Furniture and Fixtures........... (9,964,000)

PROPERTY AND EQUIPMENT

ADDITIONS RETIREMENTS  TRANSFERS

$(2,798,000) $ 42,000 $ - $(
(31,131,000) 6,558,000 -
(3,643,000) 268,000 -
$(37,572,000) $6,868,000 $ - $(1
$(4,304,000) $ 0 $ - $(
(36,503,000) 3,796,000 -

(1,999,000) 379,000 -

$(42,806,000) $4,175,000 $ - $(1

$(2,484,000) $5,594,000 $ (850,000) $ (
(34,394,000) 12,403,000  (6,431,000) (1
(645,000) 129,000 7,281,000

$(37,523,000) $18,126,000 $ - $(1
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ENDING
BALANCE

10,828,000)
98,336,000)
(8,344,000)

15,132,000)
31,043,000)
(9,964,000)

12,872,000)
59,465,000)
(3,199,000)



SCHEDULE VIl
CYPRESS SEMICONDUCTOR CORPORATION

VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

BEGINNING CHARG ED TO COSTS CHARGED TO END ING

DESCRIPTION BALANCE AND EXPENSES OTHER ACCOUNTS DEDUCTIONS BALA NCE
1991
Allowance for sales returns and

doubtful accounts.............. $ 540,000 $ -- $168,000 $ (65,000) $ 64 3,000
1992
Allowance for sales returns and

doubtful accounts.............. $ 643,000 $ 333,000 $200,000 $(343,000) $ 83 3,000
1993
Allowance for sales returns and

doubtful accounts.............. $ 833,000 $ 738,000 $125,000 $(349,000) $1,34 7,000
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SCHEDULE X
CYPRESS SEMICONDUCTOR CORPORATION

SUPPLEMENTARY INCOME STATEMENT INFORMATION

CHARGED TO COSTS AND EXPENSES

ITEM 1993 1992 1991
Maintenance and repairs..............cccccueenee. . $11,809,000 $12,572,000 $12,045,000
AAVErtiSiNg......ccoovevviniiiiieeieeee . 1,518,000 1,744,000 3,269,000
Amortization of intangible assets.................. . 3,722,000 4,828,000 3,963,000
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EXHIBIT 10.4

CONSULTING AGREEMENT DATED
OCTOBER 28, 1993, AS AMENDED
FEBRUARY 9, 1994

Mr. Fred Bialek
200 Winding Way
Woodside, CA 94062

Dear Fred:
Following are the terms and conditions of your edtisg agreement with Cypress (the "Company).

1. You shall provide consulting services to perfah@ Company's Board of Directors duties, divisaod subsidiary duties, and whatever
mergers and acquisitions activity that the Commamanagement asks of you until this agreementnsinated. You are expected to work
generally on your own and to employ your own methand to work the hours and schedule necessapntplete the services. You will do
most of your work out of your own office but wheeaessary the Company will provide an office spatieer facilities and a phone for your
use.

2. You may provide your consulting services to aog-related Company entity with the exception dfract competitor to the Company.

3. In return for the services listed above, inahgdbut not limited to the acquisition of IC Desigarsd Performance Semiconductor, the
Company shall compensate you as follows:

(&) You shall receive the standard monetary congi@rsas a member of the Company's Board of Directo

(b) You shall be granted a new stock option fo©@0,shares on May 29 of each year, at fair mariktavon the date of such grant, consistent
with other members of the Company's Board of Daext

(c) You shall receive an annualized fixed retafioelyour services of $242,000, payable on the fiest of each month. This retainer shall be
increased on April 1st of each year by an amouunaktp the average percentage salary increasepasvagl by the Board of Directors for all
Cypress employees.

(d) You shall be reimbursed for your out-of-pockasiness expenses for travel, lodging, phone andnéstrative support upon receipt of
invoice.



(e) Full and immediate vesting of the 60,000 opshares which you received on May 10, 1993 to corsgie you for successfully
negotiating the sale of Ross Technology to Fujitisited.

(f) You shall be granted a new stock option for ,0P0 shares. The exercise price shall be $11.6258ha&e, which is the fair market value of
the Company's stock as determined by the closiicg pin the NYSE on October 28, 1993. The stock skeat 50,000 shares on June 28,
1994; 4,167 shares on the 28th day of each mogtkdlter, up to and including June 28, 1995; afii7lshares on the 28th day of each
month thereafter, up to and including June 28, 1996

4. This agreement may be terminated by either paitty 30 days written notice.
5. This agreement supersedes all prior consultyngeaments, which shall now be deemed terminated.

6. In carrying out services under this agreement, shall be and act as an independent contractdrstaall be subject to the Company's
direction only as to specific areas with respeatiiich the Company desires your services and advice

Please indicate your acceptance of this agreenyesighing a copy and returning it to me.
Sincerely,

/sl T.J. RODGERS

T.J. Rodgers

Presi dent and CEO

Cypress Sem conductor Corporation

| accept the terms and conditions of this agreement

/sl FRED BI ALEK
Fred Bi al ek



EXHIBIT 10.5
CYPRESS SEMICONDUCTOR CORPORATION
1994 STOCK OPTION PLAN

1. Purposes of the Plan. The purposes of this Siptlon Plan are:

. to attract and retain the best available perddon@ositions of substantial responsibility;
. to provide additional incentive to Employees &uahsultants and Outside Directors; and
. to promote the success of the Company's business.

2. Components of the Plan. The Plan provides for:

. the discretionary granting of Options to Emplayaad Consultants, which Options may be eithenitioe Stock Options or Nonstatutory
Stock Options, as determined by the Administrataha time of grant; and

. the grant of Nonstatutory Stock Options to Owdidrectors pursuant to an automatic, non-disanetip formula.
3. Definitions. As used herein, the following déifions shall apply:
(a) "Administrator" means the Board or any of imn@nittees as shall be administering the Plan, do@ance with Section 5 of the Plan.

(b) "Applicable Laws" means the legal requiremeptating to the administration of stock option lamder state corporate and securities
laws and the Code.

(c) "Board" means the Board of Directors of the @amy.

(d) "Code" means the Internal Revenue Code of 188@&mended.

(e) "Committee" means a Committee appointed byBiberd in accordance with Section 5 of the Plan.
(f) "Common Stock" means the Common Stock of thenGany.

(g) "Company" means Cypress Semiconductor Corporas Delaware corporatio



(h) "Consultant" means any person, including arismyengaged by the Company or a Parent or Sagith render services and who is
compensated for such services; provided, howelat the term "Consultant” shall not include Outdidesctors, unless such Outside
Directors are compensated for services to the Cagnpther than through payment of director's fees.

(i) "Continuous Status as a Director" means thatirector relationship is not interrupted or temated.

() "Continuous Status as an Employee or ConsUiltaegns that the employment or consulting relatignsvith the Company or any Parent
or Subsidiary is not interrupted or terminated. tBarous Status as an Employee or Consultant shalbe considered interrupted in the case
of: (i) any leave of absence approved by the Compacluding sick leave, military leave, or any etlpersonal leave; provided, however,
for purposes of Incentive Stock Options, no suelvdemay exceed ninety (90) days, unless reemployupem the expiration of such leave is
guaranteed by contract (including certain Companlicigs) or statute; provided, further, that on tieety-first

(91st) day of any such leave (where reemploymentiguaranteed by contract or statute) the Opéisnacentive Stock Option shall ceas
be treated as an Incentive Stock Option and witreated for tax purposes as a Nonstatutory Stqatlof, or (ii) transfers between locations
of the Company or between the Company, its Paitsriubsidiaries or its successor.

(k) "Director" means a member of the Board.
() "Disability" means total and permanent disapiis defined in Section 22(e)(3) of the Code.

(m) "Employee" means any person, including Officand Directors, employed by the Company or anyrRaneSubsidiary of the Company.
Neither service as a Director nor payment of aatlines fee by the Company shall be sufficient tostibute "employment" by the Compat

(n) "Exchange Act" means the Securities ExchangeofAt934, as amended.
(o) "Existing Directors" means members of the BaamdOctober 12, 1988.
(p) "Fair Market Value" means, as of any date vhlee of Common Stock determined as follows:

DW2027.W42(5P3)
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(i) If the Common Stock is listed on any establis®ck exchange or a national market system, deduwithout limitation the National
Market System of the National Association of Sd@siDealers, Inc. Automated Quotation ("NASDAQYs&m, the Fair Market Value of a
Share of Common Stock shall be the closing sategar such stock (or the mean of the closing bidl asked prices, if no sales were
reported), as quoted on such exchange (or the egehaith the greatest volume of trading in Commtatk) or system on the date of such
determination (or, in the event such date is noading day, the trading day immediately priortie tlate of such determination), as reported
in The Wall Street Journal or such other sourcé@f\dministrator deems reliable; or

(ii) If the Common Stock is quoted on the NASDAGQ®mM (but not on the National Market System thgreofs regularly quoted by a
recognized securities dealer but selling pricemateeported, the Fair Market Value of a Shar€ofnmon Stock shall be the mean of the
closing bid and asked prices for such stock ord#te of such determination (or, in the event swatk & not a trading day, the trading day
immediately prior to the date of such determingtias reported in The Wall Street Journal or sublkrosource as the Administrator deems
reliable; or

(iii) In the absence of an established marketlier€ommon Stock, the Fair Market Value shall bemeined in good faith by the
Administrator.

(9) "Incentive Stock Option" means an Option inethdo qualify as an incentive stock option withie meaning of Section 422 of the Code
and the regulations promulgated thereunder.

(r) "Nonstatutory Stock Option" means an Optioninténded to qualify as an Incentive Stock Option.

DW2027.W42(5P3)
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(s) "Notice of Grant" means a written notice evicdag certain terms and conditions of an individOaltion grant. The Notice of Grant is part
of the Option Agreement.

(t) "Officer" means a person who is an officer lodé Company within the meaning of Section 16 offkehange Act and the rules and
regulations promulgated thereunder.

(u) "Option" means a stock option granted purstmautiie Plan or the Terminated Plans.

(v) "Option Agreement" means a written agreemetwben the Company and an Optionee evidencing thestand conditions of an
individual Option grant. The Option Agreement idjgct to the terms and conditions of the Plan.

(w) "Option Exchange Program" means a program wieogeitstanding options are surrendered in exchéorgaptions with a lower exercise
price.

(x) "Optioned Stock" means the Common Stock sultean Option.

(y) "Optionee" means an Employee, Consultant osidatDirector who holds an outstanding Option.

(2) "Outside Director" means a Director who is antEmployee or Consultant.

(aa) "Parent" means a "parent corporation"”, whatber or hereafter existing, as defined in Sectia#(d) of the Code.
(ab) "Plan" means this 1994 Stock Option Plan.

(ac) "Rule 16b-3" means Rule 16b-3 of the Exchakgfeor any successor to Rule 16b-3, as in effeamtliscretion is being exercised with
respect to the Plan.

(ad) "Share" means a share of the Common Stoadjasted in accordance with Section 15 of the Plan.
(ae) "Subsidiary" means a "subsidiary corporatioriether now or hereafter existing, as defineddnti®n 424(f) of the Code.

(af) "Terminated Plans" means the Company's 198&nitive Stock Option Plan and 1988 Directors' Stopkion Plan, which are terminated
upon adoption of, and superseded by, this Plan €kewy outstanding Options under the Terminateds?3aall continue
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in full force in effect, subject to the provisioaksuch Options and this Plan).

4. Stock Subject to the Plan. Subject to Sectionfltfie Plan, the total number of Shares resermddbaailable for issuance under the Plan is
3,455,791 Shares (including 455,791 Shares prelyi@ughorized but unissued under the Terminatedd})lus shares subject to options
outstanding under the Terminated Plans at the dinaeloption of this plan which are subsequentlydited in connection with termination of
employment or other failure to exercise, increasethe first day of each new fiscal year of the @any from and including the 1995 fiscal
year by a number of Shares equal to 4.5% of thebeumf Shares outstanding as of the last busirespiceding each such first day of e
new fiscal year. However, the number of Sharedalviai for issuance pursuant to Incentive Stock @ystishall not include the foregoing
annual increase, which shall be used solely fordiintory Stock Options.

Subject to Section 15 of the Plan, if any Sharasliave been optioned under an Option (whethertgslaimder this Plan or the Terminated
Plans) cease to be subject to such Option (otlaer tthrough exercise of the Option), or if any Optipanted hereunder or thereunder is
forfeited, or any Option otherwise terminates ptmthe issuance of Common Stock to the particighietShares that were subject to such
Option shall again be available for distributiorconnection with future Options under the Plan.r&hahat have actually been issued under
the Plan upon exercise of an Option shall not iwerent be returned to the Plan and shall not becaailable for future distribution under
the Plan.

5. Administration of the Plan.
(a) Procedure.

(i) Multiple Administrative Bodies. If permitted bule 16b-3, the Plan may be administered by diffebodies with respect to (A) Directors
and Officers, and (B) Employees and Consultants areaeither Directors nor Officers.

(i) Administration With Respect to Discretionanptin Grants to Individuals Subject to Section }6Wlith respect to discretionary Option
grants made to Employees and Consultants who soeCificers or Directors subject to Section 16(bihe Exchange Act, the Plan shall be
administered by (A) the Board, if the Board may adster the Plan in compliance with the rules gowag a plan intended to qualify as a
discretionary plan under Rule 16b-3, or (B) a cotteridesignated by the Board to administer the, Maich committee shall be constituted
to comply with the rules governing a plan intenttedqualify as a discretionary plan under Rule 16kD8ce appointed, such Committee shall
continue to serve in its designated capacity wttierwise directed by the Board. From time to tthreBoard may increase the size of the
Committee and appoint additional members, removalpees (with or without cause) and substitute newntrers, fill vacancies (however
caused), and remove all members of the Committdeteeafter directly administer the Plan, allie extent permitted by the rules
governing a plan intended to qualify as a discretig plan under Rule 16b-3.
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(iii) Administration With Respect to Discretiona@ption Grants to Other Persons. With respect toréiimnary Option grants made to
Employees or Consultants who are neither DireatorOfficers of the Company, the Plan shall be aistéred by (A) the Board or (B) a
committee designated by the Board, which commitesl be constituted to satisfy Applicable Lawsc®appointed, such Committee shall
serve in its designated capacity until otherwisealed by the Board. The Board may increase tleedithe Committee and appoint additic
members, remove members (with or without cause)sabdtitute new members, fill vacancies (howevesed), and remove all members of
the Committee and thereafter directly administerRlan, all to the extent permitted by Applicabéenis.

(iv) Administration With Respect to Automatic Grarib Outside Directors. Automatic Grants to Outddiectors shall be pursuant to a non-
discretionary formula as set forth in Section ldebé&and therefore shall not be subject to anyrdigmary administration.

(b) Powers of the Administrator. Subject to thevsimns of the Plan, and in the case of a Committebject to the specific duties delegated
by the Board to such Committee, the Administrat@iishave the authority, in its discretion:

(i) to determine the Fair Market Value of the Conm&itock, in accordance with Section 3(p) of thenPla
(i) to select the Consultants and Employees torwl@ptions may be granted hereunder;

(iii) to determine whether and to what extent Opsi@re granted hereunder;

(iv) to determine the number of shares of CommariSto be covered by each Option granted hereunder;
(v) to approve forms of agreement for use undePiae;

(vi) to determine the terms and conditions, nobirgistent with the terms of the Plan, of any Opticented hereunder. Such terms and
conditions include, but are not limited to, the rexse price, the time or times when Options magkercised (which may be based on
performance criteria), any vesting acceleratiowaiver of forfeiture restrictions, and any residotor limitation regarding any Option or the
shares of Common Stock relating thereto, baseddh ease on such factors as the Administratotsisale discretion, shall determine;

(vii) to reduce the exercise price of any Optioitite then current Fair Market Value if the Fair ketrValue of the Common Stock coverec
such Option shall have declined since the dat®fteon was granted;
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(viii) to construe and interpret the terms of thanPand Options granted pursuant to the Plan;

(ix) to prescribe, amend and rescind rules andlat¢igas relating to the Plan, including rules aagulations relating to sub-plans established
for the purpose of qualifying for preferred taxatmment under foreign tax laws;

(x) to modify or amend each Option (subject to Bac16(c) of the Plan);

(xi) to authorize any person to execute on behati® Company any instrument required to effectgtant of an Option previously granted
the Administrator;

(xii) to institute an Option Exchange Program;
(xiii) to determine the terms and restrictions &sile to Options; and
(xiv) to make all other determinations deemed nemgsor advisable for administering the Plan.

(c) Effect of Administrator's Decision. The Admitistor's decisions, determinations and interpretatshall be final and binding on all
Optionees and any other holders of Options.

6. Eligibility.

(a) Discretionary Stock Options. Nonstatutory St@gkions may be granted to Employees and Consaltamtentive Stock Options may be
granted only to Employees. If otherwise eligible,Eamployee or Consultant who has been granted éiofOmay be granted additional
Options.

(b) Outside Director Stock Options. Outside Direstshall be eligible to receive only Nonstatutotgc® Options pursuant to Section 11
hereof.

7. Limitations.

(a) Each Option shall be designated in the Notfd8rant or Option Agreement as either an IncenBta@ck Option or a Nonstatutory Stock
Option. However, notwithstanding such designatitmshe extent that the aggregate Fair Market Vialue

(i) of Shares subject to an Optionee's incentiveksbptions granted by the Company, any Parenubsiiary, which
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(if) become exercisable for the first time duringyaalendar year (under all plans of the CompamgngrParent or Subsidiary)

exceeds $100,000, such excess Options shall Hedraa Nonstatutory Stock Options. For purposékisfSection 7(a), incentive stock
options shall be taken into account in the ordevtich they were granted, and the Fair Market Vaitithe Shares shall be determined as of
the time of grant.

(b) Neither the Plan nor any Option shall confeprupn Optionee any right with respect to continuhng Optionee's employment or
consulting relationship or tenure as a directohwlie Company, nor shall they interfere in any wéth the Optionee's, the Company's, or the
Company's stockholders', right to terminate suchleypment or consulting relationship or tenure aractor with the Company at any time,
with or without cause.

(c) The following limitations shall apply to grara$ Options to Employees:
(i) No Employee shall be granted, in any fiscalryafsthe Company, Options to purchase more than(BG0Shares.

(i) The foregoing limitation shall be adjusted postionately in connection with any change in tl@@any's capitalization as described in
Section 14(a).

(iii) If an Option is canceled (other than in contien with a transaction described in Section 148,canceled Option will be counted against
the limit set forth in Section 7(c)(i). For thisnpose, if the exercise price of an Option is redydtle transaction will be treated as a
cancellation of the Option and the grant of a ngwtid.

8. Term of Plan. The Plan shall become effectivenuiihe date, in 1994, of its approval by the stoddtérs of the Company. It shall continue
in effect for a term of ten (10) years unless teated earlier under Section 16 of the Plan.

9. Term of Option. The term of each Option shaltdre(10) years from the date of grant or suchtehéerm as may be provided in the No
of Grant or Option Agreement. In the case of aritiwe Stock Option granted to an Optionee whthatime the Incentive Stock Option is
granted, owns stock representing more than terepe(t0%) of the voting power of all classes otktof the Company or any Parent or
Subsidiary, the term of the Incentive Stock Opsball be five (5) years from the date of grantuartsshorter term as may be provided in the
Notice of Grant or Option Agreemel

10. Option Exercise Price and Consideration.

DW2027.W42(5P3)
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(a) Exercise Price. The per share exercise pricth@oShares to be issued pursuant to exercise Ofp#ion shall be determined by the
Administrator, subject to the following:

() In the case of an Incentive Stock Option

(A) granted to an Employee who, at the time thehtive Stock Option is granted, owns stock reprisgmore than ten percent (10%) of
voting power of all classes of stock of the Compangny Parent or Subsidiary, the per Share exeprise shall be no less than 110% of the
Fair Market Value per Share on the date of grant.

(B) granted to any Employee other than an Emplalg=eribed in paragraph (A) immediately above, #reShare exercise price shall be no
less than one hundred (100%) of the Fair Markeu®g@er Share on the date of grant.

(i) In the case of a Nonstatutory Stock Optiorg ter Share exercise price shall be no less tigguyefive percent (85%) of Fair Market
Value per Share on the date of grant.

(b) Waiting Period and Exercise Dates. At the taneDption is granted, the Administrator shall foe fperiod within which the Option may be
exercised and shall determine any conditions whiast be satisfied before the Option may be exeatciseso doing, the Administrator may
specify that an Option may not be exercised ungéildcompletion of a service period.

(c) Form of Consideration. Except with respectutoanatic stock option grants to Outside Directtite, Administrator shall determine the
acceptable form of consideration for exercisingxgution, including the method of payment. In theecaban Incentive Stock Option, the
Administrator shall determine the acceptable fofrnamsideration at the time of grant. Such forncafisideration shall be set forth in the
Notice of Grant or Option Agreement and may, asmeined by the Administrator, consist entirely

(i) cash;
(i) check;
(iiif) promissory note;

(iv) other Shares which (A) in the case of Shaepiaed upon exercise of an option, have been owgeatie Optionee for more than six
months on the date of surrender, and (B) have raMratiket Value on the date of surrender equal ¢éoafpgregate exercise price of the Shares
as to which said Option shall be exercised;
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(v) delivery of a properly executed exercise notagether with such other documentation as the Agtrator and the broker, if applicable,
shall require to effect an exercise of the Optind delivery to the Company of the sale or loan peals required to pay the exercise price;

(vi) any combination of the foregoing methods ofp&nt; or
(vii) such other consideration and method of payni@nthe issuance of Shares to the extent perdhityeApplicable Laws.
11. Automatic Stock Option Grants to Outside Dioest

(a) Procedure for Grants. All grants of Option©uatside Directors hereunder shall be automaticrenmddiscretionary and shall be made
strictly in accordance with the following provisg&in

(i) No person shall have any discretion to seldutctv Outside Directors shall be granted Optionatetermine the number of Shares to be
covered by Options granted to Outside Directors.

(i) Each Outside Director shall be automaticaltprfed an Option to purchase 40,000 Shares (thst'®ption™) upon the date on which st
person first becomes a Director, whether througbtidn by the stockholders of the Company or apgpwént by the Board of Directors to fill
a vacancy.

(iii) After the First Option has been granted to@untside Director, such Outside Director shall gadter be automatically granted an Optio
purchase 10,000 Shares (a "Subsequent Option")Yateaone year after the date of grant of the Bitton and on the same date each year
thereafter.

(iv) Notwithstanding the provisions of subsectidiisand (iii) hereof, in the event that an autormarant hereunder would cause the number
of Shares subject to outstanding Options plus theber of Shares previously purchased upon exen€i®ptions to exceed the number of
Shares available for issuance under the Plan,gheh such automatic grant shall be for that nurab8hares determined by dividing the tc
number of Shares remaining available for grantt@yrtumber of Outside Directors on the automatiatgdate. Any further grants shall then
be deferred until such time, if any, as additidBlahres become available for grant under the Plan.

(v) The terms of an Option granted hereunder sielis follows:
(1) the term of the Option shall be ten (10) years.
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(2) the Option shall be exercisable only while @gside Director remains a Director of the Compaxgept as set forth in subsection (c)
hereof.

(3) the exercise price per Share shall be 100%eofdir market value per Share on the date of gritite Option.
(4) the Option shall become exercisable as follows:

(A) Ifit is a First Option, it shall become exesable cumulatively in installments of 10,000 Shaesyear beginning on the date one year
after such Director's election to the Board of Diiogs.

(B) If it is a Subsequent Option, it shall becoraklyfexercisable four years after the date on wlitiehas granted.

(b) Consideration for Exercising Outside Directéock Options. The consideration to be paid for$hares to be issued upon exercise of an
automatic Outside Director Option shall consisiretyt of cash, check, other Shares of Common Stdukh (i) either have been owned by
the Optionee for more than six (6) months or wexreatquired, directly or indirectly from the Compaand (ii) have a fair market value on
the date of surrender equal to the aggregate eeepcice of the Shares as to which said Optiorl beatxercised, or any combination of such
methods of payment.

(c) Post-Directorship Exercisability.

(i) Termination of Status as a Director. If an QadgsDirector ceases to serve as a Director, he maygnly within ninety days (90) after the
date he ceases to be a Director of the Companygisgéhis Option to the extent that he was entitteelxercise it at the date of such
termination. To the extent that he was not entittedxercise an Option at the date of such terrginabr if he does not exercise such Option
(which he was entitled to exercise) within the tispecified herein, the Option shall terminate.

(i) Disability of Director. Notwithstanding the gvisions of Section 11(c)(i) above, in the eveltigector is unable to continue his service as
a Director with the Company as a result of his Diids, he may, but only within six (6) months frotine date of termination, exercise his
Option to the extent he was entitled to exercise ihe date of such termination. To the exterttlieavas not entitled to exercise the Option at
the date of termination, or if he does not exersiseh Option (which he was entitled to exercisehinithe time specified herein, the Option
shall terminate.
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(iii) Death of Director. In the event of the deathan Optionee:

(A) during the term of the Option who is at the eiwf his death a Director of the Company and wladl $tave been in Continuous Status as a
Director since the date of grant of the Option,@ion may be exercised, at any time within sixr®nths following the date of death, by
the Optionee's estate or by a person who acquiredght to exercise the Option by bequest or iitdwece, but only to the extent of the righ
exercise that would have accrued had the Optioaetnuied living and remained in Continuous Statidractor for twelve (12) months after
the date of death; or

(B) within thirty (30) days after the terminatioh@ontinuous Status as a Director, the Option magxercised, at any time within six (6)
months following the date of death, by the Optidmestate or by a person who acquired the rigakéocise the Option by bequest or
inheritance, but only to the extent of the righttkercise that had accrued at the date of terroimati

12. Exercise of Option.

(a) Procedure for Exercise; Rights as a Stockholigy Option granted hereunder shall be exercisabb®rding to the terms of the Plan and
at such times and under such conditions as sétifothe Option Agreement.

An Option may not be exercised for a fraction &reare.

An Option shall be deemed exercised when the Coynpneives: (i) written notice of exercise (in awtance with the Option Agreement)
from the person entitled to exercise the Optiow, @i full payment for the Shares with respecimoich the Option is exercised. Full payment
may consist of any consideration and method of mgatrauthorized by the Administrator and permittgdhe Option Agreement and the

Plan. Shares issued upon exercise of an Optiohtsh#&@sued in the name of the Optionee or, if ested by the Optionee, in the name of the
Optionee and his or her spouse. Until the stoctifioate evidencing such Shares is issued (as acild by the appropriate entry on the books
of the Company or of a duly authorized transfemagé the Company), no right to vote or receiveididnds or any other rights as a
stockholder shall exist with respect to the OptibB¢ock, notwithstanding the exercise of the Optidre Company shall issue (or cause to be
issued) such stock certificate promptly after thei@n is exercised. No adjustment will be madedfalividend or other right for which the
record date is prior to the date the stock cediéids issued, except as provided in Section THeoPlan.

Exercising an Option in any manner shall decrelasentimber of Shares thereafter available, botpdgposes of the Plan and for sale under
the Option, by the number of Shares as to whiclOpion is exercised.
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(b) Termination of Employment or Consulting Relasbip. Upon termination of an Optionee's Continustaus as an Employee or
Consultant, other than upon the Optionee's dealdigability, the Optionee may exercise the Optimut, only within such period of time as is
specified in the Notice of Grant or Option Agreememd only to the extent that the Optionee wagledtto exercise it at the date of
termination (but in no event later than the expirabf the term of such Option as set forth in lagice of Grant or Option Agreement). In 1
absence of a specified time in the Notice of Gaar®ption Agreement, the Option shall remain exsaioie for three months following the
Optionee's termination of Continuous Status asrapl&yee or Consultant. In the case of an Incerivoek Option, such period of time shall
not exceed three (3) months from the date of teation; in the case of a Nonstatutory Stock Optsuth period of time shall not exceed
twenty-four

(24) months from the date of termination. If, a thate of termination, the Optionee is not entitkedxercise the entire Option, the Shares
covered by the unexercisable portion of the Opsioall revert to the Plan. If, after terminatiorg fBptionee does not exercise the Option
within the time specified by the Administrator, ©gtion shall terminate, and the Shares covereslbi Option shall revert to the Plan.

(c) Disability of Optionee. In the event that antiOpee's Continuous Status as an Employee or Clamsuérminates as a result of the
Optionee's Disability, the Optionee may exercigedniher Option at any time within (i) for discatary stock options, six (6) months or such
other period of time not exceeding twelve (12) rhents is specified in the Notice of Grant or Op#greement, or (ii) for automatic stock
option grants to Outside Directors, six (6) morfthsn the date of such termination. Any such Optiovas/ only be exercised to the extent 1
the Optionee was entitled to exercise it at the dasuch termination (but in no event later tHaadxpiration of the term of such Option as
forth in the Notice of Grant or Option Agreemeifi)at the date of termination, the Optionee is entitled to exercise his or her entire Opt
the Shares covered by the unexercisable portitimeo®Option shall revert to the Plan. If, after taration, the Optionee does not exercise his
or her Option within the time specified herein, ®ption shall terminate, and the Shares covereslbf Option shall revert to the Plan.

(d) Death of Optionee. In the event of the deathroOptionee:

(i) during the term of the Option who is at theeiwf his death an of the Company and who shall baea in Continuous Status as an
Employee or Consultant since the date of granh@fQption, the Option may be exercised, at any tuitigin six (6) months following the
date of death, by the Optionee's estate or bysopexrho acquired the right to exercise the Optipbdxuest or inheritance, but only to the
extent of the right to exercise that would haveraed had the Optionee continued living and remainégiontinuous Status an Employee or
Consultant for twelve (12) months after the dateexith; or

(i) within thirty (30) days after the terminatiai Continuous Status as an Employee or ConsuliamiQOption may be exercised, at any time
within six (6) months
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following the date of death, by the Optionee'stesta by a person who acquired the right to exerttie Option by bequest or inheritance, but
only to the extent of the right to exercise thal hacrued at the date of termination.

(e) Rule 16b-3. Options granted to individuals sabjo Section 16 of the Exchange Act ("Insidersljst comply with the applicable
provisions of Rule 16b-3 and shall contain suchitaaithl conditions or restrictions as may be regdithereunder to qualify for the maximum
exemption from Section 16 of the Exchange Act witbpect to Plan transactions.

13. Non-Transferability of Options. An Option magtie sold, pledged, assigned, hypothecated, tramsf, or disposed of in any manner
other than by will or by the laws of descent otritisition and may be exercised, during the lifetiofi¢he Optionee, only by the Optionee.

14. Adjustments Upon Changes in Capitalizationsbligtion, Merger, Asset Sale or Change of Control.

(a) Changes in Capitalization. Subject to any negliaction by the stockholders of the Companyntiraber of shares of Common Stock
covered by each outstanding Option, and the numibenares of Common Stock which have been authbfeissuance under the Plan but
as to which no Options have yet been granted octwhi@ve been returned to the Plan upon cancellatiexpiration of an Option, as well as
the price per share of Common Stock covered by sach outstanding Option, shall be proportionateljusted for any increase or decrease
in the number of issued shares of Common StocKtiegdirom a stock split, reverse stock split, &aividend, combination or
reclassification of the Common Stock, or any otherease or decrease in the number of issued sba@smmon Stock effected without
receipt of consideration by the Company; providemyever, that conversion of any convertible semgiof the Company shall not be deer
to have been "effected without receipt of consitiend’ Such adjustment shall be made by the Boahaise determination in that respect s
be final, binding and conclusive. Except as expgyga®vided herein, no issuance by the Companyhafes of stock of any class, or securities
convertible into shares of stock of any class,lsfédct, and no adjustment by reason thereof $ieathade with respect to, the number or
price of shares of Common Stock subject to an @ptio

(b) Dissolution or Liquidation. In the event of theposed dissolution or liquidation of the Companigh respect to discretionary Options
granted under the Plan (but not with respect taddptgranted to Outside Directors) the Board mayhé exercise of its sole discretion in
such instances, declare that any such Option &ralinate as of a date fixed by the Board and gaeh Optionee the right to exercise his or
her Option as to all or any part of the Optionedc8t including Shares as to which the Option wawtiotherwise be exercisable.

(c) Merger or Asset Sale. In the event of a meafd¢ine Company with or into another corporationthar sale of substantially all of the assets
of the Company, each
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outstanding Option shall be assumed or an equivalgion shall be substituted by the successoraratipn or a Parent or Subsidiary of the
successor corporation. With respect to a discratip@ption granted under the Plan (but not witlpeesto Options granted to Outside
Directors), the Administrator may, in the exeraidéts sole discretion and in lieu of such assumptr substitution, provide for the Optionee
to have the right to exercise such Option as tofathe Optioned Stock, including as to Shares Wwhould not otherwise be exercisable. V
respect to Options granted to Outside Directorsragiter the Effective Date of the Plan, in thergwbat the successor corporation does not
agree to assume such Options or to substitute algnivoptions, each such outstanding Option sleaibime fully vested and exercisable,
including as to Shares as to which it would noeotlise be exercisable, unless the Board, in itsréi®n, determines otherwise. With respect
to Options granted to Outside Directors prior te Hffective Date of the Plan, in the event thatdhecessor corporation does not agree to
assume such Options or to substitute equivalemmptsuch Options shall terminate.

If the Administrator makes a discretionary Optiolyf exercisable in lieu of assumption or substitatin the event of a merger or sale of
assets, the Administrator shall notify the Optiottest the Option shall be fully exercisable foreaipd of thirty (30) days from the date of
such notice, and the Option will terminate uponekpiration of such period.

For the purposes of this subsection, the Optioli Beaconsidered assumed if, following the mergesale of assets, the option confers the
right to purchase, for each Share of Optioned SsotHect to the Option immediately prior to the gegror sale of assets, the consideration
(whether stock, cash, or other securities or pitgpeeceived in the merger or sale of assets bgidrslof Common Stock for each Share held
on the effective date of the transaction (and Iflas were offered a choice of consideration, yipe tof consideration chosen by the holde!

a majority of the outstanding Shares); providedyéner, that if such consideration received in ttergar or sale of assets was not solely
common stock of the successor corporation or iterRathe Administrator may, with the consent & successor corporation, provide for the
consideration to be received upon the exercisheftption, for each Share of Optioned Stock sultfettie Option, to be solely common
stock of the successor corporation or its Parendleiq fair market value to the per share consiitmaeceived by holders of Common Stock
in the merger or sale of assets.

15. Option Date of Grant. The date of grant of guti@ shall be, for all purposes, the date on wilghAdministrator makes the
determination granting such Option, or such oth@rldate as is determined by the Administratotidd¢amf the determination shall be
provided to each Optionee within a reasonable tfter the date of such grant.

16. Amendment and Termination of the Plan.
(2) Amendment and Termination. The Board may attemg amend, alter, suspend or terminate the Plan.
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(b) Stockholder Approval. The Company shall obt&tockholder approval of any Plan amendment to xiené necessary and desirable to
comply with Rule 16b-3 or with Sections 422 and 424he Code (or any successor rules or statutesher applicable laws, rules or
regulations, including the requirements of any @xge or quotation system on which the Common Swligted or quoted). Such
stockholder approval, if required, shall be obtdiresuch a manner and to such a degree as igedduy the applicable law, rule or
regulation.

(c) Effect of Amendment or Termination. No amendimatfteration, suspension or termination of thenRlaall impair the rights of any
Optionee, unless mutually agreed otherwise betilee®ptionee and the Administrator, which agreemaust be in writing and signed by
the Optionee and the Company.

17. Conditions Upon Issuance of Shares.

(a) Legal Compliance. Shares shall not be issuesljpnt to the exercise of an Option unless theceseepf such Option and the issuance and
delivery of such Shares shall comply with all rele¥provisions of law, including, without limitatipthe Securities Act of 1933, as amended,
the Exchange Act, the rules and regulations proataltjthereunder, Applicable Laws, and the requirésnef any stock exchange or
guotation system upon which the Shares may thdisted or quoted, and shall be further subjech®wapproval of counsel for the Company
with respect to such compliance.

(b) Investment Representations. As a conditioméoexercise of an Option, the Company may regb&eerson exercising such Option to
represent and warrant at the time of any such eseetisat the Shares are being purchased only ¥estment and without any present
intention to sell or distribute such Shares iftia opinion of counsel for the Company, such aasgmtation is required.

18. Liability of Company.

(a) Inability to Obtain Authority. The inability ahe Company to obtain authority from any regukatosdy having jurisdiction, which
authority is deemed by the Company's counsel toelsessary to the lawful issuance and sale of aayeShereunder, shall relieve the
Company of any liability in respect of the failumeissue or sell such Shares as to which suchsiéguaiuthority shall not have been obtained.

(b) Option Grants Exceeding Allotted Shares. If @mioned Stock covered by an Option exceeds, #weadate of grant, the number of
Shares which may be issued under the Plan withduitienal stockholder approval, such Option shalMbid with respect to such excess
Optioned Stock, unless stockholder approval ofraaradment sufficiently increasing the number of 8hawubject to the Plan is timely
obtained in accordance with Section 16(b) of ttenPI

19. Reservation of Shares. The Company, duringettme of this Plan, will at all times reserve an@fx&vailable such number of Shares as
shall be sufficient to satisfy the requirementshef Plan.
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EXHIBIT 21.1

LIST OF SUBSIDIARIES

Ju risdiction of
Name | ncorporation
Aspen Semiconductor Corporation . . . ....... e De laware
Cypress Semiconductor (Minnesota) Inc. (CMI) ... De laware
Cypress Semiconductor (Texas) Inc. (CTI) ..... . i De laware
IC Designs, INC. (ICD) . ...........c. Wa shington
Multichip Technology Incorporated (MTI) . ..... De laware
Cypress Bangkok, Inc. (CBI) ............ Th ailand
Cypress Export, InC. . .............0 e Ba rbados
Cypress Semiconductor International, Inc. .. ... L De laware
Cypress Semiconductor SARL . ........... Fr ance
Cypress Semiconductor Gmbh . ........... e Ge rmany
Cypress Semiconductor ltalia S.r.l......... It aly
Cypress Semiconductor K.K. . ........... e Ja pan
Cypress Semiconductor AB . ............ Sc andinavia
Cypress Semiconductor Limited . . ......... e UK
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EXHIBIT 23.1
CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-8 (Ne8887, No. 33-28124, No. 33-34310,
No. 33-41196, No. 33-49756, No. 33-66558 and No. 33-6889Lypress Semiconductor Corporation of our redated January 25, 1994

appearing on page 26 of this Form 10-K. We als@ennto the incorporation by reference of our reporthe Financial Statement Schedules,
which appears on page F-1 of this Form 10-K.

PRICE WATERHOUSE
San Jose, California

March 14, 1994
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