
 

Power Integrations Reports Financial Results for Third Quarter of 2005 

Net Revenues Increased 11 Percent Year-Over-Year; Gross Margin Increased to 49.5 Percent 

Company Announces $25 Million Stock Repurchase Program

SAN JOSE, Calif. - October 19, 2005 - Power Integrations (Nasdaq: POWI), the leader in high-voltage analog integrated 
circuits for power conversion, today announced its financial results for the quarter ended September 30, 2005.  

The company reported record net revenues of $36.5 million, up 4 percent compared to the prior quarter and 11 percent from 
the year-ago quarter. Gross margin was 49.5 percent, up from 48.9 percent in the prior quarter and 47.8 percent in the year-
ago quarter.  

Operating margin for the quarter was 15.0 percent, compared to 16.9 percent in the prior quarter and 17.8 percent in the year-
ago quarter. The decline in operating margin was driven by patent-litigation expenses, which totaled $1.8 million in the third 
quarter, up from $0.8 million in the prior quarter and $0.2 million in the year-ago quarter.  

Net income for the quarter was $5.7 million, or $0.18 per diluted share, compared to $5.0 million or $0.16 per diluted share in 
the prior quarter and $5.7 million or $0.18 per diluted share in the year-ago quarter. Patent-litigation expenses reduced the 
company's net income in the third quarter of 2005 by $0.05 per diluted share.  

The company's effective tax rate for the third quarter was 12 percent, down from 24 percent in the prior quarter reflecting a 
reduction in the expected full-year effective tax rate to 21 percent. The effective tax rate in the year-ago quarter was 8 percent, 
reflecting the favorable conclusion of certain tax contingencies, which resulted in a net-income benefit of $1.1 million, or $0.03 
per diluted share. 

"Net revenues for the third quarter grew at a double-digit rate year-over-year, driven by nearly 20 percent growth in unit 
shipments, representing gains in overall market share," said Balu Balakrishnan, president and CEO of Power Integrations. "Our 
gross margin increased once again despite a very competitive business environment, and aside from the impact of patent-
litigation expenses, we delivered strong growth in operating income and earnings per share. 

"We are very excited about our prospects for 2006," Balakrishnan added. "Design wins and ongoing design activity remain 
strong, including a great deal of activity related to the new energy-efficiency standards for external power supplies. For 
example, we are now making inroads into the cordless phone market, winning three designs in the third quarter as a result of 
the new standards. 

"As the world's energy resources are being stretched ever thinner, efforts to reduce power consumption are gaining 
momentum," continued Balakrishnan. "One after another, U.S. states are adopting regulations similar to those passed last year 

by California, while policymakers around the world are also moving aggressively to rein in demand. With our EcoSmart®

technology, we believe that Power Integrations will continue to be a major enabler of energy conservation." 

Additional Highlights 
" The company announced today that its board of directors has authorized the repurchase of up to $25 million of the 
company's shares. The repurchases are to take place from time to time on the open market. Repurchases may be made under 
Rule 10b5-1 of the Securities Exchange Act of 1934, as amended. The repurchase program may be suspended or 
discontinued at any time. As of September 30, 2005, the company had approximately 29.5 million shares outstanding. 

" Revenue mix by market for the third quarter was: 31 percent consumer, 28 percent communications, 23 percent computer, 11 

percent industrial, and 7 percent other. Product revenue mix for the quarter was 53 percent TinySwitch®-I and TinySwitch-II, 31 

percent TOPSwitch®-FX and TOPSwitch-GX, 10 percent TOPSwitch-I and TOPSwitch-II and 6 percent LinkSwitch® and DPA-

Switch® . 

" Power Integrations received 2 U.S. patents during the quarter, bringing the company's totals to 128 U.S. and 82 foreign 
patents. 

Financial Outlook 



The company anticipates that net revenues in the fourth quarter will increase by 2 to 6 percent compared to the third quarter. 
Gross margin for the fourth quarter is expected to be approximately 50 percent. The company anticipates that operating 
expenses will increase by 1 to 3 percent compared to the third quarter, driven primarily by patent-litigation expenses, which are 
expected to be approximately $2 million. Earnings for the fourth quarter are expected to be between $0.16 and $0.19 per 
diluted share.  

Conference Call Information 
Power Integrations will hold a conference call today at 1:30 pm Pacific time to discuss its quarterly results. Members of the 
investment community may access the call by dialing (877) 407-0784 from within the United States or (201) 689-8560 from 
outside the U.S. A replay of the conference call will be available for one week by dialing (877) 660-6853 from within the U.S. or 
(201) 612-7415 from outside the U.S. Listeners can access the replay by entering account number 3055 and conference ID 
number 171536. The call will also be available live and archived on the investor information page of the Power Integrations 
website, www.powerint.com. 

Note Regarding Forward-looking Statements 
This press release contains forward-looking statements, which reflect management's current forecast of the company's future 
business and financial performance. These forward-looking statements are based on current information that is, by its nature, 
subject to rapid and even abrupt changes. Forward-looking statements are denoted by the use of such words and phrases as 
"will," "believe," "anticipate," "expect," "outlook" and other words and phrases that look toward future events or performance. 
Due to risks and uncertainties associated with the company's business, actual results could differ materially from those 
projected or implied by management's forward-looking statements. These risks and uncertainties include, but are not limited t 
changes and shifts in customer demand away from products that utilize the company's integrated circuits to products that do 
not incorporate the company's products; the company's ability to maintain and establish strategic relationships; the effects of 
competition; the risks inherent in the development and delivery of complex technologies; the company's ability to attract, retain 
and motivate qualified personnel; the emergence of new markets for the company's products and services; the company's 
ability to compete in those markets based on timeliness, cost and market demand; fluctuations in foreign currency exchange 
rates; the outcome and cost of patent litigation; and the company's limited financial resources. In addition, new product 
introductions are subject to the risks and uncertainties that typically accompany development and delivery of complex 
technologies to the marketplace, including product development delays and defects. These and other risk factors are more 
fully explained in the company's most recent annual report on Form 10-K, filed with the Securities and Exchange Commission 
on March 16, 2005, and its quarterly report on Form 10-Q, filed on August 12, 2005. The company is under no obligation (and 
expressly disclaims any obligation) to update or alter its forward-looking statements, whether as a result of new information, 
future events or otherwise. 

About Power Integrations 
Power Integrations, Inc. is the leading supplier of high-voltage analog integrated circuits used in power conversion. The 
company's breakthrough technology enables compact, energy-efficient power supplies in a wide range of electronic products, 
in both AC-DC and DC-DC applications. The company's EcoSmart energy-efficiency technology, which dramatically reduces 
energy waste, has saved consumers and businesses around the world more than an estimated $1.2 billion on their electricity 
bills since its introduction in 1998. For more information, visit the company's Web site at www.powerint.com. For information on 
global energy-efficiency standards and EcoSmart solutions, visit the Power Integrations Green Room at 
www.powerint.com/greenroom. 
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