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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

FOR THE QUARTERLY PERIOD ENDED APRIL 4, 2015

OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
L] OF 1934
FOR THE TRANSITION PERIOD FROM TO
Commission file number 000-18032
LATTICE SEMICONDUCTOR CORPORATION
(Exact name of Registrant as specified in its charter)

State of Delaware 93-0835214

(State. or cher jurisdiction of incorporation or (LR.S. Employer Identification No.)
organization)

111 SW Fifth Ave, Ste 700, Portland, OR 97204

(Address of principal executive offices) (Zip Code)

(503) 268-8000
(Registrant's telephone number, including area code)
Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes [X]
No [ ]
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period as the registrant was required to
submit and post such files). Yes [X] No [ ]
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer,” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer[X] Accelerated filer [ ]

Non-accelerated filer [ ] Smaller reporting company [ ]
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes [ ] No [X]
Number of shares of common stock outstanding as of May 8§, 2015 116,803,349
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Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Any
statements about our expectations, beliefs, plans, objectives, assumptions or future events or performance are not
historical facts and may be forward-looking. We use words or phrases such as “anticipates,” “believes,” “could,” “estimates,”
“expects,” “intends,” “plans,” “predicts,” “projects,” “may,” “will,” “should,” “continue,” “ongoing,” “future,” “potential” and
phrases to identify forward-looking statements. Examples of forward-looking statements include, but are not limited
to, statements about: our expected timing to realize and the amount of synergies we might achieve with the acquisition
of Silicon Image; a significant portion of our revenue being through our sell-through distributors; the impact of our
global tax structure and expectations regarding taxes and tax adjustments; the impact of new accounting
pronouncements; anticipated amounts used in acquisition valuation and purchase accounting; our ability to maintain
or develop successful foundry relationships to produce new products; the anticipation that we will become
increasingly dependent on revenue from newer products; the adequacy of assembly and test capacity commitments;
our expectations regarding protection of and defenses to claims against our intellectual property; the finalization and
settlement of litigation; our making significant future investments in research and development; our beliefs concerning
the adequacy of our liquidity and facilities, and our ability to meet our operating and capital requirements and
obligations; the possibility that we may revise our preliminary purchase price allocation related to our acquisition of
Silicon Image, Inc.; our expectation that we will continue to transition to increasingly smaller geometry process
technologies; our continued participation in consortia that develop and promote the HDMI, MHL and WirelessHD
specifications, and our participation in other standard setting initiatives; the anticipated narrowing of our agent
functions regarding the HDMI consortium and related reduction in adopter fees; and any other changes in the
agreements relating to various intellectual property or standards consortia and their sharing of past or present fees or
royalties.

99 ¢ LN 29 ¢ 9 ¢

Forward-looking statements involve estimates, assumptions, risks and uncertainties that could cause actual results to
differ materially from those expressed in the forward-looking statements. The key factors that could cause our actual
results to differ materially from the forward-looking statements include global economic conditions and uncertainty,
unexpected charges, delays or results relating to our restructuring plans, unanticipated taxation requirements, or
positions of the U.S. Internal Revenue Service, unexpected impacts of recent accounting guidance. In addition, actual
results are subject to other risks and uncertainties that relate more broadly to our and Silicon Image’s overall business,
including those more fully described herein and that are otherwise described from time to time in our filings with the
Securities and Exchange Commission, including, but not limited to, the items discussed in “Risk Factors” in Item 1A of
Part II of this Report.

You should not unduly rely on forward-looking statements because our actual results could differ materially from
those expressed in any forward-looking statements made by us. In addition, any forward-looking statement applies
only as of the date on which it is made. We do not plan to, and undertake no obligation to, update any forward-looking
statements to reflect events or circumstances that occur after the date on which such statements are made or to reflect
the occurrence of unanticipated events.

3
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

LATTICE SEMICONDUCTOR CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)
(unaudited)

Revenue

Product

Licensing and services

Total Revenue

Costs and expenses:

Cost of product revenue

Cost of licensing and services revenue
Research and development

Selling, general and administrative
Acquisition related charges
Restructuring charges

Amortization of acquired intangible assets

(Loss) income from operations

Interest expense

Other (expense) income, net

(Loss) income before income taxes

Income tax expense

Net (loss) income

Less: Net loss attributable to noncontrolling interest
Net (loss) income attributable to common stockholders

Net (loss) income per share:
Basic
Diluted

Shares used in per share calculations:
Basic
Diluted

See Accompanying Notes to Unaudited Consolidated Financial Statements.

Three Months Ended
April 4, March 29,
2015 2014
$85,715 $96,637
2,882 —
88,597 96,637
40,672 42,499
93 —
27,642 21,239
21,088 18,749
18,198 —
4,894 11
2,942 737
115,529 83,235
(26,932 ) 13,402
(1,611 ) (48
(154 ) 357
(28,697 ) 13,711
24,665 1,727
(53,362 ) 11,984
15 —
$(53,347 ) $11,984
$(0.46 ) $0.10
$(0.46 ) $0.10
116,863 116,436
116,863 118,917
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LATTICE SEMICONDUCTOR CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME
(In thousands, except per share data)

(unaudited)

Three Months Ended

April 4, 2015 March 29, 2014
Net (loss) income $(53.362 ) $11.984

Other comprehensive (loss) income:
Unrealized loss related to marketable securities, net (20 ) (51
Less: reclassification adjustment for losses (gains) included in other

. 288 ©
(expense) income, net
Translation adjustment (6 ) (176
Defined benefit pension net actuarial losses (157 ) —
Comprehensive (loss) income $(53,257 ) $11,748
Less: Comprehensive loss attributable to noncontrolling interest 15 o
Comprehensive (loss) income attributable to common stockholders $(53,242 ) $11,748

See Accompanying Notes to Unaudited Consolidated Financial Statements.
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LATTICE SEMICONDUCTOR CORPORATION
CONSOLIDATED BALANCE SHEETS

(In thousands, except share and par value data)
(unaudited)

Assets

Current assets:

Cash and cash equivalents

Short-term marketable securities

Accounts receivable, net of allowance for doubtful accounts
Inventories

Prepaid expenses and other current assets

Total current assets

Property and equipment, less accumulated depreciation of $156,927 at April 4,
2015 and $154,078 at January 3, 2015

Intangible assets, net of amortization

Goodwill

Deferred income taxes

Other long-term assets

Total assets

Liabilities, Noncontrolling Interests and Stockholders' Equity

Current liabilities:

Accounts payable and accrued expenses (includes restructuring)

Accrued payroll obligations

Current portion of long-term debt

Deferred income and allowances on sales to sell-through distributors
Deferred license revenue

Total current liabilities

Long-term debt

Other long-term liabilities

Total liabilities

Commitments and contingencies

Redeemable noncontrolling interest

Stockholders' equity:

Preferred stock, $.01 par value, 10,000,000 shares authorized, none issued and
outstanding

Common stock, $.01 par value, 300,000,000 shares authorized; 116,886,000
shares issued and 116,675,000 shares outstanding as of April 4, 2015 and
117,288,000 shares issued and outstanding as of January 3, 2015

Additional paid-in capital

Treasury stock, at cost

Accumulated deficit

Accumulated other comprehensive loss

Total stockholders' equity

Total liabilities, redeemable noncontrolling interests and stockholders' equity
See Accompanying Notes to Unaudited Consolidated Financial Statements.

April 4,
2015

$119,642
40,127
80,777
80,555
23,334
344,435

50,512

198,613
268,698
3,501
12,058
$877,817

$78,309
18,895
122
19,586
344
117,256
338,378
26,024
481,658

7,207

1,169

637,906
(1,384
(246,960
(1,779
388,952
$877,817

January 3,
2015

$115,611
139,233
62,372
64,925
16,281
398,422

27,796

9,537
44,808
20,105
9,862
$510,530

$32,171
13,629

14,946

60,746

8,809
69,555

1,173

635,299
(193,613
(1,884
440,975
$510,530
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LATTICE SEMICONDUCTOR CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

(unaudited)

Cash flows from operating activities:

Net (loss) income

Adjustments to reconcile net (loss) income to net cash (used in) provided by
operating activities:

Depreciation and amortization

Amortization of debt issuance costs and discount

Change in deferred income tax provision

Loss (gain) on sale of marketable securities

Stock-based compensation expense

Changes in assets and liabilities:

Accounts receivable, net

Inventories

Prepaid expenses and other current assets

Accounts payable and accrued expenses (includes restructuring)
Accrued payroll obligations

Deferred income and allowances on sales to sell-through distributors
Deferred license revenue

Net cash (used in) provided by operating activities

Cash flows from investing activities:

Proceeds from sales or maturities of short-term marketable securities
Purchases of marketable securities

Cash paid for business acquisition, net of cash acquired

Capital expenditures, net

Cash paid for a non-marketable cost-method investment

Other investing activities, primarily time-based software licenses
Net cash used in investing activities

Cash flows from financing activities:

Net share settlement upon issuance of restricted stock units
Purchases of treasury stock

Net proceeds from issuance of common stock

Net proceeds from issuance of long-term debt

Cash paid for debt issuance costs

Net cash provided by financing activities

Effect of exchange rate change on cash

Net increase (decrease) in cash and cash equivalents

Beginning cash and cash equivalents

Ending cash and cash equivalents

Supplemental cash flow information:

Change in unrealized gain (loss) related to marketable securities, net, included in
Accumulated other comprehensive (loss) income

Income taxes paid, net of refunds

Three Months Ended

April 4, March 29,
2015 2014
$(53,362 ) $11,984
7,904 5,860
284 —
23,791 1,275
288 9

5,621 3,090
12,294 (16,589
5,210 (11,958
(62 ) (997
(2,707 ) 5,356
(3,007 ) (4,597
3,770 9,485
(39 ) —

(15 ) 2,900
108,881 13,150
(4,005 ) (19,050
(425,890 ) —
(2,878 ) (2,395
(1,500 ) —
(1,523 ) (798
(326,915 ) (9,093
(1,126 ) (1,549
(6,993 ) —

866 5,774
346,500 —
(8,280 ) —
330,967 4,225

(6 ) (176
4,031 (2,144
115,611 114,310
$119,642 $112,166
$268 $(60
$1,063 $380
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Accrued purchases of plant and equipment $(433
See Accompanying Notes to Unaudited Consolidated Financial Statements.
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LATTICE SEMICONDUCTOR CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1 - Basis of Presentation and Significant Accounting Policies:

The accompanying Consolidated Financial Statements are unaudited and have been prepared by Lattice
Semiconductor Corporation (‘“Lattice,” the “Company,” “we,” “us,” or “our”) pursuant to the rules and regulations of the
Securities and Exchange Commission (“SEC”) and in our opinion include all adjustments, consisting of normal
recurring adjustments, necessary for the fair statement of results for the interim periods. Certain information and
footnote disclosures normally included in financial statements prepared in accordance with U.S. generally accepted
accounting principles ("U.S. GAAP") have been condensed or omitted pursuant to such rules and regulations. These
Consolidated Financial Statements should be read in conjunction with our audited financial statements and notes
thereto included in our Annual Report on Form 10-K for the fiscal year ended January 3, 2015.

We report based on a 52 or 53-week fiscal year ending on the Saturday closest to December 31. Our first quarter of
fiscal 2015 and first quarter of fiscal 2014 ended on April 4, 2015 and March 29, 2014, respectively. All references to
quarterly, three months ended financial results are references to the results for the relevant 13-week fiscal period.

Principles of Consolidation

The accompanying Consolidated Financial Statements include the accounts of Lattice and its subsidiaries after the
elimination of all intercompany balances and transactions.

Cash Equivalents and Marketable Securities

We consider all investments that are readily convertible into cash and have original maturities of three months or less
to be cash equivalents. Cash equivalents consist primarily of highly liquid investments in time deposits or money
market accounts and are carried at cost. We account for marketable securities as available-for-sale investments, as
defined by U.S. GAAP, and record unrealized gains or losses to Accumulated other comprehensive loss on our
Consolidated Balance Sheets, unless losses are considered other than temporary, in which case, those are recorded
directly to the Consolidated Statements of Operations and Statements of Comprehensive (Loss) Income.

Fair Value of Financial Instruments

We invest in various financial instruments including corporate and government bonds, notes and commercial paper. In
the past we have also invested in auction rate securities. We valued these instruments at their fair value and monitored
the portfolio for impairment on a periodic basis. In the event that the carrying value of an investment exceeds its fair
value and the decline in value is determined to be other than temporary, we record an impairment charge and
establishes a new carrying value. We assess other than temporary impairment of marketable securities in accordance
with Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 820, “Fair Value
Measurements.” The framework under the provisions of ASC 820 establishes three levels of inputs that may be used to
measure fair value. Each level of input has different levels of subjectivity and difficulty involved in determining fair
value.

Foreign Exchange and Translation of Foreign Currencies
We have international subsidiary and branch operations. In addition, a portion of our silicon wafer and other purchases
are denominated in Japanese yen, we bill certain Japanese customers in yen and collect a Japanese consumption tax

refund in yen. Gains or losses from foreign exchange rate fluctuations on balances denominated in foreign currencies
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are reflected in Other (expense) income, net. Realized and unrealized gains or losses on foreign currency transactions
were not significant for the periods presented. We translate accounts denominated in foreign currencies in accordance
with ASC 830, “Foreign Currency Matters,” using the current rate method under which asset and liability accounts are
translated at the current rate, while stockholders' equity accounts are translated at the appropriate historical rates, and
revenue and expense accounts are translated at average monthly exchange rates. Translation adjustments related to the
consolidation of foreign subsidiary financial statements are reflected in Accumulated other comprehensive loss in
Stockholders' equity.

8
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Derivative Financial Instruments

We mitigate foreign currency exchange rate risk by entering into foreign currency forward exchange contracts. At
April 4, 2015 and January 3, 2015, we had open foreign exchange contracts of $5.6 million and $4.2 million,
respectively. Two contracts outstanding at April 4, 2015 which settled in April 2015; six contracts will settle in June
2015 and two will settle in June 2016. Although these hedges mitigate our foreign currency exchange rate exposure
from an economic perspective, they were not designated as "effective" hedges under GAAP and as such are adjusted
to fair value through Other (expense) income, net, with an impact of less than $0.5 million for the periods reported in
the Consolidated Statements of Operations. We do not hold or issue derivative financial instruments for trading or
speculative purposes.

Concentration Risk

Potential exposure to concentration risk consists primarily of revenue, cash and cash equivalents, marketable
securities, trade receivables and supply of wafers for our new products.

Our top five end customers constituted approximately 35% of our revenue for the first quarter of fiscal 2015,
compared to approximately 51% for the first quarter of fiscal 2014.

Our two largest end customers accounted for approximately 10% each of total revenue in the first quarter of fiscal
2015 and 23% and 14% of total revenue in the first quarter of fiscal 2014. No other customers accounted for more
than 10% in either quarter.

Concentration of credit risk with respect to trade receivables is mitigated by our credit and collection process
including active management of collections, credit limits, routine credit evaluations for essentially all customers and
secure transactions with letters of credit or advance payments where appropriate. Accounts receivable do not bear
interest and are shown net of allowances for doubtful accounts of $0.9 million and $0.9 million at April 4, 2015 and
January 3, 2015, respectively. We regularly review our allowance for doubtful accounts and the aging of our accounts
receivable. Write-offs for uncollected trade receivables have not been significant to date.

We place our investments primarily through two financial institutions and mitigate the concentration of credit risk by
limiting the maximum portion of the investment portfolio which may be invested in any one instrument. Our
investment policy defines approved credit ratings for investment securities. Investments on-hand in marketable
securities consisted primarily of money market instruments, “AA” or better corporate notes and bonds and commercial
paper, and U.S. government agency obligations. See Note 5 for a discussion of the liquidity attributes of our
marketable securities.

We rely on a limited number of foundries for our wafer purchases including Fujitsu Limited, Seiko Epson
Corporation, Taiwan Semiconductor Manufacturing Company, Ltd, and United Microelectronics Corporation.

Revenue Recognition and Deferred Income

We sell our products directly to end customers, through a network of independent manufacturers' representatives, and
indirectly through a network of independent sell-in and sell-through distributors. Distributors provide periodic data
regarding the product, price, quantity, and end customer when products are resold, as well as the quantities of our

products they still have in stock.

Revenue from sales to original equipment manufacturers ("OEMs") and sell-in distributors is generally recognized
upon shipment. Reserves for sell-in stock rotations, where applicable, are estimated based primarily on historical

13
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experience and provided for at the time of shipment. Revenue from sales by our sell-through distributors is recognized
at the time of reported resale. Under both types of revenue recognition, persuasive evidence of an arrangement exists,
the price is fixed or determinable, title has transferred, collection of resulting receivables is reasonably assured, and
there are no remaining customer acceptance requirements and no remaining significant performance obligations.

Orders from our sell-through distributors are initially recorded at published list prices; however, for a majority of our
sales, the final selling price is determined at the time of resale and in accordance with a distributor price agreement. In
certain circumstances, we allow sell-through distributors to return unsold products. At times, we protect our
sell-through distributors against reductions in published list prices. For these reasons, we do not recognize revenue
until products are resold by sell-through distributors to an end customer.

For sell-through distributors, at the time of shipment to distributors, we (a) record Accounts receivable at published
list price since there is a legally enforceable obligation from the distributor to pay us currently for product delivered,
(b) relieve inventory for the carrying value of goods shipped since legal title has passed to the distributor, and (c)
record deferred revenue and deferred cost of sales in Deferred income and allowances on sales to sell-through
distributors in the liability section of our Consolidated Balance Sheets. The final price is set at the time of resale and is
determined in accordance with a distributor price agreement. Revenue and cost of sales to sell-through distributors are
deferred until either the product is resold by the distributor or, in certain cases, return privileges terminate, at which
time Revenue and Cost of products sold are reflected in Net (loss) income, and Accounts receivable, net are adjusted
to reflect the final selling price.

9
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The components of Deferred income and allowances on sales to sell-through distributors are presented in the
following table:

April 4, January 3,
(In thousands) 2015 2015
Ipventory valued at published list price and held by sell-through distributors with $56.489 $50.854
right of return
Allowance for distributor advances (30,440 ) (29,490 )
Deferred cost of sales related to inventory held by sell-through distributors (6,463 ) (6,418 )
Total Deferred income and allowances on sales to sell-through distributors $19,586 $14,946

A significant portion of our revenue in the first quarter of fiscal 2015 was from sell-through distributors. Resale of
products by sell-through distributors as a percentage of total revenue was 48% for the three months ended April 4,
2015, and 39% for the three months ended March 29, 2014.

We must use estimates and apply judgment to reconcile sell-through distributors' reported inventories to their
activities. Errors in our estimates or judgments could result in inaccurate reporting of our Revenue, Cost of products
sold, Deferred income and allowances on sales to sell-through distributors, and Net (loss) income.

Licensing and Services Revenue

Our licensing and services revenue is comprised of revenue from our intellectual property ("IP") core licensing
activity, patent monetization activities, device management system and remote support services and royalty and
adopter fee revenue from our standards activities. These activities are complementary to our product sales and help us
monetize our intellectual property and accelerate market adoption curves associated with our technology and
standards.

We enter into IP licensing agreements that generally provide licensees the right to incorporate the Company’s IP
components in their products pursuant to terms and conditions that vary by licensee. Revenue earned under these
agreements is classified as licensing revenue. Our IP licensing agreements generally include multiple elements, which
may include one or more off-the-shelf or customized IP licenses bundled with support services covering a fixed period
of time, generally one year. If the different elements of a multiple-element arrangement qualify as separate units of
accounting, we allocate the total arrangement consideration to each element based on relative selling price.

Amounts allocated to off-the-shelf IP licenses are recognized at the time of sale provided the other conditions for
revenue recognition have been met. Amounts allocated to the support services are deferred and recognized on a
straight-line basis over the support period, generally one year. Certain licensing agreements provide for royalty
payments based on agreed upon royalty rates, which may be fixed or variable depending on the terms of the
agreement. The amount of revenue we recognize is based on a specified time period or on the agreed-upon royalty rate
multiplied by the number of units shipped by the customer.

From time to time, we enter into IP licensing agreements that involve significant modification, customization or
engineering services. Revenues derived from these contracts are accounted for using the percentage-of-completion
method or completed contract method. The completed contract method is used for contracts where there is a risk of
final acceptance by the customer or for short-term contracts. HDMI royalty revenue is determined by a contractual
allocation formula agreed to by the members ("Founders") of the HDMI consortium. Evidence of an arrangement, as
to HDMI royalty revenue, is deemed complete when all of the Founders agree on the royalty sharing formula.

Use of Estimates

15
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The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts and classification of assets, such as marketable securities, accounts
receivable, inventory, goodwill (including the assessment of reporting unit), intangible assets, current and deferred
income taxes, accrued liabilities (including restructuring charges and bonus arrangements), deferred income and
allowances on sales to sell-through distributors, disclosure of contingent assets and liabilities at the date of the
financial statements, anticipated amounts used in acquisition valuations and purchase accounting, and the reported
amounts of revenue and expenses during the fiscal periods presented. Actual results could differ from those estimates.

10
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Note 2 - New Accounting Pronouncements:

In April 2014, the FASB issued Accounting Standards Update ("ASU") No. 2014-08, Presentation of Financial
Statements (Topic 205) and Property, Plant, and Equipment (Topic 360): Reporting Discontinued Operations and
Disclosures of Disposals of Components of an Entity, which changes the criteria for reporting discontinued operations
to only those disposals which represent a strategic shift in operations. In addition, the new guidance requires expanded
disclosures about discontinued operations, including pre-tax income attributable to a disposal of a significant part of
an organization that does not qualify for discontinued operations reporting. The new standard became effective for us
on January 4, 2015 and did not have a material impact on our consolidated financial statements.

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers, which requires an entity
to recognize the amount of revenue to which it expects to be entitled for the transfer of promised goods or services to
customers. The ASU will replace most existing revenue recognition guidance under U.S. GAAP when it becomes
effective. The new standard will become effective for us on January 1, 2017. Early adoption is not permitted. The
standard permits the use of either the retrospective or cumulative effect transition method. We are currently evaluating
the impact of ASU 2014-09 on our consolidated financial statements and related disclosures and have not yet selected
a transition method. In April 2015, the FASB proposed a one year deferral of the effective date with early adoption
permitted for annual reporting periods beginning after December 15, 2016, and interim periods within that year.

In February 2015, the FASB issued ASU No. 2015-02, Consolidation (Topic 810): Amendments to the Consolidation
Analysis, which focuses on the consolidation evaluation for reporting organizations and requires the evaluation of
whether or not certain legal entities should be consolidated. All legal entities are subject to reevaluation under the
revised consolidation model. The new standard will become effective for us on January 3, 2016. Early adoption is
permitted, including adoption in an interim period. We do not expect the adoption of this accounting standard update
to impact our consolidated financial statements.

In April 2015, the FASB issued ASU No. 2015-03, "Simplifying the Presentation of Debt Issuance Cost". The ASU
requires debt issuance costs associated with a recognized debt liability to be presented on the balance sheet as a direct
deduction from the carrying amount of the corresponding debt liability. This new guidance is effective for interim and
annual reporting periods beginning after December 15, 2015, with early adoption permitted. An entity should apply
the new guidance on a retrospective basis. We adopted this ASU effective with this filing for the first quarter of fiscal
year 2015.

Note 3 - Net (Loss) Income per Share:

We compute basic net (loss) income per share by dividing net (loss) income available to common stockholders by the
weighted average number of common shares outstanding during the period. To determine diluted share count, we
apply the treasury stock method to determine the dilutive effect of outstanding stock option shares, restricted stock
units ("RSUs"), Employee Stock Purchase Plan ("ESPP") shares and treasury stock. Our application of the treasury
stock method includes, as assumed proceeds, the average unamortized stock-based compensation expense for the
period and the impact of the pro forma deferred tax benefit or cost associated with stock-based compensation expense.
When we are in a net loss position, the treasury stock method is not used.

A reconciliation of basic and diluted Net (loss) income per share is presented below:

Three Months Ended
(in thousands, except per share data) April 4, 2015 March 29, 2014
Basic and diluted Net (loss) income $(53,347 ) $11,984
Shares used in basic Net (loss) income per share 116,863 116,436
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Dilutive effect of stock options, RSUs and ESPP shares — 2,481
Shares used in diluted Net (loss) income per share 116,863 118,917
Basic Net (loss) income per share $(0.46 ) $0.10
Diluted Net (loss) income per share $(0.46 ) $0.10

The computation of diluted Net (loss) income per share for the three months ended April 4, 2015 excludes the effects
of stock options, RSUs, and ESPP shares, aggregating approximately 11.5 million which are antidilutive. The
computation of diluted Net income per share for the three months ended March 29, 2014 includes the effects of stock
options, RSUs, and ESPP shares, aggregating approximately 2.5 million, which are dilutive, and excludes the effects
of stock options, RSUs and ESPP shares aggregating approximately 5.3 million, which are antidilutive. Stock options,
RSUs and ESPP shares are considered antidilutive when the aggregate of exercise price, unrecognized stock-based
compensation expense and excess tax benefit are greater than the average market price for our common stock during
the period or when the Company is in a net loss position, as the effects

11
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would reduce the loss per share. Stock options, RSUs and ESPP shares that are antidilutive at April 4, 2015 could
become dilutive in the future.

Note 4 - Marketable Securities:

Our short-term marketable securities have contractual maturities of up to two years. The following table summarizes
the remaining maturities of our marketable securities at fair value:

April 4, January 3,
(In thousands) 2015 2015
Short-term marketable securities:
Maturing within one year $17,635 $60,965
Maturing between one and two years 22,492 78,268
Total marketable securities $40,127 $139,233

The following table summarizes the composition of our marketable securities at fair value:

April 4, January 3,

(In thousands) 2015 2015
Short-term marketable securities:
Corporate and government bonds and notes and commercial paper $34,498 $139,233
Certificates of deposit 5,629 —
Total marketable securities $40,127 $139,233
Note 5 - Fair Value of Financial Instruments:

Fair value measurements as of Fair value measurements as of

April 4, 2015 January 3, 2015
(In thousands) Total Level 1 Level2 Level3 Total Level 1 Level 2 Level 3
shorttermmarketable g4 197 §34498  $5620 $—  $139233 $139233 $—  $—
securities
Foreign currency forward 339 . 339 o 414 . 414 o
exchange contracts, net
Total fair value of financial g 466 §34498  $5068 $—  $139.647 $139233 $414  §—

instruments

We invest in various financial instruments including corporate and government bonds and notes, and commercial
paper. In the past we have also invested in auction rate securities. In addition, we enter into foreign currency forward
exchange contracts to mitigate our foreign currency exchange rate exposure. We carry these instruments at their fair
value in accordance with ASC 820. The framework under the provisions of ASC 820 establishes three levels of inputs
that may be used to measure fair value. Each level of input has different levels of subjectivity and difficulty involved
in determining fair value.

Level 1 instruments generally represent quoted prices for identical assets or liabilities in active markets. Therefore,
determining fair value for Level 1 instruments generally does not require significant management judgment, and the
estimation is not difficult. Our Level 1 instruments consist of federal agency, corporate notes and bonds, and
commercial paper that are traded in active markets and are classified as Short-term marketable securities on our
Consolidated Balance Sheets.

Level 2 instruments include inputs other than Level 1 that are observable, either directly or indirectly, such as quoted
prices for similar assets or liabilities; quoted prices for identical instruments in markets that are not active; or other
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inputs that are observable or can be corroborated by observable market data for substantially the full term of the assets
or liabilities. Our Level 2 instruments consist of certificates of deposit and foreign currency exchange contracts,
entered into to hedge against fluctuation in the Japanese yen.

Level 3 instruments include unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities. Our auction rate securities were classified as Level 3
instruments. Management used a combination of the market and income approach to derive the fair value of auction
rate securities, which included third party valuation results, investment broker provided market information and
available information on the credit quality of the underlying collateral. As a result, the determination of fair value for
Level 3 instruments requires significant management judgment and subjectivity.

12
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There were no transfers between any of the levels during the first three months of fiscal 2015 or 2014.

During the three months ended April 4, 2015 and March 29, 2014, the following changes occurred in our Level 3
instruments:

Three Months Ended

April 4, March 29,
(In thousands) 2015 2014
Beginning fair value of Long-term marketable securities $— $5,241
Fair value of securities sold or redeemed — —
Ending fair value of Long-term marketable securities $— $5,241

In the second quarter of fiscal 2014, we sold our remaining auction rate securities, with a par value of $5.7 million and
an estimated fair value of $5.2 million.

In accordance with ASC 320, “Investments-Debt and Equity Securities,” we recorded an unrealized loss of $0.1 million
during each the three months ended April 4, 2015 and March 29, 2014 on certain Short-term marketable securities
(Level 1 instruments), which have been recorded in Accumulated other comprehensive loss. Future fluctuations in fair
value related to these instruments that we deem to be temporary, including any recoveries of previous write-downs,
would be recorded to Accumulated other comprehensive loss. If we were to determine in the future that any further
decline in fair value is other-than-temporary, we would record an impairment charge, which could have a materially
adverse effect on our operating results. If we were to liquidate our position in these securities, it is likely that the
amount of any future realized gain or loss would be different from the unrealized gain or loss reported in Accumulated
other comprehensive loss.

Note 6 - Inventories:

(In thousands) ?5 lr ;1 4 January 3, 2015
Work in progress $58,236 $49,554
Finished goods 22,319 15,371

Total inventories $80,555 $64,925

Note 7 - Business Combinations and Goodwill:

On March 10, 2015, we acquired 100% of the outstanding equity of Silicon Image, Inc. ("Silicon Image"), a provider
of video, audio and data connectivity solutions for the mobile, consumer electronics, and personal computer markets.

The preliminary fair value of the purchase price consideration consisted of the following:

(In thousands) Estimated Fair Value
Cash paid to Silicon Image stockholders $575,955

Cash paid for options and restricted stock units 2,205

Accrual for options and restricted stock units 5,178

Fair value of partially vested assumed equity awards 5,139

Total purchase consideration $588,477

There is no contingent consideration included in the determination of the purchase consideration.
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We have preliminarily allocated the purchase price consideration to the tangible and identified intangible assets
acquired and liabilities assumed on the basis of their respective estimated fair values on the acquisition date. Our
preliminary allocation of the total purchase price is as follows:

(In thousands) Estimated Fair Value
Assets acquired:
Cash, cash equivalents and short-term investments $157,923
Accounts receivable 30,677
Inventory 20,839
Other current assets 7,183
Property, plant and equipment 23,429
Other non-current assets 1,573
Intangible assets 192,079
Goodwill 223,890
Total assets acquired 657,593
Liabilities assumed
Accounts payable and other accrued liabilities 46,350
Other current liabilities 1,252
Long-term liabilities 14,342
Redeemable noncontrolling interest 7,172
Total liabilities assumed 69,116
Fair value of net assets acquired $588,477

The following table presents details of the identified intangible assets acquired through the acquisition of Silicon
Image:
Asset Life in

(In thousands) Fair Value
Years
Developed technology 3-5 $125,000
Customer relationships 4-7 29,458
Licensed technology 3-5 1,852
Patents 5 769
Total identified finite-lived intangible assets 157,079
In-process research and development indefinite 35,000
Total identified intangible assets $192,079

We do not believe there is any significant residual value associated with these intangible assets. We are amortizing the
intangible assets using the straight-line method over their estimated useful lives. The estimation of the fair values of
the intangible assets required the use of valuation techniques and entailed consideration of all the relevant factors that
might affect the fair value such as present value factors, and estimates of future revenues and costs.

The Company is currently completing its evaluation of information and assumptions used in the recognition and
determination of the purchase price allocation. This includes reviewing information, inputs, assumptions, and
valuation methodologies used to estimate consideration, liabilities, taxes, intangible assets, deferred revenue,
inventory, and fixed assets. The purchase price allocation is based on the preliminary valuation and is our best
estimate as of the filing date of this 10-Q. The purchase price allocation will be subject to revision as more detailed
analysis is performed and completed.

Silicon Image’s results of operations and the estimated fair value of the assets acquired and liabilities assumed are

included in Lattice's unaudited consolidated financial statements effective March 11, 2015. Silicon Image's revenue
and net loss for the period from March 11, 2015 through April 4, 2015 were approximately $12 million and $14.8
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million, respectively. Acquisition related charges, which were expensed as incurred, were approximately $8 million.
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Goodwill

Goodwill represents the excess of the purchase price over the fair value of the underlying net tangible and intangible
assets. The goodwill recognized in the acquisition of Silicon Image was derived from expected benefits from cost
synergies and knowledgeable and experienced workforce who joined the Company after the acquisition. Goodwill will
not be amortized, but will instead be tested for impairment annually or more frequently if certain indicators of
impairment are present. Goodwill impairment is not expected to be tax deductible for income tax purposes. No
impairment charges relating to goodwill or intangible assets were recorded for the first three months of 2015 or 2014
as no indicators of impairment were present. The goodwill balance of $268.7 million at April 4, 2015 is comprised of
$44.8 million from prior acquisitions combined with the $223.9 million from the acquisition of Silicon Image.

Unaudited Pro Forma Financial Information

The unaudited pro forma financial information in the table below summarizes the combined results of operations for
the Company and Silicon Image as if the merger occurred on December 29, 2013, the first day of our 2014 fiscal year.
The pro forma financial information for the periods presented includes adjustments to amortization and depreciation
for intangible assets and property, plant and equipment acquired, adjustments to share-based compensation expense,
and interest expense for the additional indebtedness incurred as part of the acquisition. The total of nonrecurring pro
forma adjustments directly attributable to the business combination included in the reported pro forma revenue and
earnings for the three months ended March 29, 2014 and excluded in the reported pro forma revenue and earnings for
the three months ended April 4, 2015 was $26.3 million related to acquisition-related charges. The pro forma financial
information as presented below is for informational purposes only, is based on certain assumptions and estimates, and
is not indicative of the results of operations that would have been achieved if the acquisition had taken place at the
beginning of the first period presented.

The unaudited pro forma financial information for the three months ended April 4, 2015 combined the historical
results of the Company for the three months ended April 4, 2015, the historical results of Silicon Image for the three
months ended April 4, 2015, and the effects of the pro forma adjustments described above.

The unaudited pro forma financial information for the three months ended March 29, 2014 combined the historical
results of the Company for the three months ended March 29, 2014, the historical results of Silicon Image for the three
months ended March 29, 2014, and the effects of the pro forma adjustments described above.

Three Months Ended
(Dollars in thousands, except per share amounts) April 4, 2015 March 29, 2014
Total revenues $133,498 $158,198
Net loss attributable to common stockholders $(48,288 ) $(28,241 )
Basic net loss per share $(0.41 ) $(0.24 )
Diluted net loss per share $(0.41 ) $(0.24 )

The pro forma adjustments did not have any impact on the pro forma combined provision for income taxes for the
three months ended April 4, 2015 and March 29, 2014 due to net loss positions and valuation allowances on deferred
income tax assets in those periods.

15
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Note 8 - Intangible Assets:

In connection with our acquisitions of Silicon Image in March 2015 and SiliconBlue in December 2011 we recorded
identifiable intangible assets related to developed technology, customer relationships, licensed technology, patents and
in-process research and development based on guidance for determining fair value under the provisions of ASC 820.
The following table summarizes the details of our total purchased intangible assets:

Weighted Average Intangible assets,
.. Accumulated ..
(In thousands) Amortization Gross Amortization net of amortization
Period (in years) April 4, 2015
Developed technology 4.7 $135,700 $(6,873 ) $128,827
Customer relationships 5.5 37,258 (5,032 ) 32,226
Licensed technology 2.5 1,852 (50 ) 1,802
Patents 5 769 (11 ) 758
ass;l“t(;tal identified finite-lived intangible 175,579 (11,966 ) 163,613
In-process research and development indefinite 35,000 — 35,000
Total identified intangible assets $210,579  $(11,966 ) $198,613
We recorded amortization expense on the Consolidated Statements of Operations as follows:
Three Months Ended
(In thousands) April 4, 2015 March 29, 2014
Research and development $61 $—
Amortization of acquired intangible assets 2,942 737
$3,003 $737

The annual expected amortization expense of acquired intangible assets with finite lives is as follows:

(In thousands) Amount
2015 (remaining 9 months) $27,491
2016 36,452
2017 35,635
2018 29,752
Thereafter 34,283
Total $163,613
16
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Note 9 - Changes in Stockholders' Equity and Accumulated Other Comprehensive Loss:

.. Accumulated
Additional
Common e Treasury Accumulated other
(In thousands) Paid-in .. . Total
stock . stock deficit comprehensive
capital loss
Balances, January 3, 2015 $1,173 $635299 $— $(193,613 ) $(1,884 ) $440,975
Net loss attributable to common
stockholders for the three months — — — (53,347 ) — (53,347 )
ended April 4, 2015
Unrealized loss related to
marketable securities, net T o o o (20 ) (20 )
Recognized loss on redemption of
marketable securities, previously — — — — 288 288
unrealized
Translation adjustments — — — — (6 ) (6 )
Common stock issued in
connection with the exercise of
stock options, ESPP and vested (264 ) — o o (260 )
RSUs, net of tax
Stock repurchase — — (6,993 ) — — (6,993 )
Retirement of treasury stock (8 ) (5,601 ) 5,609 — — —
Stock-based compensation expense
related to stock options, ESPP and — 3,384 — — — 3,384
RSUs
Fair value of stock options and
RSUs assumed in business — 5,139 — — — 5,139
acquisition
Defined benefit pension net
actuarial losses — — — — (157 ) (157 )
Other — (51 ) — — — (51 )
Balances, April 4, 2015 $1,169 $637,906  $(1,384 ) $(246,960 ) $(1,779 ) $388,952

On March 3, 2014, our Board of Directors approved a stock repurchase program pursuant to which up to $20.0 million
of outstanding common stock may be repurchased from time to time. The duration of the repurchase program was
twelve months. During fiscal 2014, approximately 1.9 million shares were repurchased for $13.1 million. The 2014
program was completed during the three months ended April 4, 2015, during which approximately 1.1 million shares
were repurchased for $7.0 million.

Note 10 - Income Taxes:

For the three months ended April 4, 2015 and March 29, 2014, we recorded an income tax provision of approximately
$24.7 million and $1.7 million, respectively. The income tax provision for the three months ended April 4, 2015
represents tax at the federal, state and foreign statutory tax rates adjusted for withholding taxes, changes in uncertain
tax positions, changes in the U.S. valuation allowance, as well as other non-deductible items in the United States and
foreign jurisdictions. The difference between the U.S. federal statutory tax rate of 35% and our effective tax rate is
primarily due to a valuation allowance increase in the United States and income earned in lower tax rate jurisdictions,
for which no U.S. income tax has been provided, because we intend to permanently reinvest these earnings outside of
the United States.
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During the first quarter of 2015, we concluded that it was not more-likely-than-not that we would be able to realize the
benefit of our remaining U.S. deferred tax assets, resulting in an increase to the valuation allowance and an increase to
the tax provision of $21.0 million. We based this conclusion on changes to our expected operations in the United
States as a result of the acquisition of Silicon Image. We exercised significant judgment and considered estimates
about our ability to generate revenue and gross profits sufficient enough to offset expenditures in future periods within
the United States.

We are subject to federal income tax as well as income tax of multiple state and foreign jurisdictions. We are no
longer subject to federal, state and local, or foreign income tax examinations for years before 2011, 2010 and 2008,
respectively. However, net operating loss ("NOL") and credit carryforwards from all years are subject to examination
and adjustments for at least three years following the year in which we used the attributes.

Our U.S. and French income tax returns are currently under examination for 2011 and 2012, as well as our Singapore
income tax return for 2012. We are not under examination in any other jurisdictions.

17
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We believe that it is reasonably possible that $15.2 million of unrecognized tax benefits and less than $0.1 million of
associated interest and penalties could be recognized during the next twelve months. The $15.2 million potential
change would represent a decrease in unrecognized tax benefits, with $14.1 million related to the valuation of our
intellectual property sold to one of our subsidiaries, which is currently under tax authority examination. The remaining
$1.1 million relates to tax filings for years that will no longer be subject to examination under expiring statutes of
limitations.

We have U.S. federal NOL carryforwards that expire at various dates between 2023 and 2035. We have state net
operating loss carryforwards that expire at various dates from 2015 through 2035. We also have federal and state
credit carryforwards, some not expiring and others expiring at various dates from 2015 through 2034.

We are not currently paying U.S. federal income taxes and do not expect to pay such taxes until we fully utilize our
tax NOL and credit carryforwards. We expect to pay a nominal amount of state income tax. We are paying foreign
income and withholding taxes, which are reflected in Income tax expense in our Consolidated Statements of
Operations and are primarily related to the cost of operating offshore activities and subsidiaries. We accrue interest
and penalties related to uncertain tax positions in the Income tax expense.

Note 11 - Restructuring:

In March 2015, our Board of Directors approved an internal restructuring plan (the "Plan"), in connection with our
acquisition of Silicon Image, involving the Company and certain of its subsidiaries. The Plan is designed to realize
synergies from the acquisition by eliminating redundancies created as a result of combining the two companies. The
total cost of the plan is expected to be in the range of $20 million to $25 million and is expected to be substantially
completed by the end of fiscal 2015. During the first quarter of 2015, we recorded severance and related expenses of
$4.9 million, which is included in Restructuring charges in our Consolidated Statements of Operations.

The following table displays the activity related to restructuring:

Lease
Severance and Terminations,
(In thousands) Outside Other Total
related .
Services and
Facilities
Balance at December 28, 2013 $17 $368 $147 $532
Restructuring Charges — — 9 9
Cash Payments (8 ) (266 ) (16 ) (290 )
Adjustments to prior restructuring costs C ) 11 — 2
Balance at March 29, 2014 $— $113 $140 $253
Balance at January 3, 2015 $— $43 $139 $182
Restructuring Charges 4,893 — — 4,893
Cash Payments — O ) (139 ) (148 )
Adjustments to prior restructuring costs — 1 — 1
Balance at April 4, 2015 $4,893 $35 $— $4,928

Note 12 - Long-Term Debt:
On March 10, 2015, we entered into a secured credit agreement (the "Credit Agreement") with Jefferies Finance, LLC

and certain other lenders for purposes of funding, in part, our acquisition of Silicon Image. The Credit Agreement
provided for a $350 million term loan (the "Term Loan") maturing on March 10, 2021 (the "Term Loan Maturity
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Date"). We received $346.5 million after deduction of an original issue discount of $3.5 million and we paid debt
issuance costs of $8.3 million. The Term Loan bears variable interest equal to the LIBOR, subject to a 1.00% floor,
plus a spread of 4.25%. The current effective interest rate on the Term Loan is 6.16%.

The Term Loan is payable through a combination of quarterly installments of approximately $0.9 million beginning
on July 4 2015, and annual excess cash flow payments, as defined in the Credit Agreement, beginning in the second
quarter of 2016. Payments could also be due upon certain issuances of additional indebtedness, and certain asset
dispositions, with any remaining outstanding principal amount due and payable on the Term Loan Maturity Date. The
percentage of excess cash flow we are required to pay ranges from 0% to 75%, depending on our leverage. Currently,
the Credit Agreement would require a 75% excess cash flow payment. The Credit Agreement also contains certain
restrictive covenants, including limitations on liens, mergers and consolidations, sales of assets, payment of dividends
and indebtedness, but the Credit Agreement does not contain financial covenants.
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The original issue discount and the debt issuance costs have been accounted for as a reduction to the carrying value of
the Term Loan on our Consolidated Balance Sheets and are being amortized to Interest expense in our Consolidated
Statements of Operations over the contractual term, using the effective interest method.

The carrying value of the Term Loan is reflected in our Consolidated Balance Sheets as follows:

(In thousands) April 4, 2015 March 29, 2015
Principal amount $350,000 $—
Unamortized original issue discount and debt issuance costs (11,500 ) —

Less current portion of Long-term debt (122 ) —

Long-term debt $338,378 $—

Interest expense related to the Term Loan was included in Interest expense on the Consolidated Statements of
Operations as follows:

Three Months Ended
(In thousands) April 4, 2015 March 29, 2014
Contractual interest $1,327 $—
Amortization of debt issuance costs and discount 284 —
Total Interest expense related to the Term Loan $1,611 $—

Note 13 - Stock-Based Compensation:

Total stock-based compensation expense included in our Consolidated Statements of Operations was as follows:

Three Months Ended
(In thousands) April 4, 2015 March 29, 2014
Line item:
Cost of products sold $240 $166
Research and development 1,509 1,034
Selling, general and administrative 1,635 1,890
Acquisition related charges 3,891 $—
Total stock-based compensation $7,275 $3,090

During the first quarter of 2015, we granted approximately 306,000 stock options with a market condition to certain
executives. The options have a two year vesting and vest between 0% and 200% of the target amount, based on the
Company's relative Total Shareholder Return (TSR) when compared to the TSR of a component of companies of the
PHLX Semiconductor Sector Index over a two year period. The fair values of the options were determined and fixed
on the date of grant using a lattice-based option-pricing valuation model, which incorporates a Monte-Carlo
simulation, and considered the likelihood that we would achieve the market condition. TSR is a measure of stock price
appreciation plus dividends paid, if any, in the performance period. As of April 4, 2015, 306,000 market-based stock
options were outstanding. In the first quarter of 2015, we incurred stock compensation expense of $0.1 million related
to these market condition awards.

Total stock-based compensation for the first quarter 2015 was $7.3 million, of which $1.7 million was cashed out
during the first quarter 2015 and $2.2 million was accrued in Accrued payroll obligations on the Consolidated Balance

Sheets as of the end of the first quarter 2015, to be paid out subsequent to quarter-end.

Note 14 - Legal Matters
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On or about January 29, 2015, Silicon Image, members of its Board, the Company and the Company’s wholly-owned
merger acquisition subsidiary, were named as defendants in two complaints filed in Santa Clara Superior Court by
alleged stockholders of Silicon Image in connection with the proposed merger of Silicon Image and the Company.
Both complaints were dated January 29, 2015 and were captioned respectively Molland v. George, et al. and Stein v.
Silicon Image, Inc. et. al. Five additional complaints were subsequently filed on January 30, 2015, February 4, 2015
and February 9, 2015 in Delaware Chancery Court by alleged stockholders of Silicon Image, Inc. in connection with
the Merger, captioned respectively Pfeiffer v. Martino et. al.; Lipinski v. Silicon Image, Inc. et. al.; Feldbaum et. al. v.
Silicon Image, Inc. et. al; Nelson v. Silicon Image, Inc. et. al. and Partansky v. Silicon Image, Inc. et. al. The five
Delaware matters were subsequently consolidated into an action captioned In re
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Silicon Image Stockholders Litigation by order of the Delaware Chancery Court on February 11, 2015, and a
consolidated amended complaint was filed in the matter on February 13, 2015. Two complaints captioned Tapia v.
Silicon Image, Inc. et. al. and Caldwel v. Silicon Image, Inc. were also filed on February 4, 2015 and February 9, 2015
in Santa Clara Superior Court by alleged stockholders in connection with the merger. Amended complaints were filed
in the Molland and Stein actions on February 11, 2015. At this stage of the proceedings, we do not have an estimate of
the likelihood or the amount of any potential exposure to the Company. We believe that we possess defenses to these
claims and intend to vigorously defend this litigation. Currently, we are unable to estimate a potential range of loss, if
any.

Each of these lawsuits are purported class actions brought on behalf of Silicon Image stockholders, asserting claims
against each member of the Board for breach of fiduciary duty, and against various of the Silicon Image, Silicon
Image’s Board, the Company, and the Company’s wholly-owned merger subsidiary for aiding and abetting breach of
fiduciary duty. The lawsuits allege that the Merger does not appropriately value Silicon Image, was the result of an
inadequate process, and includes preclusive deal devices. The amended complaints also assert that the Silicon Image’s
disclosures regarding the Merger in its Schedule 14D-9 omitted material information regarding the Merger. Each of
these complaints purport to seek unspecified damages and may seek injunctive relief preventing consummation of the
transactions. The parties have reached a tentative settlement agreement in the Delaware case, subject to court
approval, which we consider to be immaterial to our Consolidated Statements of Operations. The California cases are
ongoing but are subject to a motion to stay which will be heard on or about May 23, 2015.

In November 2014, a patent infringement lawsuit was filed by Papst Licensing GmbH & Co., KG ("Papst") against us
in the U.S. District Court for the District of Delaware. In the complaint, Papst alleges that certain of the simulator or
simulation products sold by the Company may infringe one or more of the patents held by Papst. No discovery has
been conducted with respect to these allegations. At this stage of the proceedings, we do not have an estimate of the
likelihood or the amount of any potential exposure to the Company. We believe that we possess defenses to these
claims and intend to vigorously defend this litigation. Currently, we are unable to estimate a potential range of loss, if
any.

In March 2014, the China National Development and Reform Commission ("NDRC") notified HDMI Licensing,
LLC, a wholly-owned subsidiary of the Company and the agent for and entity charged with administering the HDMI
specification, that the NDRC was investigating HDMI’s licensing activities in China under the Chinese Anti-Monopoly
Law ("AML"). A broad range of remedies with respect to business practices deemed to violate the AML is potentially
available to the NDRC, including but not limited to issuing an order to cease conduct deemed illegal, confiscating
gains deemed illegally obtained, imposing a fine and requiring modifications to business practices. It is difficult to
predict the outcome of this matter or what remedies, if any, may be imposed by the NDRC. The Company continues
to cooperate with the NDRC as it conducts its investigation. HDMI Licensing, LL.C and the Company will continue to
defend themselves vigorously in the foregoing matter. However, litigation and administrative proceedings are
inherently uncertain. Accordingly, the outcome of this matter cannot be predicted. At this stage of the proceedings, we
do not have an estimate of the likelihood or the amount of any potential exposure to the Company.

We are exposed to certain other asserted and unasserted potential claims. There can be no assurance that, with respect

to potential claims made against us, we could resolve such claims under terms and conditions that would not have a
material adverse effect on our business, our liquidity or our financial results. Periodically, we review the status of each
significant matter and assess its potential financial exposure. If the potential loss from any claim or legal proceeding is
considered probable and a range of possible losses can be estimated, we then accrue a liability for the estimated loss
based on the provisions of FASB ASC 450, “Contingencies" (“ASC 450”). Legal proceedings are subject to uncertainties,
and the outcomes are difficult to predict. Because of such uncertainties, accruals are based only on the best

information available at the time. As additional information becomes available, we reassess the potential liability

related to pending claims and litigation and may revise estimates. Presently, no accrual has been estimated under ASC
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450 for potential losses that may or may not arise from the current lawsuits in which we are involved.
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Note 15 - Segment and Geographic Information:

Lattice has two operating segments: the core Lattice ("Core") business, which includes intellectual property and
semiconductor devices, and Qterics, a discrete software-as-a-service business unit in the Lattice legal entity structure.
Although these two operating segments constitute two reportable segments, we combine Qterics with our Core

business and report them together as one reportable segment due to the immaterial nature of the Qterics segment.

Our revenue by major geographic area, based on ship-to location, was as follows:

Three Months Ended
(In thousands) April 4, 2015 March 29, 2014
Asia $62,534 70 % $72,744 75 %
Europe 16,467 19 14,710 15
Americas 9,596 11 9,183 10
Total revenue $88,597 100 % $96,637 100 %
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Overview

Lattice Semiconductor (“Lattice,” the “Company,” “we,” “us,” or “our”) engages in smart connectivity solutions, providing
intellectual property and low-power, small form-factor devices that enable global customers to quickly deliver

innovative and differentiated cost and power efficient products. The Company's broad end-market exposure extends

from consumer electronics to industrial equipment, communications infrastructure and licensing.

Lattice was founded in 1983 and is headquartered in Portland, Oregon. The Company acquired Silicon Image, Inc.
("Silicon Image") in March 2015. Silicon Image is engaged in setting industry standards including the HDMI®,

DVI®, MHL® and WirelessHD® standards. Our results included the results of Silicon Image for the period from

March 11, 2015 through April 4, 2015.

Critical Accounting Policies and Estimates

Critical accounting policies are those that are both most important to the portrayal of a company's financial condition
and results and require management's most difficult, subjective and complex judgments, often as a result of the need
to make estimates about the effect of matters that are inherently uncertain. Management believes that there have been
no significant changes, other than accounting for licensing revenue, during the three months ended April 4, 2015 to
the items that we disclosed as our critical accounting policies and estimates in Management's Discussion and Analysis
of Financial Condition and Results of Operations in our Annual Report on form 10-K for the fiscal year ended January
3,2015.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles ("U.S.
GAAP") requires management to make estimates and assumptions that affect the reported amounts and classification
of assets, such as marketable securities, accounts receivable, inventory, goodwill (including the assessment of
reporting unit), intangible assets, current and deferred income taxes, accrued liabilities (including restructuring
charges and bonus arrangements), deferred income and allowances on sales to sell-through distributors, disclosure of
contingent assets and liabilities at the date of the financial statements, amounts used in acquisition valuations and
purchase accounting, and the reported amounts of revenue and expenses during the fiscal periods presented. Actual
results could differ from those estimates.

Results of Operations*

Key elements of our Consolidated Statements of Operations were as follows (in thousands):
Three Months Ended
April 4, 2015

(In thousands) March 29, 2014

Revenue $88,597 100.0 %  $96,637 100.0 %
Gross margin 47,832 54.0 54,138 56.0

Research and development 27,642 31.2 21,239 22.0

Selling, general and administrative 21,088 23.8 18,749 194
Acquisition related charges 18,198 20.5 — —
Restructuring charges 4,894 5.5 11 —
Amortization of acquired intangible assets 2,942 33 737 0.8

(Loss) income from operations $(26,932 ) (304 Y%  $13,402 13.9 %
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* Lattice acquired Silicon Image on March 10, 2015. Results of Operations include the financial results of Silicon
Image for the period from March 11, 2015 through April 4, 2015. Silicon Image's revenue and net loss for that period
were approximately $12 million and $14.8 million, respectively. Acquisition related charges, which were expensed as

incurred, were approximately $8 million.
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Revenue by End Market

The end market data below is derived from data provided to us by our distributors and end customers. With a diverse
base of customers who may manufacture end products spanning multiple end markets, the assignment of revenue to a
specific end market requires the use of estimates and judgment. Therefore, actual results may differ from those
reported. With our acquisition of Silicon Image, we added a Licensing end market to report Licensing revenue, which
includes the licensing of our intellectual property, the collection of certain royalties, and the revenue related to our
participation in consortia and standard-setting activities.

The following are examples of end market applications:

Communications Consumer Industrial Licensing
Wireless Smartphones Security & Surveillance P Royalties
Wireline Cameras Machine Vision Adopter Fees
Data Backhaul Displays Industrial Automation IP Licenses

Tablets Human Machine Interface

Wearables Automotive

Home Theater Servers

Data Storage

The composition of our revenue by end market for the first quarter of fiscal 2015 and 2014 was as follows:

Three Months Ended
(In thousands) April 4, 2015 March 29, 2014
Communications $32,719 37 % $39,758 41 %
Consumer 19,523 22 29,544 31
Industrial 33,473 38 27,335 28
Licensing and services 2,882 3 — —
Total revenue $88,597 100 % $96,637 100 %

For the first quarter of fiscal 2015 compared to the first quarter of fiscal 2014, revenue from the Communications end
market decreased by 18% driven by a relative decline in the LTE build-out in China.

Revenue from the Consumer end market decreased 34% for the first quarter of fiscal 2015 compared to the first
quarter of fiscal 2014 primarily due to lower volume demand for certain of our iCE products partially offset by $8.7

million revenue from Silicon Image products.

For the first quarter of fiscal 2015 compared to the first quarter of fiscal 2014, the Industrial end market increased
approximately 22%, largely the result of continued strength in Europe and Asia markets.

Licensing and services revenue of $3 million was recognized in the first quarter of fiscal 2015 following the
acquisition of Silicon Image in March 2015.
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Revenue by Geography

We assign revenue to geographies based on customer ship-to location, when the revenue is recognized. In the case of
sell-in distributors and OEM customers, revenue is typically recognized, and geography is assigned, when products
are shipped to our distributor or OEM customer. In the case of sell-through distributors, revenue is recognized when
resale to the end customer occurs and geography is assigned based on the end customer location on the resale reports
provided by the distributor.

The composition of our revenue by geography for the first quarter of fiscal 2015 and fiscal 2014, based on ship-to
location, was as follows:

Three Months Ended
(In thousands) April 4, 2015 March 29, 2014
Asia $62,534 70 % $72,744 75 %
Europe 16,467 19 14,710 15
Americas 9,596 11 9,183 10
Total revenue $88,597 100 % $96,637 100 %

Revenue decreased 14% in Asia for the first quarter of 2015 compared to the first quarter of 2014 primarily due to
strong results in the Communications end market in the first quarter of the prior year relative to the first quarter of the
current year.

Revenue increased 12% in Europe for the first quarter of fiscal 2015 compared to the first quarter of fiscal 2014 driven
by strength in the Industrial end market. This growth was due to improving economic conditions and increased sales
volumes in the European Industrial end markets.

Revenue from the Americas for the first quarter of fiscal 2015 was fairly consistent with the first quarter of fiscal
2014, with 4% growth quarter-over-quarter.

Revenue from End Customers

Our top five end customers constituted approximately 35% of our revenue for the first quarter of fiscal 2015,
compared to approximately 51% for the first quarter of fiscal 2014, primarily due to strong results in Asia in the first
quarter of the prior year relative to the first quarter of the current year.

Our two largest end customers each accounted for approximately 10% of total revenue in the first quarter of fiscal
2015 and no other customer accounted for more than 10%. In the first quarter of fiscal 2014, our two largest end
customers accounted for 23% and 14% of total revenue.

Revenue from Sell-Through Distributors

Sales through distributors have historically accounted for a significant portion of our total revenue. Revenue
attributable to resale of products by our primary sell-through distributors for the first quarter of fiscal 2015 and fiscal
2014, respectively, was as follows:

% of Total Revenue Three Months Ended

April 4, 2015 March 29, 2014
Arrow Electronics Inc. (including Nu Horizons Electronics) 24 % 24 %
Weikeng Group 12 7 %
All others 12 8 %
All sell-through distributors 48 % 39 %
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Revenue from sell-through distributors increased to 48% of total revenue in the first quarter of fiscal 2015 from 39%
in the first quarte