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ﬁ\ MICROCHIP

$1,030,000,000
2.125% Junior Subordinated Convertible Debentures due 2037

Interest payable June 15 and December 15

Issue price: 100%
We are offering $1,030,000,000 principal amount of our 2.125% Junior Subordinated Convertible Debentures due 2037.

The debentures will bear ordinary interest at a rate of 2.125% per year, from December 7, 2007 until December 15, 2037, the
maturity date. Interest on the debentures will be payable in cash semi-annually in arrears on June 15 and December 15 of
each year, beginning June 15, 2008. In addition to ordinary interest on the debentures, beginning with the semi-annual
interest period commencing on December 15, 2017, contingent interest will accrue during any semi-annual interest period in
which the average trading price of a debenture for the 10 trading day period immediately preceding the first day of such
semi-annual period is greater than or equal to $1,500 per $1,000 principal amount of the debentures or is less than or equal
to a threshold that will initially be set at $400 per $1,000 principal amount of the debentures and that will increase over
time. We will also pay contingent interest equal to any extraordinary cash dividend or distribution that our board of directors
designates as payable to the holders of the debentures. In addition, so long as we are not in default in the payment of
interest on the debentures, we may defer payment of interest on the debentures for a period not exceeding 10 consecutive
semi-annual interest payment periods, during which time interest will continue to accrue on a compounded basis.

Holders may convert their debentures based on an initial conversion rate of 29.2783 shares of our common stock per $1,000
principal amount of debentures, equivalent to an initial conversion price of approximately $34.16 per share, subject to
adjustment, at their option at any time prior to September 1, 2037, under the following circumstances: (1) during any fiscal
quarter commencing after March 31, 2008, if the last reported sale price of our common stock for at least 20 trading days
during the period of 30 consecutive trading days ending on the last trading day of the preceding fiscal quarter is greater
than or equal to 130% of the applicable conversion price on the last trading day of such preceding fiscal quarter; (2) during
the five business day period after any ten consecutive trading day period in which the trading price per $1,000 principal
amount of debentures for each day of that 10 consecutive trading day period was less than 98% of the product of the last
reported sale price of our common stock and the conversion rate on such day; (3) if we call any or all of the debentures for
redemption, at any time prior to the close of business on the trading day immediately preceding the redemption date; or

(4) upon the occurrence of specified corporate transactions described in this offering memorandum. On or after September 1,
2037, holders may convert their debentures at any time prior to the close of business on the business day immediately
preceding the maturity date. The conversion rate will be subject to adjustment in some events but will not be adjusted for
accrued interest. Upon conversion, we will satisfy our conversion obligation by delivering cash, shares of our common stock or
any combination thereof, at our option. In addition, we will increase the conversion rate for holders who elect to convert
debentures in connection with certain fundamental changes as described in this offering memorandum.

We may not redeem the debentures prior to December 15, 2017, except in connection with certain tax-related events. On or
after that date and prior to the maturity date, we may redeem all or a portion of the debentures for cash at 100% of the
principal amount of the debentures to be redeemed, plus accrued and unpaid interest to, but excluding, the redemption
date, if the last reported sale price of our common stock has been at least 150% of the conversion price then in effect for at
least 20 trading days during any 30 consecutive trading day period prior to the date on which we provide notice of
redemption. On or prior to June 7, 2008, we may also redeem all or a portion of the debentures for cash at a premium if
certain U.S. federal tax legislation, regulations or rules are enacted or are issued.

If we undergo a fundamental change, holders may require us to repurchase all or a portion of their debentures at a price
equal to 100% of the principal amount of the debentures to be purchased plus any accrued and unpaid interest up to, but
excluding, the repurchase date. We will pay cash for all debentures so repurchased.

The debentures are our unsecured junior obligations subordinated in right of payment to our existing and future senior debt
and effectively subordinated in right of payment to all indebtedness and other liabilities of our subsidiaries. As of

September 30, 2007, we did not have any senior debt outstanding, and the aggregate amount of indebtedness and other
liabilities of our subsidiaries was approximately $74.3 million, excluding intercompany liabilities and liabilities of a type not
requi_reld to be reflected on the balance sheet of such subsidiaries in accordance with generally accepted accounting
principles.

The debentures will not be listed on any securities exchange. The debentures are eligible for The PORTAL Market. We have
agreed to file a shelf registration statement with the Securities and Exchange Commission covering resales of the debentures
and any common stock issuable upon conversion of the debentures.

Our common stock is listed on The Nasdaq Global Select Market under the symbol “MCHP.” The last reported sale price of our
common stock on The Nasdaq Global Select Market on December 3, 2007 was $29.70 per share.

See “Risk factors” beginning on page 10 for a discussion of certain risks that you should consider in connection with an
investment in the debentures.

We have granted the initial purchasers the right to purchase within a 13 day period up to an additional $120,000,000
principal amount of debentures solely to cover overallotments.

The debentures and any common stock issuable upon conversion of the debentures have not been registered under the
Securities Act of 1933 or any state securities laws. Accordingly, the debentures are being offered and sold only to qualified
institutional buyers (as defined in Rule 144A under the Securities Act).

We expect that delivery of the debentures will be made to investors in book-entry form through The Depository Trust
Company on or about December 7, 2007.

Sole book-running manager

JPMorgan
Co-manager
Morgan Stanley
December 3, 2007
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In making your investment decision, you should rely only on the information contained or
incorporated by reference in this offering memorandum. We and the initial purchasers have
not authorized anyone to provide you with different information. We are not, and the initial
purchasers are not, making an offer of these securities in any state where the offer is not
permitted. You should not assume that the information contained in this offering
memorandum or the documents incorporated by reference herein is accurate as of any date
other than the date on the front of this offering memorandum or the date of such document,

as the case may be.



Important notices to readers

This offering memorandum is a confidential document that we are providing only to
prospective purchasers of the debentures. This offering memorandum does not constitute an
offer of, or an invitation to purchase, any of the debentures in any jurisdiction in which such
offer or invitation would be unlawful. We and the initial purchasers reserve the right to reject
any offer to purchase, in whole or in part, for any reason, or to sell less than the amount of
debentures offered hereby. This offering memorandum is personal to each offeree and does
not constitute an offer to any other person or the public generally to subscribe for or
otherwise acquire securities. Distribution of this offering memorandum to any person other
than an offeree and those persons, if any, retained to advise such offeree with respect thereto
is unauthorized. You must not:

e use this offering memorandum for any other purpose;

* make copies of any part of this offering memorandum or give a copy of it to any other
person; or

e disclose any information in this offering memorandum to any other person.

This offering memorandum is based on information provided by us and by other sources that
we believe are reliable. We cannot assure you that this information is accurate or complete.
This offering memorandum summarizes certain documents and other information and we refer
you to them for a more complete understanding of what we discuss in this offering
memorandum. You should read this offering memorandum, including the information we are
incorporating by reference herein, before making a decision whether to purchase any
debentures. You are responsible for making your own examination of us and your own
assessment of the merits and risks of investing in the debentures. You may contact us if you
need any additional information. By purchasing any debentures, you will be deemed to have
acknowledged that:

e you have reviewed this offering memorandum and the information incorporated by
reference in this offering memorandum;

e you have had an opportunity to request any additional information that you need from us;
and

e the initial purchasers are not responsible for, and are not making any representation to you
concerning, our future performance or the accuracy or completeness of this offering
memorandum or the information incorporated by reference in this offering memorandum.

Neither we nor the initial purchasers are providing you with any legal, business, tax or other
advice in this offering memorandum. You should consult with your own advisors as needed to
assist you in making your investment decision and to advise you whether you are legally
permitted to purchase the debentures.

Neither we nor the initial purchasers are making any representation to any purchaser of the
debentures regarding the legality of an investment in the debentures by such purchaser under
any legal investment or similar laws or regulations. You must comply with all laws that apply to
you in any place in which you buy, offer or sell any debentures or possess this offering



memorandum. You must also obtain any consents or approvals that you need in order to
purchase any debentures. We and the initial purchasers are not responsible for your compliance
with these legal requirements.

We are offering the debentures in reliance on an exemption from the registration
requirements of the Securities Act of 1933, as amended (the “Securities Act”). This exemption
applies to offers and sales of securities that do not involve a public offering. Unless they are
registered, the debentures and any shares of common stock that may be issuable upon
conversion of the debentures may be offered only in transactions that are exempt from
registration under the securities laws.

The debentures and any shares of common stock that may be issuable upon conversion of the
debentures are subject to restrictions on resale and transfer and may not be transferred or
resold except as permitted under the Securities Act, applicable securities laws and as described
under “Transfer restrictions.” By purchasing any debentures, you will be deemed to have made
certain acknowledgments, representations, warranties and agreements as described in that
section of this offering memorandum. You may be required to bear the financial risks of
investing in the debentures for an indefinite period of time.

Certain persons participating in this offering may engage in transactions that stabilize,
maintain or otherwise affect the price of the debentures or our common stock. Such
transactions may include stabilization and the purchase of debentures to cover short positions.
Such stabilization, if commenced, may be discontinued at any time. For a description of these
activities, see “Plan of distribution.”

Neither the Securities and Exchange Commission, or SEC, nor any state securities commission
has approved or disapproved of these securities or determined if this offering memorandum is
truthful or complete. Any representation to the contrary is a criminal offense.

The information set forth in those sections of the offering memorandum describing clearing
and settlement is subject to change or reinterpretation of the rules, regulations and procedures
of The Depository Trust Company, or DTC, currently in effect. Investors wishing to use these
clearing systems are advised to confirm the continued applicability of their rules, regulations
and procedures. We will not have any responsibility or liability for any aspect of the records
relating to, or payment made on account of, book-entry interests held through the facilities of
any clearing system or for maintaining, supervising or reviewing any records relating to such
book-entry systems.

We reserve the right to withdraw this offering at any time, and we and the initial purchasers
reserve the right to reject any commitment to subscribe for the debentures in whole or in part
and to allot to you less than the full amount of debentures subscribed for by you.

The distribution of this offering memorandum and the offer and sale of the debentures are
restricted by law in some jurisdictions. Persons who possess this offering memorandum or any
of the debentures must inform themselves about, and observe, any such restrictions.

This offering memorandum has been prepared on the basis that all offers of debentures within
the European Economic Area will be made pursuant to an exemption under Article 3(2) of the
Prospectus Directive, as implemented in member states of the European Economic Area, from
the requirement to produce an offering memorandum for offers of the debentures.



Accordingly, any person making or intending to make any offer of the debentures within the
European Economic Area should only do so in circumstances in which no obligation arises for
us, our affiliates or the initial purchasers to produce an offering memorandum for such offer.
Neither we nor the initial purchasers have authorized, nor do we or the initial purchasers
authorize, the making of any offer of the debentures through any financial intermediary, other
than offers made by the initial purchasers which constitute the final placement of the
debentures contemplated in this offering memorandum.

The debentures may not be offered within the United Kingdom if such an offer would not
constitute a communication, an invitation or an inducement to engage in investment activity
(within the meaning of Section 21 of the Financial Services and Markets Act 2000) which would
cause a breach of Section 19 of the Financial Services and Markets Act 2000.

References in the offering memorandum to “the Company,” “Microchip,” “the issuer,” “we,”
"our” and "us"” refer to Microchip Technology Incorporated and its consolidated subsidiaries,
except where the context otherwise requires or as otherwise indicated.

SEC review

We have agreed to file a registration statement after the completion of this offering with the
Securities and Exchange Commission relating to the resale of the debentures and the shares of
common stock issuable upon conversion of the debentures. In the event of any SEC review of
our registration statement, we may be required to make changes to the description of our
business, financial data or other information included or incorporated by reference in this
offering memorandum. Any such changes could be material.

Forward-looking statements

This offering memorandum and the documents incorporated by reference herein contain
forward-looking statements within the meaning of Section 27A of the Securities Act and
Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). We use
words such as "anticipate,” “believe,” “plan,” “expect,” “estimate,” “future,” “intend” and
similar expressions to identify forward-looking statements. These forward-looking statements
include, without limitation, statements regarding the following:

"ou

* The effects and amount of competitive pricing pressure on our product lines;

e Our ability to moderate future average selling price declines;

* The effect of product mix on gross margin;

e The amount of changes in demand for our products and those of our customers;

e The level of orders that will be received and shipped within a quarter;

e The effect that distributor and customer inventory holding patterns will have on us;

e Our belief that customers recognize our products and brand name and use distributors as an
effective supply channel;



Our belief that our direct sales personnel combined with our distributors provide an effective
means of reaching our customer base;

Our ability to increase the proprietary portion of our analog and interface product lines and
the effect of such an increase;

The impact of any supply disruption we may experience;

Our ability to effectively utilize our facilities at appropriate capacity levels and anticipated
costs;

That our capital expenditures over the next 12 months will provide sufficient manufacturing
capability to meet our anticipated needs;

That manufacturing costs will be reduced by our transition to advanced process technologies;
Our ability to maintain manufacturing yields;

Continuing our investments in new and enhanced products;

Continuing our investments in auction rate securities;

The ability to attract and retain qualified personnel;

The cost effectiveness of using our own assembly and test operations;

Our anticipated level of capital expenditures;

Continuing to receive patents on our inventions;

Continuation of quarterly cash dividends;

The sufficiency of our existing sources of liquidity;

The impact of seasonality on our business;

Expected impact of SFAS 123R on our business and related assumptions used in such analysis;
That the resolution and costs of legal actions will not harm our business;

That the idling of assets will not impair the value of such assets;

The recoverability of our deferred tax assets;

The adequacy of our tax reserves to offset any potential tax liabilities;

Our belief that the expiration of any tax holidays will not have a material impact;

The ability to obtain title to land underlying our Thailand facility, its fair value and adequacy
of associated reserves;

The accuracy of our estimates of the useful life and values of our property and equipment;
Our ability to obtain intellectual property licenses and minimize the effects of litigation;

The level of risk we are exposed to for product liability claims;



e The amount of labor unrest, political instability, governmental interference and changes in
general economic conditions that we experience;

e The effect of changes in market interest rates on income and/or cash flows;
e The effect of fluctuations in currency rates;

e The timing and amount of repurchases of our common stock;

e The availability of financing on acceptable terms;

e The effect of expansion of environmental laws; and

e The impact of export regulations on our business.

Our actual results could differ materially from the results anticipated in these forward-looking
statements as a result of certain factors including those set forth in the section entitled “Risk
factors” beginning on page 10, and elsewhere in this offering memorandum and the
documents incorporated by reference therein. Although we believe that the expectations
reflected in the forward-looking statements are reasonable, we cannot guarantee future
results, levels of activity, performance or achievements. You should not place undue reliance on
these forward-looking statements. We disclaim any obligation to update information contained
in any forward-looking statement.

Vi



Summary

This summary may not contain all of the information that may be important to you and is
qualified in its entirety by the more detailed information appearing elsewhere or incorporated
by reference in this offering memorandum. You should read the entire offering memorandum
and the documents incorporated by reference herein before making an investment decision.
You should pay special attention to the “Risk factors” section beginning on page 10 of this
offering memorandum to determine whether an investment in the debentures is appropriate
for you.

Microchip
Overview

We develop and manufacture specialized semiconductor products used by our customers for a
wide variety of embedded control applications. Our product portfolio comprises 8- and 16-bit
PIC® microcontrollers and 16-bit dsPIC® digital signal controllers, which feature on-board Flash
(reprogrammable) memory technology. In addition, we offer a broad spectrum of
high-performance linear, mixed-signal, power management, thermal management, battery
management and interface devices. We also make serial EEPROMs. Our synergistic product
portfolio targets thousands of applications and a growing demand for high-performance
designs in the automotive, communications, computing, consumer and industrial control
markets. Our quality systems are ISO/TS16949 (2002 version) certified.

Our manufacturing operations include wafer fabrication and assembly and test. The ownership
of our manufacturing resources is an important component of our business strategy, enabling
us to maintain a high level of manufacturing control resulting in us being one of the lowest
cost producers in the embedded control industry. By owning our wafer fabrication facilities and
much of our assembly and test operations, and by employing statistical process control
techniques, we have been able to achieve and maintain high production yields. Direct control
over manufacturing resources allows us to shorten our design and production cycles. This
control also allows us to capture the wafer manufacturing and a portion of the assembly and
test profit margin.

We employ proprietary design and manufacturing processes in developing our embedded
control products. We believe our processes afford us both cost-effective designs in existing and
derivative products and greater functionality in new product designs. While many of our
competitors develop and optimize separate processes for their logic and memory product lines,
we use a common process technology for both microcontroller and non-volatile memory
products. This allows us to more fully leverage our process research and development costs and
to deliver new products to market more rapidly. Our engineers utilize advanced computer-
aided design (CAD) tools and software to perform circuit design, simulation and layout, and
our in-house photomask and wafer fabrication facilities enable us to rapidly verify design
techniques by processing test wafers quickly and efficiently.

We are committed to continuing our investment in new and enhanced products, including
development systems, and in our design and manufacturing process technologies. We believe
these investments are significant factors in maintaining our competitive position. Our current
research and development activities focus on the design of new microcontrollers, digital signal




controllers, memory and mixed-signal products, new development systems, software and
application-specific software libraries. We are also developing new design and process
technologies to achieve further cost reductions and performance improvements in existing
products.

We market our products worldwide primarily through a network of direct sales personnel and
distributors. Our distributors focus primarily on servicing the product and technical support
requirements of a broad base of diverse customers. We believe that our direct sales personnel
combined with our distributors provide an effective means of reaching this broad and diverse
customer base. Our direct sales force focuses primarily on major strategic accounts in three
geographical markets: the Americas, Europe and Asia. We currently maintain sales and support
centers in major metropolitan areas in North America, Europe and Asia. We believe that a
strong technical service presence is essential to the continued development of the embedded
control market. Many of our field sales engineers (FSEs), field application engineers (FAEs), and
sales management have technical degrees and have been previously employed in an
engineering environment. We believe that the technical knowledge of our sales force is a key
competitive advantage in the sale of our products. The primary mission of our FAE team is to
provide technical assistance to strategic accounts and to conduct periodic training sessions for
FSEs and distributor sales teams. FAEs also frequently conduct technical seminars for our
customers in major cities around the world, and work closely with our distributors to provide
technical assistance and end-user support.

Microchip was incorporated in Delaware in 1989. Our executive offices are located at
2355 West Chandler Boulevard, Chandler, Arizona, 85224-6199 and our telephone number is
(480) 792-7200.




The offering

The following summary contains basic information about the debentures and is not intended
to be complete. It does not contain all the information that is important to you. For a more
complete understanding of the debentures, you should read the section of this offering
memorandum entitled “Description of debentures.” For purposes of this summary and the
“Description of debentures,” references to “the Company,” “Microchip,” “the issuer,” “we,”
“our” and “us” refer only to Microchip Technology Incorporated and not to its subsidiaries.

Issuer . ... ... ... Microchip Technology Incorporated, a Delaware
corporation.

Debentures ... .............. ... $1,030,000,000 aggregate principal amount of 2.125%
Junior Subordinated Convertible Debentures due 2037,
plus up to an additional $120,000,000 aggregate
principal amount for purchase by the initial purchasers
solely to cover overallotments, if any.

Maturity .. ....... ... ... .. December 15, 2037, unless earlier redeemed,
repurchased or converted.

Interest . . . ... .. .. .. 2.125% per year. Interest will accrue from December 7,
2007 and will be payable in cash semiannually in
arrears on June 15 and December 15 of each year,
beginning June 15, 2008.

In addition to ordinary interest on the debentures,
beginning with the semi-annual interest period
commencing on December 15, 2017, contingent
interest will accrue:

e during any semi-annual ordinary interest period
where the average trading price of a debenture for
the 10 trading day period immediately preceding the
first day of such semi-annual period is greater than
or equal to $1,500 per $1,000 principal amount of
the debentures, in which case contingent interest
will accrue at a rate of 0.50% of such average
trading price per annum; and

e during any semi-annual ordinary interest period
where the average trading price of a debenture for
the 10 trading day period immediately preceding the
first day of such semi-annual period is less than or
equal to a threshold that will initially be set at $400
per $1,000 principal amount of the debentures and
that will increase over time, in which case
contingent interest will accrue at a rate of 0.25% of
such average trading price per annum.




Conversion rights

In addition, we will pay contingent interest at any time
the debentures are outstanding in the event that we
pay an extraordinary cash dividend or distribution to
holders of our common stock that our board of
directors designates as payable to the holders of the
debentures.

So long as we are not in default in the payment of
interest on the debentures, we may defer payment of
interest on the debentures (other than contingent
interest relating to extraordinary dividends) for a
period not exceeding 10 consecutive semi-annual
interest payment periods, during which time interest
will continue to accrue on a compounded basis.

For purposes of this summary, references to “interest”
include ordinary interest, contingent interest, reporting
additional interest, additional interest, deferred
interest and compounded interest except as otherwise
indicated.

Prior to September 1, 2037, holders may convert their
debentures at the applicable conversion rate, in
multiples of $1,000 principal amount, at their option,
under the following circumstances:

e during any fiscal quarter beginning after March 31,
2008 (and only during such fiscal quarter), if the last
reported sale price of our common stock for at least
20 trading days during the 30 consecutive trading
days ending on the last trading day of the
immediately preceding fiscal quarter is greater than
or equal to 130% of the applicable conversion price
on the last trading day of such preceding fiscal
quarter;

e during the five business day period after any
10 consecutive trading day period in which the
trading price per debenture for each day of that
10 consecutive trading day period was less than 98%
of the product of the last reported sale price of our
common stock and the conversion rate on such day;

e if we call any or all of the debentures for
redemption, at any time prior to the close of
business on the trading day immediately preceding
the redemption date; or

e upon the occurrence of specified corporate
transactions described under “Description of
debentures—Conversion rights.”




On or after September 1, 2037, holders may convert
their debentures at the applicable conversion rate, in
multiples of $1,000 principal amount, at their option,
at any time prior to the close of business on the
business day immediately preceding the maturity date.

The initial conversion rate for the debentures is
29.2783 shares per $1,000 principal amount of
debentures (equal to an initial conversion price of
approximately $34.16 per share), subject to adjustment.

Upon conversion, we will satisfy our conversion
obligation by delivering cash, shares of our common
stock or any combination thereof, at our option. If we
satisfy our conversion obligation solely in cash or
through delivery of a combination of cash and shares
of our common stock, the settlement amount will be
based on a daily conversion value (as described herein)
calculated on a proportionate basis for each trading
day in the 30 trading day observation period (as
described herein). See “Description of debentures—
Conversion rights—Payment upon conversion.”

We will increase the conversion rate for a holder who
elects to convert its debentures in connection with
certain fundamental changes as described under
“Description of debentures—Conversion rights—
Adjustment to shares delivered upon conversion in
connection with certain fundamental changes.”

Holders will not receive any cash payment or
additional shares representing accrued and unpaid
interest, if any, upon conversion of a debenture, except
in limited circumstances. Instead, interest will be
deemed paid by the cash and/or shares of common
stock delivered to holders upon conversion.




Redemption at our option. . ....... We may not redeem the debentures prior to
December 15, 2017, except in connection with certain
tax-related events. On or after December 15, 2017 and
prior to the maturity date, we may redeem for cash all
or a portion of the debentures if the last reported sale
price of our common stock has been at least 150% of
the conversion price then in effect for at least
20 trading days during any 30 consecutive trading day
period prior to the date on which we provide notice of
redemption. We may not redeem the debentures at
our option or give notice of redemption unless we
have paid any accrued deferred interest with respect
to the debentures. The redemption price will equal
100% of the principal amount of the debentures to be
redeemed, plus accrued and unpaid interest to but
excluding the redemption date.

We may also redeem all or a portion of the debentures
for cash on or prior to June 7, 2008 if certain U.S.
federal tax legislation, regulations or rules are enacted
or are issued. The redemption price for any such
redemption will be equal to 101.5% of the principal
amount of the debentures being redeemed plus

(i) accrued and unpaid interest to but excluding the
redemption date and (ii) if the conversion parity value
of the debentures being redeemed exceeds their initial
conversion value, 91% of the amount determined by
subtracting the initial conversion value of such
debentures from their conversion parity value.

We will give notice of redemption not less than 40 nor
more than 75 days before the redemption date by mail
to the trustee, the paying agent and each holder of
debentures.

Covenants . .................... Neither we nor any of our subsidiaries are subject to
any financial covenants under the indenture governing
the debentures. In addition, neither we nor any of our
subsidiaries are restricted under the indenture from
incurring debt, paying dividends or issuing or
repurchasing our securities (except, with respect to our
paying dividends or repurchasing our securities, during
any extension of the interest payment period for the
debentures).




Fundamental change . .. .......... If we undergo a “fundamental change” (as defined in
this offering memorandum under “Description of
debentures—Fundamental change permits holders to
require us to repurchase debentures”), you will have
the option to require us to repurchase all or any
portion of your debentures. The fundamental change
repurchase price will be 100% of the principal amount
of the debentures to be repurchased plus any accrued
and unpaid interest to but excluding the fundamental
change repurchase date. We will pay the fundamental
change repurchase price in cash.

Events of default. .. ............. If there is an event of default under the debentures,
the principal amount of the debentures, plus accrued
and unpaid interest, may be declared immediately due
and payable. These amounts automatically become due
and payable if an event of default relating to certain
events of bankruptcy, insolvency or reorganization
occurs.

Ranking ....... ... ... ... ... The debentures are our unsecured junior obligations
subordinated in right of payment to our existing and
future unsecured senior debt and effectively
subordinated in right of payment to all indebtedness
and other liabilities of our subsidiaries.

Registration rights. . ... .......... We have agreed to file a shelf registration statement
under the Securities Act relating to the resale of the
debentures and the common stock that may be
issuable upon conversion thereof. If the registration
statement is not filed within 120 days of issuance of
the debentures or has not become effective within
180 days of issuance of the debentures, we will be
required to pay additional interest to holders of the
debentures. See “"Description of debentures—
Registration rights.”

Use of proceeds ................ We estimate that the proceeds from this offering will
be approximately $1.01 billion, after deducting selling
discounts and commissions and estimated offering
expenses. If the initial purchasers’ overallotment option
is exercised in full, we estimate that such net proceeds
will be approximately $1.13 billion.




Book-entry form . ...............

Transfer restrictions; absence of a
public market for the debentures . ..

We expect to use up to approximately $639 million of
the net proceeds of this offering to repurchase shares
of our common stock in negotiated transactions from
institutional investors through J.P. Morgan Securities
Inc., as our agent, concurrently with this offering. We
expect the price per share of the common stock
repurchased in such negotiated transactions with
institutional investors to be equal to the closing price
of the common stock on the date of sale of the
debentures. The remaining net proceeds from this
offering will be used for future share repurchases
under existing or future repurchase programs under
Rule 10b-18 and for general corporate purposes.

The debentures will be issued in book-entry form and
will be represented by permanent global certificates
deposited with, or on behalf of, DTC and registered in
the name of a nominee of DTC. Beneficial interests in
any of the debentures will be shown on, and transfers
will be effected only through, records maintained by
DTC or its nominee, and any such interest may not be
exchanged for certificated securities, except in limited
circumstances.

We have not registered the sale of the debentures or
the shares of common stock issuable upon conversion
of the debentures under the Securities Act and the
debentures and shares are subject to restrictions on
transferability and resale. See “Transfer restrictions.”

The debentures are new securities, and there is
currently no established market for the debentures.
Accordingly, we cannot assure you as to the
development or liquidity of any market for the
debentures. The debentures are eligible for The
PORTAL Market. The initial purchasers have advised us
that they currently intend to make a market in the
debentures. However, they are not obligated to do so,
and they may discontinue any market making with
respect to the debentures without notice.

We do not intend to apply for a listing of the
debentures on any securities or automated dealer
quotation system. Our common stock is listed on The
Nasdaqg Global Select Market under the symbol
“MCHP.”




Risk factors . ................ ... Investment in the debentures involves risk. You should
carefully consider the information under the section
titled “Risk factors” and all other information included
in this offering memorandum and the documents

incorporated by reference before investing in the
debentures.




Risk factors

Investing in the debentures and our common stock involves risks. You should carefully consider
the risks described below and the other information contained or incorporated by reference in
this offering memorandum before making an investment decision. The risks and uncertainties
described below and in our other filings with the SEC incorporated by reference herein are not
the only ones facing us. Additional risks and uncertainties not presently known to us or that
we currently consider immaterial may also adversely affect us. If any of the following risks
occur, our business, financial condition or results of operations could be materially harmed.

Risks related to our business

Our quarterly operating results may fluctuate due to factors that could reduce our net sales
and profitability.

Our quarterly operating results are affected by a wide variety of factors that could reduce our
net sales and profitability, many of which are beyond our control. Some of the factors that may
affect our quarterly operating results include:

e changes in demand or market acceptance of our products and products of our customers;

levels of inventories at our customers;
e the mix of inventory we hold and our ability to satisfy orders from our inventory;

e changes in utilization of our manufacturing capacity and fluctuations in manufacturing
yields;

e our ability to secure sufficient assembly and testing capacity;

e availability of raw materials and equipment;

e competitive developments including pricing pressures;

e the level of orders that are received and can be shipped in a quarter;
e the level of sell-through of our products through distribution;

e changes or fluctuations in customer order patterns and seasonality;

e constrained availability from other electronic suppliers impacting our customers’ ability to
ship their products, which in turn may adversely impact our sales to those customers;

e costs and outcomes of any tax audits or any litigation involving intellectual property,
customers or other issues;

e disruptions in our business or our customers’ businesses due to terrorist activity, armed
conflict, war, worldwide oil prices and supply, public health concerns or disruptions in the
transportation system;

e property damage or other losses, whether or not covered by insurance; and

e general economic, industry or political conditions in the United States or internationally.
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We believe that period-to-period comparisons of our operating results are not necessarily
meaningful and that you should not rely upon any such comparisons as indications of future
performance. In future periods our operating results may fall below our public guidance or the
expectations of public market analysts and investors, which would likely have a negative effect
on the price of our common stock.

Our operating results will suffer if we ineffectively utilize our manufacturing capacity or fail to
maintain manufacturing yields.

The manufacture and assembly of integrated circuits, particularly non-volatile, erasable CMOS
memory and logic devices such as those that we produce, are complex processes. These
processes are sensitive to a wide variety of factors, including the level of contaminants in the
manufacturing environment, impurities in the materials used, the performance of our wafer
fabrication personnel and equipment, and other quality issues. As is typical in the
semiconductor industry, we have from time to time experienced lower than anticipated
manufacturing yields. Our operating results will suffer if we are unable to maintain yields at
approximately the current levels. This could include delays in the recognition of revenue, loss
of revenue or future orders, and customer-imposed penalties for failure to meet contractual
shipment deadlines.

Our operating results are also adversely affected when we operate at less than optimal
capacity. Lower capacity utilization results in certain costs being charged directly to expense
and lower gross margins.

We are dependent on orders that are received and shipped in the same quarter and are
therefore limited in our visibility of future product shipments.

Our net sales in any given quarter depend upon a combination of shipments from backlog and
orders received in that quarter for shipment in that quarter, which we refer to as turns orders.
We measure turns orders at the beginning of a quarter based on the orders needed to meet
the shipment targets that we set entering the quarter. Historically, we have relied on our
ability to respond quickly to customer orders as part of our competitive strategy, resulting in
customers placing orders with relatively short delivery schedules. Shorter lead times generally
mean that turns orders as a percentage of our business are relatively high in any particular
quarter and reduces our backlog visibility on future product shipments. Turns orders correlate
to overall semiconductor industry conditions and product lead times. Because turns orders are
difficult to predict, varying levels of turns orders make our net sales more difficult to forecast.
If we do not achieve a sufficient level of turns orders in a particular quarter relative to our
revenue targets, our revenue and operating results may suffer.

Intense competition in the markets we serve may lead to pricing pressures, reduced sales of
our products or reduced market share.

The semiconductor industry is intensely competitive and has been characterized by price
erosion and rapid technological change. We compete with major domestic and international
semiconductor companies, many of which have greater market recognition and substantially
greater financial, technical, marketing, distribution and other resources than we do with which
to pursue engineering, manufacturing, marketing and distribution of their products. We may
be unable to compete successfully in the future, which could harm our business.
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Our ability to compete successfully depends on a number of factors both within and outside
our control, including, but not limited to:

e the quality, performance, reliability, features, ease of use, pricing and diversity of our
products;

e our success in designing and manufacturing new products including those implementing new
technologies;

e the rate at which customers incorporate our products into their own applications;
e product introductions by our competitors;
e the number, nature and success of our competitors in a given market;

e our ability to obtain adequate supplies of raw materials and other supplies at acceptable
prices;

e our ability to protect our products and processes by effective utilization of intellectual
property rights;

¢ the quality of our customer service and our ability to address the needs of our customers,
and

* general market and economic conditions.

Historically, average selling prices in the semiconductor industry decrease over the life of any
particular product. The overall average selling prices of our microcontroller and proprietary
analog and interface products have remained relatively constant, while average selling prices of
our Serial EEPROM and non-proprietary analog and interface products have declined over time.

We have experienced, and expect to continue to experience, modest pricing declines in certain
of our more mature proprietary product lines, due primarily to competitive conditions. We
have been able to moderate average selling price declines in many of our proprietary product
lines by continuing to introduce new products with more features and higher prices. However,
there can be no assurance that we will be able to do so in the future. We have experienced in
the past and expect to continue to experience in the future varying degrees of competitive
pricing pressures in our Serial EEPROM and non-proprietary analog products.

We may be unable to maintain average selling prices for our products as a result of increased
pricing pressure in the future, which could adversely impact our operating results.

Our business is dependent on selling through distributors.

Sales through distributors accounted for approximately 65% of our net sales in fiscal 2007 and
the first six months of fiscal 2008. Our two largest distributors together accounted for
approximately 21% of our net sales in fiscal 2007. Our largest distributor accounted for
approximately 11% of our net sales during the first six months of fiscal 2008. We do not have
long-term agreements with our distributors and both we and our distributors may each
terminate our relationship with little or no advance notice.

During fiscal 2006, we reduced the gross margin that certain of our distributors earn when
they sell our products. We reduced these distributors’ gross margins because we believed these
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distributors did not have sufficient technical sales resources to properly address the
marketplace for our products. Since fiscal 2006, we have added a significant number of
technical sales employees throughout our worldwide sales organization to address the support
requirements for both our OEM and distribution customers. Although these actions have not
had a material adverse impact on the overall effectiveness of our distribution channel, there
can be no assurance that there will not be an adverse impact in the future.

The loss of, or a disruption in the operations of, one or more of our distributors could reduce
our net sales in a given period and could result in an increase in inventory returns.

Our success depends on our ability to introduce new products on a timely basis.

Our future operating results will depend on our ability to develop and introduce new products
on a timely basis that can compete effectively on the basis of price and performance and which
address customer requirements. The success of our new product introductions depends on
various factors, including, but not limited to:

e proper new product selection;
e timely completion and introduction of new product designs;

e development of support tools and collateral literature that make complex new products easy
for engineers to understand and use; and

e market acceptance of our customers’ end products.

Because our products are complex, we have experienced delays from time to time in
completing development of new products. In addition, our new products may not receive or
maintain substantial market acceptance. We may be unable to design, develop and introduce
competitive products on a timely basis, which could adversely impact our future operating
results.

Our success also depends upon our ability to develop and implement new design and process
technologies. Semiconductor design and process technologies are subject to rapid technological
change and require significant R&D expenditures. We and other companies in the industry
have, from time to time, experienced difficulties in effecting transitions to advanced process
technologies and, consequently, have suffered reduced manufacturing yields or delays in
product deliveries. Our future operating results could be adversely affected if any transition to
future process technologies is substantially delayed or inefficiently implemented.

We must attract and retain qualified personnel to be successful, and competition for qualified
personnel is intense in our market.

Our success depends upon the efforts and abilities of our senior management, engineering and
other personnel. The competition for qualified engineering and management personnel is
intense.

We may be unsuccessful in retaining our existing key personnel or in attracting and retaining
additional key personnel that we require. The loss of the services of one or more of our key
personnel or the inability to add key personnel could harm our business. We have no
employment agreements with any member of our senior management team. As a result of the
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anticipated impact that the adoption of SFAS No. 123R in our first fiscal quarter of 2007 would
have on our results of operations, we changed our equity compensation program during fiscal
2006. We now grant fewer equity based shares per employee and the type of equity
instrument is generally restricted stock units rather than stock options. This change in our
equity compensation program may make it more difficult for us to attract or retain qualified
management and engineering personnel, which could have an adverse effect on our business.

We are dependent on several contractors to perform key manufacturing functions for us.

We use several contractors located in Asia for a portion of the assembly and testing of our
products. We also rely on outside wafer foundries for a portion of our wafer fabrication.
Although we own the majority of our manufacturing resources, the disruption or termination
of any of our contractors could harm our business and operating results.

Our use of third parties involves some reduction in our level of control over the portions of our
business that we subcontract. Our future operating results could suffer if any contractor were
to experience financial, operations or production difficulties or situations when demand
exceeds capacity, or if they were unable to maintain manufacturing yields, assembly and test
yields and costs at approximately their current levels, or if due to their locations in foreign
countries they were to experience political upheaval or infrastructure disruption. Further,
procurement from third parties is done by purchase order and contracts. If these third parties
are unable or unwilling to timely deliver products or services conforming to our quality
standards, we may not be able to qualify additional manufacturing sources for our products in
a timely manner or at all, and such arrangements, if any, may not be on favorable terms to us.
In such event, we could experience an interruption in production, an increase in manufacturing
and production costs, decline in product reliability, and our business and operating results
could be adversely affected.

We may lose sales if our suppliers of raw materials and equipment fail to meet our needs.

Our semiconductor manufacturing operations require raw materials and equipment that must
meet exacting standards. We generally have more than one source for these supplies, but there
are only a limited number of suppliers capable of delivering various raw materials and
equipment that meet our standards. The raw materials and equipment necessary for our
business could become more difficult to obtain as worldwide use of semiconductors in product
applications increases. We have experienced supply shortages from time to time in the past,
and on occasion our suppliers have told us they need more time than expected to fill our
orders or that they will no longer support certain equipment with updates or spare and
replacements parts. An interruption of any raw materials or equipment sources, or the lack of
supplier support for a particular piece of equipment, could harm our business.

Our operating results may be impacted by both seasonality and the wide fluctuations of
supply and demand in the semiconductor industry.

The semiconductor industry is characterized by seasonality and wide fluctuations of supply and
demand. Since a significant portion of our revenue is from consumer markets and international
sales, our business may be subject to seasonally lower revenues in particular quarters of our
fiscal year. However, broad strength in our overall business in certain recent periods and
semiconductor industry conditions have had a more significant impact on our results than
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seasonality, and has made it difficult to assess the impact of seasonal factors on our business.
The industry has also experienced significant economic downturns, characterized by diminished
product demand and production over-capacity. We have sought to reduce our exposure to this
industry cyclicality by selling proprietary products that cannot be easily or quickly replaced, to a
geographically diverse base of customers across a broad range of market segments. However,
we have experienced substantial period-to-period fluctuations in operating results and expect,
in the future, to experience period-to-period fluctuations in operating results due to general
industry or economic conditions.

We are exposed to various risks related to legal proceedings or claims.

We are currently, and in the future may be, involved in legal proceedings or claims regarding
patent infringement, intellectual property rights, contracts and other matters. As is typical in
the semiconductor industry, we receive notifications from customers from time to time who
believe that we owe them indemnification or other obligations related to infringement claims
made against the customers by third parties. These legal proceedings and claims, whether with
or without merit, could result in substantial cost to us and divert our resources. If we are not
able to resolve a claim, negotiate a settlement of a matter, obtain necessary licenses on
commercially reasonable terms, reengineer our products or processes to avoid infringement,
and/or successfully prosecute or defend our position, we could incur uninsured liability in any
of them, be required to take an appropriate charge to operations, be enjoined from selling a
material portion of our product line or using certain processes, suffer a reduction or
elimination in value of inventories, and our business, financial condition or results of
operations could be harmed.

It is also possible that from time to time we may be subject to warranty or product liability
claims that could lead to significant expenses related to the defense of such claims, diversion of
resources, increased costs associated with the replacement of affected products, lost revenue or
delay in recognition of revenue due to cancellation of orders and unpaid receivables, customer
imposed fines or penalties for failure to meet contractual requirements, and a requirement to
pay damages claims. Because the systems into which our products are integrated have a higher
cost of goods than the products we sell, these expenses and damages may be significantly
higher than the sales and profits we received from the products involved. While we specifically
exclude consequential damages in our standard terms and conditions, our ability to avoid such
liabilities may be limited by applicable law. We do have product liability insurance, but we do
not expect that insurance will cover all claims or be of a sufficient amount to fully protect
against such claims. Costs or payments we may make in connection with warranty or product
liability claims may adversely affect the results of our operations.

Further, we sell to customers in industries such as automotive, aerospace, and medical, where
failure of their systems could cause damage to property or persons. We may be subject to
product liability claims if our products cause the system failures. We will face increased
exposure to product liability claims if there are substantial increases in either the volume of our
sales into these applications or the frequency of system failures caused by our devices.
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Failure to adequately protect our intellectual property could result in lost revenue or market
opportunities.

Our ability to obtain patents, licenses and other intellectual property rights covering our
products and manufacturing processes is important for our success. To that end, we have
acquired certain patents and patent licenses and intend to continue to seek patents on many
of our inventions and manufacturing processes. The process of seeking patent protection can
be long and expensive, and patents may not be issued from currently pending or future
applications. In addition, our existing patents and any new patents that are issued may not be
of sufficient scope or strength to provide meaningful protection or any commercial advantage
to us. We may be subject to or may ourselves initiate interference proceedings in the U.S.
Patent and Trademark Office, which can require significant financial and management
resources. In addition, the laws of certain foreign countries do not protect our intellectual
property rights to the same extent as the laws of the United States. Infringement of our
intellectual property rights by a third party could result in uncompensated lost market and
revenue opportunities for us.

We do not typically have long-term contracts with our customers.

We do not typically enter into long-term contracts with our customers and we cannot be
certain about future order levels from our customers. When we do enter into customer
contracts, the contract is generally cancelable at the convenience of the customer. Even though
we have over 58,000 end customers and our ten largest customers made up approximately 9%
of our total revenue for the six months ended September 30, 2007, cancellation of customer
contracts could have an adverse financial impact on our revenue and profits.

Further, as the practice has become more commonplace in the industry, we have entered into
contracts with certain customers that differ from our standard terms of sale. Under these
contracts we commit to supply quantities of products on scheduled delivery dates. If we
become unable to supply the customer as required under the contract, the customer may incur
additional production costs, lost revenues due to subsequent delays in their own manufacturing
schedule, or quality related issues. Under these contracts, we may be liable for the costs the
customer has incurred. While we try to limit such liabilities, if they should arise, there may be a
material adverse impact on our results of operation and financial condition.

Business interruptions could harm our business.

Operations at any of our manufacturing facilities, or at any of our wafer fabrication or test
and assembly subcontractors, may be disrupted for reasons beyond our control, including work
stoppages, power loss, incidents of terrorism or security risk, political instability, public health
issues, telecommunications, transportation or other infrastructure failure, fire, earthquake,
floods, or other natural disasters. If operations at any of our facilities, or our subcontractors’
facilities are interrupted, we may not be able to shift production to other facilities on a timely
basis. If this occurs, we would likely experience delays in shipments of products to our
customers and alternate sources for production may be unavailable on acceptable terms. This
could result in reduced revenues and profits and the cancellation of orders or loss of customers.
In addition, business interruption insurance will likely not be enough to compensate us for any
losses that may occur and any losses or damages incurred by us as a result of business
interruptions could significantly harm our business.
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We are highly dependent on foreign sales and operations, which exposes us to foreign
political and economic risks.

Sales to foreign customers account for a substantial portion of our net sales. During fiscal 2007
and the first six months of fiscal 2008, approximately 74% of our net sales were made to
foreign customers. We purchase a substantial portion of our raw materials and equipment from
foreign suppliers. In addition, we own product assembly and testing facilities located near
Bangkok, Thailand, which has experienced periods of political uncertainty in the past. We also
use various foreign contractors for a portion of our assembly and testing and for a portion of
our wafer fabrication requirements. Substantially all of our finished goods inventory is
maintained in Thailand.

Our reliance on foreign operations, foreign suppliers, maintenance of substantially all of our
finished goods in inventory at foreign locations and significant foreign sales exposes us to
foreign political and economic risks, including, but not limited to:

e political, social and economic instability;

e public health conditions;

e trade restrictions and changes in tariffs;

e import and export license requirements and restrictions;

e difficulties in staffing and managing international operations;
e employment regulations;

e disruptions in international transport or delivery;

e fluctuations in currency exchange rates;

e difficulties in collecting receivables;

e economic slowdown in the worldwide markets served by us; and
e potentially adverse tax consequences.

If any of these risks materialize, our sales could decrease and/or our operating results could
suffer.

A substantial portion of our short-term investment portfolio is invested in auction rate
securities and if an auction fails for amounts we have invested, our investment will not be
liquid. If the issuer is unable to successfully close future auctions and their credit rating
deteriorates, we may be required to adjust the carrying value of our investment through an
impairment charge to earnings.

At September 30, 2007, $159.5 million of our investment portfolio was invested in auction rate
securities. If an auction fails for amounts we have invested, our investment will not be liquid.
At September 30, 2007, auctions for $24.9 million of our investments in auction rate securities
had failed. As a result, we will not be able to access such funds until a future auction on these
investments is successful. There are $22.4 million of the failed auctions that are insured for
their principal and interest in the case of default. If the issuers are unable to successfully close
future auctions and their credit rating deteriorates, we may be required to adjust the carrying
value of the investment through an impairment charge to earnings. Our investments in auction
rate securities that have not failed the auction process are primarily invested in municipal
bonds that have no recent history of failed auctions.

17



Interruptions in information technology systems could affect our business.

We rely on the efficient and uninterrupted operation of complex information technology
systems and networks to operate our business. Any significant system or network disruption,
including but not limited to computer viruses, security breaches, or energy blackouts could
have a material adverse impact on our operations, sales and operating results. We have
implemented measures to manage our risks related to such disruptions, but such disruptions
could negatively impact our operations and financial results. In addition, we may incur
additional costs to remedy the damages caused by these disruptions or security breaches.

The occurrence of events for which we are self-insured, or which exceed our insurance limits
may affect our profitability and liquidity.

We have insurance contracts with independent insurance companies related to many different
types of risk; however, we self-insure for some risks and obligations. In these circumstances, we
have determined that it is more cost effective to self-insure certain risks than to pay the
increased premium costs in place since the disruption in the insurance market after the events
of September 11, 2001. The risks and exposures that we self-insure include, but are not limited
to, certain property, product defects, political risks, and patent infringement. Should there be a
loss or adverse judgment or other decision in an area for which we are self-insured, then our
financial condition, result of operations and liquidity may be adversely affected.

We are subject to stringent environmental regulations, which may force us to incur significant
expenses.

We must comply with many different federal, state, local and foreign governmental regulations
related to the use, storage, discharge and disposal of toxic, volatile or otherwise hazardous
chemicals used in our products and manufacturing process. Our failure to comply with present
or future regulations could result in the imposition of fines, suspension of production or a
cessation of operations. Such environmental regulations have required us in the past and could
require us in the future to acquire costly equipment or to incur other significant expenses to
comply with such regulations. Any failure by us to control the use of or adequately restrict the
discharge of hazardous substances could subject us to future liabilities. Environmental problems
may occur that could subject us to future costs or liabilities.

Over the past few years, there has been an expansion in environmental laws focusing on
reducing or eliminating hazardous substances in electronic products. For example, the EU RoHS
Directive provided that beginning July 1, 2006, electronic products sold into Europe were
required to meet stringent chemical restrictions, including the absence of lead. China is
adopting similar requirements. The first phase of the China legislation requires labeling and
chemical content disclosure for all electronic products sold into or within China after

February 28, 2007. While at this time our semiconductor products do not directly fall under the
China legislation, we have complied with it in order to support our customers’ compliance
efforts. As the Chinese legislation is further implemented or other similar laws are adopted, we
may need to take additional compliance activities. These laws impact our products and may
make it more expensive for us to manufacture and sell our products. It may be difficult to
timely comply with these laws and we may not have sufficient quantities of compliant
materials to meet customers’ needs, thereby adversely impacting our sales and profitability. We

18



may also have to write off inventory in the event that we hold inventory that is not saleable as
a result of changes to regulations.

Regulatory authorities in jurisdictions into which we ship our products could levy fines or
restrict our ability to export products.

A significant portion of our sales are made outside of the United States through exporting and
re-exporting of products. In addition to local jurisdictions’ export regulations, our U.S.
manufactured products or products based on U.S. technology are subject to Export
Administration Regulations (“EAR"”) when exported and re-exported to and from all
international jurisdictions. Licenses or proper license exceptions may be required for the
shipment of our products to certain countries. Non-compliance with the EAR or other export
regulations can result in penalties including denial of export privileges, fines, criminal penalties,
and seizure of products. Such penalties could have a material adverse effect on our business
including our ability to meet our net sales and earnings targets.

The outcome of currently ongoing and future examinations of our income tax returns by the
IRS could have an adverse effect on our results of operations.

We are subject to continued examination of our income tax returns by the Internal Revenue
Service and other tax authorities. We regularly assess the likelihood of adverse outcomes
resulting from these examinations to determine the adequacy of our provision for income
taxes. There can be no assurance that the outcomes from these continuing examinations will
not have an adverse effect on our future operating results.

In the event we make acquisitions, we may not be able to successfully integrate such
acquisitions or attain the anticipated benefits.

While acquisitions do not represent a major part of our growth strategy, from time to time we
may consider strategic acquisitions if such opportunities arise. Any transactions that we
complete may involve a number of risks, including: the diversion of our management’s
attention from our existing business to integrate the operations and personnel of the acquired
business, or possible adverse effects on our operating results during the integration process. In
addition, we may not be able to successfully or profitably integrate, operate, maintain and
manage any newly acquired operations or employees. We may not be able to maintain uniform
standards, controls, procedures and policies, and this may lead to operational inefficiencies.

Risks related to the debentures

The debentures are our unsecured junior obligations and are subordinated in right of payment
to our existing and future senior debt obligations, including any secured debt we may incur.

The debentures will be unsecured and subordinated in right of payment to all of our existing
and future senior debt. Because the debentures are subordinate to our senior debt, if we
experience:

® a bankruptcy, liquidation or reorganization, or
e an acceleration of the debentures due to an event of default under the indenture,

we will be permitted to make payments on the debentures only after we have satisfied all of
our senior debt obligations. Also, if payment or other defaults occur on our senior debt,
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payments on the debentures may be blocked indefinitely or for specified periods. Therefore,
payments on the debentures may be delayed or not permitted or we may not have sufficient
assets remaining to pay amounts due on any or all of the debentures.

The indenture for the debentures does not limit our ability, or that of any of our presently
existing or future subsidiaries, to incur senior debt, other indebtedness or other liabilities. As of
September 30, 2007, we did not have any senior debt outstanding. From time to time we and
our subsidiaries may incur additional indebtedness, including senior debt, which could adversely
affect our ability to pay our obligations under the debentures.

In addition, the debentures will not be secured by any of our assets or those of our
subsidiaries. As a result, the debentures will be effectively subordinated to any secured debt we
may incur to the extent of the value of the collateral securing such indebtedness. In any
liquidation, dissolution, bankruptcy or other similar proceeding, holders of our secured debt
may assert rights against any assets securing such debt in order to receive full payment of their
debt before those assets may be used to pay the holders of the debentures. In such an event,
we may not have sufficient assets remaining to pay amounts due on any or all of the
debentures.

We rely on certain of our subsidiaries as sources of cash and your right to receive payments
on the debentures is effectively subordinated to all existing and future liabilities of our
subsidiaries.

The debentures will be obligations exclusively of Microchip, and we conduct a considerable
portion of our operations through our subsidiaries. During the year ended March 31, 2006 and
the six months ended September 30, 2007, our subsidiaries generated 72.4% and 73.2%,
respectively, of our consolidated revenue. Accordingly, funds received from our subsidiaries are
significant sources of cash for us. The amount of funds received by us from our subsidiaries
depends largely upon each subsidiary’s earnings and operating capital requirements. The terms
of some of our subsidiaries’ future borrowing arrangements may limit the transfer of funds to
us. In addition, the ability of our subsidiaries to make any payments to us will depend on their
business and tax considerations and legal restrictions.

None of our subsidiaries will guarantee our obligations under, or have any obligation to pay
any amounts due on, the debentures. As a result, the debentures will be effectively
subordinated to all liabilities, including trade payables, of our subsidiaries. Our rights and the
rights of our creditors, including holders of the debentures, to participate in the assets of any
of our subsidiaries upon their liquidation or recapitalization will generally be subordinate to
the prior claims of those subsidiaries’ creditors. At September 30, 2007, our subsidiaries had
approximately $74.3 million of outstanding indebtedness and other liabilities, excluding
intercompany liabilities and liabilities of a type not required to be reflected on the balance
sheet of such subsidiaries in accordance with generally accepted accounting principles.
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The indenture for the debentures contains only limited covenants and the limited protections
in the indenture and the debentures against certain types of important corporate events may
not protect your investment.

The indenture for the debentures does not:

* require us to maintain any financial ratios or specific levels of net worth, revenues, income,
cash flows or liquidity;

e protect holders of the debentures in the event that we experience significant adverse
changes in our financial condition or results of operations;

e limit our ability to incur either secured or unsecured indebtedness;

e limit our subsidiaries’ ability to incur indebtedness, which would effectively rank senior to the
debentures;

e restrict our subsidiaries’ ability to issue securities or incur liabilities that would be structurally
senior to our indebtedness;

e restrict our ability to prepay or repurchase our securities, except during any extension of the
interest payment period for the debentures; or

e restrict our ability to make investments or pay dividends or make other payments in respect
of our common stock, except during any extension of the interest payment period for the
debentures.

Our and our subsidiaries’ ability to recapitalize, incur additional debt and take a number of
other actions that are not limited by the terms of the debentures could have the effect of
diminishing our ability to make payments on the debentures when due, and require us to
dedicate a substantial portion of our cash flow from operations to payments on our
indebtedness, which would reduce the availability of cash flow to fund our operations,
working capital and capital expenditures.

Some significant restructuring transactions may not constitute a fundamental change, in which
case we would not be obligated to offer to repurchase the debentures.

Upon the occurrence of a fundamental change, you will have the right to require us to
repurchase the debentures. However, the fundamental change provisions will not afford
protection to holders of debentures in the event of certain transactions. For example, any
leveraged recapitalization, refinancing, restructuring, or acquisition initiated by us will
generally not constitute a fundamental change requiring us to repurchase the debentures. In
the event of any such transaction, holders of the debentures will not have the right to require
us to repurchase the debentures, even though any of these transactions could increase the
amount of our indebtedness, or otherwise adversely affect our capital structure or any credit
ratings, thereby adversely affecting the holders of debentures.

Restricted convertibility of the debentures could result in your receiving less than the value of
the cash and common stock, if any, into which a debenture would otherwise be convertible.

The debentures are convertible only if specified conditions are met. If these conditions are not
met, you will not be able to convert your debentures, and you will not be able to receive the
cash and/or common stock, into which the debentures would otherwise be convertible.
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Upon conversion of the debentures, we will pay a settlement amount consisting of cash
and/or shares of our common stock based upon a specified observation period, and you may
receive less proceeds than expected.

We will satisfy our conversion obligation to holders by delivering cash, shares of our common
stock or any combination thereof, at our option. If we satisfy our conversion obligation solely
in cash or through delivery of a combination of cash and shares of our common stock, the
settlement amount will be based on a daily conversion value calculated on a proportionate
basis for each trading day in the 25 trading day observation period, which generally will not
commence until four trading days after the related conversion date. Accordingly, upon
conversion of a debenture, holders might not receive any shares of our common stock, or they
might receive fewer shares of common stock than would be implied by the conversion value of
the debenture as of the conversion date (as defined under “Description of debentures”). This is
particularly true with respect to any conversion occurring after the date of issuance of a notice
of redemption as described under “Description of debentures—Optional redemption,” for
which the observation period will begin on the 27t scheduled trading day prior to the
applicable redemption date. In addition, because of the 25 trading day observation period and
the date on which it commences, settlement of conversions settled solely in cash or in a
combination of cash and shares of our common stock generally will be delayed until at the
least the 32" trading day following the related conversion date. See “Description of
debentures.” Upon conversion of the debentures, you may receive consideration worth less
than the conversion value of the debenture as of the conversion date because the value of our
common stock may decline (or not appreciate as much as you may expect) between the
conversion date and the end of the observation period.

Our ability to deliver cash upon conversion of the debentures (other than for fractional shares)
will be subject to the subordination provisions of the indenture. Any failure to convert the
debentures into cash and/or shares of our common stock upon exercise of a holder’s conversion
right in accordance with the provisions of the indenture would constitute a default under the
indenture. In addition, a default under the indenture could lead to a default under existing
and future agreements governing our indebtedness. If, due to a default, the repayment of
related indebtedness were to be accelerated after any applicable notice or grace periods, we
may not have sufficient funds to repay such indebtedness and the debentures.

The conversion rate of the debentures may not be adjusted for all dilutive events.

The conversion rate of the debentures will be subject to adjustment for certain events,
including, but not limited to, the issuance of stock dividends on our common stock, the
issuance of certain rights or warrants, subdivisions, combinations, distributions of capital stock,
indebtedness or assets, cash dividends and certain issuer tender or exchange offers as described
under “Description of debentures—Conversion rights—Conversion rate adjustments.” However,
the conversion rate will not be adjusted for other events, such as a third-party tender or
exchange offer or an issuance of common stock for cash, that may adversely affect the trading
price of the debentures or the common stock. An event that adversely affects the value of the
debentures may occur, and that event may not result in an adjustment to the conversion rate.

22



The adjustment to the conversion rate for debentures converted in connection with certain
fundamental changes may not adequately compensate you for any lost value of your
debentures as a result of such transaction.

If certain fundamental changes occur, under certain circumstances we will increase the
conversion rate by a number of additional shares of our common stock for debentures
converted in connection with such fundamental change. The increase in the conversion rate
will be determined based on the date on which the fundamental change becomes effective
and the price paid per share of our common stock in such transaction, as described below
under “Description of debentures—Conversion rights—Adjustments to shares delivered upon
conversion in connection with certain fundamental changes.” The adjustment to the conversion
rate for debentures converted in connection with a fundamental change may not adequately
compensate you for any lost value of your debentures as a result of such transaction. In
addition, if the price of our common stock in the transaction is greater than $100.00 per share
or less than $29.70 per share (in each case, subject to adjustment), no adjustment will be made
to the conversion rate. In addition, in no event will the total number of shares of common
stock issuable upon conversion exceed 33.6700 per $1,000 principal amount of debentures,
subject to adjustments in the same manner as the conversion rate as set forth under
“Description of debentures—Conversion rights—Conversion rate adjustments.”

Our obligation to increase the conversion rate in connection with any such fundamental
change could be considered a penalty, in which case the enforceability thereof would be
subject to general principles of reasonableness of economic remedies.

If the market price of our common stock decreases, the market price of the debentures may
similarly decrease.

We expect that the market price of the debentures will be significantly affected by the market
price of our common stock. This may result in greater volatility in the market price of the
debentures than would be expected for debt securities. The market price of our common stock
will likely continue to fluctuate in response to factors including the factors discussed elsewhere
in the sections of this offering memorandum titled “Risk factors” and “Forward-looking
statements,” many of which are beyond our control. For instance, the price of our common
stock could be affected by sales of our common stock by investors who view the debentures as
a more attractive means of equity participation in our company than our common stock, or by
other hedging or arbitrage trading activity that may develop involving our common stock. This
hedging or arbitrage could, in turn, affect the trading price of the debentures.

We have not historically maintained substantial levels of indebtedness, and our financial
condition and results of operations could be adversely affected if we do not effectively
manage our liabilities.

As a result of the sale of the debentures, we will have a substantially greater amount of long
term debt than we have maintained in the past. Our maintenance of substantial levels of debt
could adversely affect our flexibility to take advantage of corporate opportunities and could
adversely affect our financial condition and results of operations.
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The debentures may not have an active market and their price may be volatile. You may be
unable to sell your debentures at the price you desire or at all.

There is no existing trading market for the debentures. As a result, there can be no assurance
that a liquid market will develop or be maintained for the debentures, that you will be able to
sell any of the debentures at a particular time (if at all) or that the prices you receive if or
when you sell the debentures will be above their initial offering price. We do not intend to list
the debentures on any national securities exchange. The initial purchasers have advised us that
they intend to make a market in the debentures after this offering is completed, but they have
no obligation to do so and may cease their market-making at any time without notice. In
addition, market-making will be subject to the limits imposed by the Securities Act and the
Exchange Act and may be limited during the pendency of any shelf registration statement or
exchange offer. The liquidity of the trading market in the debentures, and the market price
quoted for the debentures, may be adversely affected by, among other things:

e changes in the overall market for debt securities;

e changes in our financial performance or prospects;

e the prospects for companies in our industry generally;

e the number of holders of the debentures;

e the interest of securities dealers in making a market for the debentures; and
e prevailing interest rates.

We have not registered the sale of the debentures or common stock that may be issuable
upon conversion, which will limit your ability to resell them.

We have not registered the sale of either the debentures or the shares of common stock that
may be issuable upon conversion of the debentures under the Securities Act or any state
securities laws. As a result, they may be offered or sold only if:

e an applicable exemption from the registration requirements of the Securities Act and
applicable state securities laws applies to the circumstances of the sale; or

* a registration statement covering the resale of these securities is filed with the SEC and
declared effective.

Under the registration rights agreement applicable to the debentures, we are required to file
and use our reasonable efforts to have declared effective a shelf registration statement
registering the sale of the debentures and the common stock issuable upon the conversion of
the debentures. However, we may not be successful in having that registration statement
declared effective on a timely basis or at all, and any such registration statement may not be
available to holders at all times. Failure to have the registration statement declared effective
could adversely affect the liquidity and price of the debentures. In addition, selling
securityholders may be subject to certain restrictions and potential liability under the Securities
Act.

The debentures may not be rated or may receive a lower rating than anticipated.

We do not intend to seek a rating on the debentures. However, if one or more rating agencies
rates the debentures and assigns the debentures a rating lower than the rating expected by
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investors, or reduces their rating in the future, the market price of the debentures and our
common stock could be harmed.

We may not have the ability to repurchase the debentures in cash upon the occurrence of a
fundamental change.

Holders of the debentures will have the right to require us to repurchase the debentures upon
the occurrence of a fundamental change as described under “Description of debentures—
Fundamental change permits holders to require us to repurchase debentures.” We may not
have sufficient funds to repurchase the debentures or to make the required repayment at such
time or have the ability to arrange necessary financing on acceptable terms.

A fundamental change may also constitute an event of default or prepayment under, or result
in the acceleration of the maturity of, our then-existing indebtedness. Our ability to repurchase
the debentures in cash or make any other required payments may be limited by law or the
terms of other agreements relating to our indebtedness outstanding at the time. Our failure to
repurchase the debentures or pay cash in respect of conversions if required would result in an
event of default with respect to the debentures.

Conversion of the debentures will dilute the ownership interest of existing stockholders,
including holders who had previously converted their debentures.

The conversion of some or all of the debentures will dilute the ownership interests of existing
stockholders to the extent we deliver common stock upon conversion of the debentures. Any
sales in the public market of any common stock issuable upon such conversion could adversely
affect prevailing market prices of our common stock. In addition, the existence of the
debentures may encourage short selling by market participants because the conversion of the
debentures could be used to satisfy short positions, or anticipated conversion of the debentures
into shares of our common stock could depress the price of our common stock.

If you hold debentures, you will not be entitled to any rights with respect to our common
stock, but you will be subject to all changes made with respect to our common stock.

If you hold debentures, you will not be entitled to any rights with respect to our common
stock (including, without limitation, voting rights and rights to receive any dividends or other
distributions on our common stock, other than extraordinary dividends that our board of
directors designates as payable to the holders of the debentures), but if you subsequently
convert your debentures and we elect to deliver common stock upon such conversion, you will
be subject to all changes affecting the common stock. You will have rights with respect to our
common stock only if and when we deliver shares of common stock to you upon conversion of
your debentures and, to a limited extent, under the conversion rate adjustments applicable to
the debentures. For example, in the event that an amendment is proposed to our certificate of
incorporation or bylaws requiring stockholder approval and the record date for determining
the stockholders of record entitled to vote on the amendment occurs prior to delivery of
common stock to you, you will not be entitled to vote on the amendment, although you will
nevertheless be subject to any changes in the powers or rights of our common stock that result
from such amendment.
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Our share repurchases may affect the value of the debentures and our common stock.

We expect to use up to approximately $639 million of the net proceeds of this offering to
repurchase shares of our common stock. Such repurchases will be made in negotiated
transactions with institutional investors concurrent with this offering.

We expect the price per share of the common stock repurchased in such negotiated
transactions with institutional investors to be equal to the closing price of our common stock
on the date of sale of the debentures. Any such repurchases will be made through J.P. Morgan
Securities Inc. as our agent concurrently with this offering. We also have in the past
repurchased and expect to continue to repurchase additional shares of our common stock
pursuant to our previously announced stock repurchase program.

The above activities could have the effect of raising or maintaining the market price of our
common stock above market levels that would otherwise have prevailed, or preventing or
retarding a decline in the market price of our common stock.

Our stock price has historically been volatile and may continue to be volatile. The price of our
common stock, and therefore the price of the debentures, may fluctuate significantly, which
may make it difficult for holders to resell the debentures or the shares of our common stock
issuable upon conversion of the debentures when desired or at attractive prices.

The trading price of our common stock has been and may continue to be subject to wide
fluctuations. Since the fiscal year ended March 31, 2007 through December 3, 2007, the closing
sale price of our common stock on The Nasdaq Global Select Market ranged from $27.57 to
$42.06 per share, and the closing sale price on December 3, 2007 was $29.70 per share. The
future trading price of our common stock and therefore the debentures could be subject to
wide fluctuations in response to a variety of factors, many of which are beyond our control,
including, but not limited to:

e quarterly variations in our operating results and the operating results of other technology
companies;

e actual or anticipated announcements of technical innovations or new products by us or our
competitors;

e changes in analysts’ estimates of our financial performance or buy/sell recommendations;
e changes in our financial guidance or our failure to meet such guidance;

e general conditions in the semiconductor industry, and

e worldwide economic and financial conditions.

In the past, many companies have been the subject of securities class action litigation following
periods of volatility in the market price of their stock. If we become involved in securities class
action litigation in the future, it could result in substantial costs and diversion of our
management’s attention and resources and could harm our stock price, business, prospects,
results of operations and financial condition.

In addition, the stock market in general, and prices for companies in our industry, have
experienced extreme volatility that often has been unrelated to the operating performance of
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such companies. These broad market and industry fluctuations may adversely affect the price of
our stock, regardless of our operating performance. Because the debentures are convertible
into shares of our common stock or cash based upon the value of our common stock, volatility
or depressed prices of our common stock could have a similar effect on the trading price of the
debentures. Holders who receive common stock upon conversion also will be subject to the risk
of volatility and depressed prices of our common stock. In addition, the existence of the
debentures may encourage short selling in our common stock by market participants because
the conversion of the debentures could depress the price of our common stock.

Additionally, volatility or a lack of positive performance in our stock price may adversely affect
our ability to retain key employees.

Sales of a significant number of shares of our common stock in the public markets, or the
perception of such sales, could depress the market price of the debentures.

Sales of a substantial number of shares of our common stock or other equity-related securities
in the public markets could depress the market price of the debentures, our common stock, or
both, and impair our ability to raise capital through the sale of additional equity securities. We
cannot predict the effect that future sales of our common stock or other equity-related
securities would have on the market price of our common stock or the value of the
debentures. The price of our common stock could be affected by possible sales of our common
stock by investors who view the debentures as a more attractive means of equity participation
in our company and by hedging or arbitrage trading activity which we expect to occur
involving our common stock. This hedging or arbitrage could, in turn, affect the market price
of the debentures.

We may not be able to refinance the debentures if required or if we so desire.

We may need or desire to refinance all or a portion of the debentures or any other future
indebtedness that we incur on or before the maturity of the debentures. There can be no
assurance that we will be able to refinance any of our indebtedness on commercially
reasonable terms, if at all.

The debentures will initially be held in book-entry form and, therefore, you must rely on the
procedures and the relevant clearing systems to exercise your rights and remedies.

Unless and until certificated debentures are issued in exchange for book-entry interests in the
debentures, owners of the book-entry interests will not be considered owners or holders of
debentures. Instead, the common depository, or its nominee, will be the sole holder of the
debentures. Payments of principal, interest (including any contingent interest) and other
amounts owing on or in respect of the debentures in global form will be made to the paying
agent, which will make payments to DTC. Thereafter, such payments will be credited to DTC
participants’ accounts that hold book-entry interests in the debentures in global form and
credited by such participants to indirect participants. Unlike holders of the debentures
themselves, owners of book-entry interests will not have the direct right to act upon our
solicitations for consents or requests for waivers or other actions from holders of the
debentures. Instead, if you own a book-entry interest, you will be permitted to act only to the
extent you have received appropriate proxies to do so from DTC or, if applicable, a participant.
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We cannot assure you that procedures implemented for the granting of such proxies will be
sufficient to enable you to vote on any requested actions on a timely basis.

You may be subject to tax if we make or fail to make certain adjustments to the conversion
rate of the debentures even though you do not receive a corresponding cash distribution.

The conversion rate of the debentures is subject to adjustment in certain circumstances,
including the payment of certain cash dividends. If the conversion rate is adjusted as a result of
a distribution that is taxable to our common stockholders, such as a cash dividend, you may be
deemed to have received a taxable dividend subject to U.S. federal income tax without the
receipt of any cash. In addition, a failure to adjust (or to adjust adequately) the conversion rate
after an event that increases your proportionate interest in our Company could be treated as a
deemed taxable dividend to you.

If certain types of fundamental changes occur on or prior to the maturity date of the
debentures, under some circumstances, we will increase the conversion rate for debentures
converted in connection with the fundamental change. Such increase may also be treated as a
distribution subject to U.S. federal income tax as a dividend. See “Material U.S. federal income
tax considerations.”

If you are a non-U.S. holder (as defined in “Material U.S. federal income tax considerations”),
any deemed dividend would be subject to U.S. federal withholding tax at a 30% rate, or such
lower rate as may be specified by an applicable treaty, which may be set off against
subsequent payments. See “Material U.S. federal income tax considerations.”

U.S. holders will recognize income for U.S. federal income tax purposes in excess of the
current cash payments on the debentures and will recognize ordinary income on the
disposition of the debentures.

Pursuant to the terms of the indenture, we and each holder of the debentures agree to treat
the debentures, for U.S. federal income tax purposes, as “contingent payment debt
instruments.” Under this characterization, the debentures will be treated as issued with original
issue discount for U.S. federal income tax purposes, and each U.S. holder will be required to
include such original issue discount in gross income as it accrues regardless of the holder’s
method of tax accounting. The amount of original issue discount required to be included in the
holder’s gross income for each year generally will be in excess of the payments and accruals on
the debentures for non-tax purposes and in advance of the receipt of cash or other property
attributable thereto in that year. A U.S. holder will recognize gain or loss on the sale,
exchange, conversion, repurchase or redemption of a debenture in an amount equal to the
difference between the amount realized, including the fair market value of any of our
common stock received, and the holder’s adjusted tax basis in the debenture. Any such gain
will be treated as ordinary interest income and any such loss will be ordinary loss to the extent
of the interest previously included in gross income and, thereafter, capital loss. All holders
should read the discussion of certain U.S. federal income tax consequences of the purchase,
ownership, and the disposition of the debentures that is contained in this offering
memorandum under the heading “Certain U.S. federal income tax considerations.”
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Use of proceeds

We estimate that the net proceeds from this offering will be approximately $1.01 billion, after
deducting the initial purchasers’ discounts and commissions and the estimated expenses of this
offering. If the initial purchasers’ overallotment option is exercised in full, we estimate that
such net proceeds will be approximately $1.13 billion.

We expect to use up to approximately $639 million of the net proceeds of this offering to
repurchase shares of our common stock in negotiated transactions from institutional investors
through J.P. Morgan Securities Inc., as our agent, concurrently with this offering. We expect the
price per share of the common stock repurchased in such negotiated transactions with
institutional investors to be equal to the closing price of the common stock on the date of sale
of the debentures. The remaining net proceeds from this offering will be used for future share
repurchases under existing or future repurchase programs under Rule 10b-18 and for general
corporate purposes.
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Dividend policy

Holders of our common stock are entitled to receive dividends that the board of directors may
declare from time to time. We may only pay dividends out of funds that are legally available
for that purpose.

We have paid quarterly dividends on our common stock since the third quarter of fiscal 2003.
While the board of directors expects to continue to declare dividends quarterly, there can be
no assurance that we will continue to pay dividends at these levels or at all. The following
table shows the history of per share cash dividends paid on our common stock for fiscal years
2006, 2007 and 2008.

Cash
dividend
per share

2006:
First QUarter . . ..ottt e e e e $0.095
Second QUAIET . . . . o i e e 0.125
Third QUarter . . ... .. e 0.16
Fourth Quarter . . ... ... . 0.19
2007:
First QUarter . . ... e e e e 0.215
Second QUAI BT . . . . ot i 0.235
Third Quarter . . ... .. e e 0.25
Fourth Quarter . .. ... . e e 0.265
2008:
First QUarter . . .. . e e e e 0.28
Second QUAITE . . . . ot i 0.295
Third Quarter . . ... .. 0.31
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Price range of common stock

Our common stock is traded on The Nasdaq Global Select Market under the symbol “MCHP.”
The following table sets forth, for the periods indicated, the high and low closing prices per
share of our common stock as reported by The Nasdaq Global Select Market.

High Low

Fiscal year ended March 31, 2006:
First QUarter . .. ..ot $30.68 $24.60
Second QUAIEI. . . .. ot e 32.61 28.53
Third Quarter . ... . . e e 34.64 27.30
Fourth Quarter . . ... . e e e 37.74 32.13

Fiscal year ended March 31, 2007:
First Quarter . . ... .. e 38.15 31.79
Second QUAITEI. . . .. oot e 34.88 31.11
Third Quarter . . ... .. 34.83 31.40
Fourth Quarter .. ... . e 37.49 33.21

Fiscal year ended March 31, 2008:
First Quarter . . ... .. e 42.06 35.47
Second QUAMEr . . . . . ot 39.53 36.31
Third Quarter (through December 3, 2007) .. ......... ..., 36.92  27.57

On December 3, 2007, the reported last sale price of our common stock was $29.70 per share
as reported by The Nasdaq Global Select Market.
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Capitalization

The following table sets forth our cash and cash equivalents and short-term investments and
capitalization as of September 30, 2007:

e on an actual basis; and

e on an as adjusted basis to reflect the sale of the debentures (assuming the initial purchasers’
overallotment option is not exercised), and the application of the net proceeds therefrom as
described in “Use of proceeds.”

You should read this table in conjunction with “Use of proceeds” as well as our “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and our consolidated
financial statements, including the related notes, incorporated by reference into this offering
memorandum from our annual report on Form 10-K for the fiscal year ended March 31, 2007
and our quarterly report on Form 10-Q for the fiscal quarter ended September 30, 2007.

As of September 30, 2007
(In thousands) Actual  As adjusted

Cash and cash equivalents and short-term investments. .. ......... $ 833,306 $1,204,156

Long-term debt:
2.125% Junior Subordinated Convertible Debentures due 2037 ... .. — 1,030,000

Stockholders’ equity:
Preferred stock—par value $0.001 per share; 5,000,000 shares
authorized; none issued, actual and as adjusted .. ........... — —
Common stock—par value $0.001 per share; 450,000,000 shares
authorized; 215,464,994 shares issued and outstanding, actual;

193,964,994 shares issued and outstanding, as adjusted(1) . ... .. 215 194
Additional paid-in capital . . . . ... ... 798,680 798,701
Retained earnings . . ....... .. 1,271,242 1,271,242
Accumulated other comprehensive loss. . .. .................. (3,015) (3,015)
Less shares of common stock held in treasury at cost; 3,325,000

shares, actual; 24,825,000 shares, as adjusted . . . ............. (125,149) (763,699)

Total stockholders’ equity ... ..... ... ... ... ... ... ..... 1,941,973 1,303,423

Total capitalization ........ ... ... . .. .. .. .. .. ... .. ... 1,941,973 2,333,423

(1) Excludes (i) 12,916,943 shares issuable upon exercise of options with a weighted average exercise price of $22.42 per share
and 2,093,830 shares issuable upon vesting of restricted stock units outstanding as of September 30, 2007 under our equity
compensation plans (the “Equity Plans”), (ii) 16,166,514 additional shares authorized for issuance under our Equity Plans, and
(iii) 30,156,639 shares issuable upon conversion of the debentures offered hereby. With respect to all intended repurchases of
our common stock, assumes a price per share of $29.70, the closing price of our common stock on the date of sale of the
debentures.
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Description of debentures

We will issue the debentures under an indenture to be dated as of December 7, 2007 (the
“indenture”) between us and Wells Fargo Bank, National Association, as trustee (the “trustee”).
The terms of the debentures include those expressly set forth in the indenture and those made
part of the indenture by reference to the Trust Indenture Act of 1939, as amended (the “Trust
Indenture Act”). The debentures and the shares of common stock issuable upon conversion of
the debentures will be covered by a registration rights agreement.

You may request a copy of the indenture and the registration rights agreement from us as
described under “Where you can find more information.”

The following description is a summary of the material provisions of the debentures, the
indenture and the registration rights agreement and does not purport to be complete. This
summary is subject to and is qualified by reference to all the provisions of the debentures, the
indenture and the registration rights agreement, including the definitions of certain terms used
in the indenture. We urge you to read the indenture because it, and not this description,
defines your rights as a holder of the debentures.

For purposes of this description, references to “Microchip,” “we,” “our” and “us” refer only to
Microchip Technology Incorporated and not to its subsidiaries.

General

The debentures

The debentures:

e will be our general unsecured, junior subordinated obligations;

e will be limited to an aggregate principal amount of $1,030,000,000 (or $1,150,000,000 if the
initial purchasers exercise their overallotment option in full);

e will mature on December 15, 2037 (the “maturity date”), unless earlier converted, redeemed
or repurchased;

¢ will be issued in denominations of $1,000 and integral multiples of $1,000;

e will be represented by one or more registered debentures in global form, but in certain
limited circumstances may be represented by debentures in certificated form. See
“Book-entry, settlement and clearance;”

e will be subordinated in right of payment to our existing and future senior debt and to all
indebtedness and other liabilities of our subsidiaries; and

e are eligible for The PORTAL Market.

The debentures will bear ordinary interest from December 7, 2007 at a rate of 2.125% per year
and, under certain circumstances as described below, may also bear contingent interest,
additional interest, reporting additional interest, deferred interest and/or compounded interest.
For purposes of this description, references to “interest” include all such forms of interest
except as otherwise indicated.
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Subject to the fulfillment of certain conditions and during the periods described below, the
debentures may be converted at an initial conversion rate of 29.2783 shares of common stock
per $1,000 principal amount of debentures (equivalent to a conversion price of approximately
$34.16 per share of common stock). The conversion rate is subject to adjustment if certain
events occur. Upon conversion of debentures, we will satisfy our conversion obligation by
delivering cash, shares of our common stock or any combination thereof, at our option, as
described below under “Conversion rights—Payment upon conversion.” In addition, we will
increase the conversion rate for holders that elect to convert their debentures in connection
with certain types of fundamental changes as described below under “Conversion rights—
Adjustment to shares delivered upon conversion in connection with certain fundamental
changes.” Upon conversion of debentures, you will not receive any separate payment for
accrued and unpaid interest, except under the limited circumstances described below under
“Conversion rights—General.”

The indenture does not limit the amount of debt that may be issued by us or our subsidiaries,
restrict the incurrence of liens, restrict the payment of dividends, restrict the issuance or
repurchase of our securities (except with respect to our payment of dividends or the repurchase
of our securities during any extension of the interest payment period for the debentures) or
contain financial covenants. Other than restrictions described under “Fundamental change
permits holders to require us to repurchase debentures” and “Consolidation, merger and sale
of assets” below, and except for the provisions set forth under “Conversion rights—Conversion
rate adjustments—Adjustment to shares delivered upon conversion in connection with certain
fundamental changes,” the indenture does not contain any covenants or other provisions
designed to afford holders of the debentures protection in the event of a highly leveraged
transaction involving us or in the event of a decline in our credit rating as the result of a
takeover, recapitalization, highly leveraged transaction or similar restructuring involving us that
could adversely affect such holders.

We may, without the consent of the holders, issue additional debentures under the indenture
with the same terms and with the same CUSIP numbers as the debentures offered hereby in an
unlimited aggregate principal amount; provided that such additional debentures must be
fungible with the debentures offered hereby for U.S. federal income tax purposes. We may also
from time to time repurchase the debentures in open market purchases or negotiated
transactions without prior notice to holders.

We do not intend to list the debentures on a securities exchange or interdealer quotation
system.

We use the term “debenture” in this offering memorandum to refer to each $1,000 principal
amount of debentures. We use the term “common stock” in this offering memorandum to
refer to our common stock, $0.001 par value.

Payments on the debentures; paying agent and registrar; transfer and exchange

We will pay principal of and interest on debentures in global form registered in the name of,
or held by, The Depository Trust Company (“DTC") or its nominee in immediately available
funds to DTC or its nominee, as the case may be, as the registered holder of such global
debentures.
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We will pay principal of certificated debentures at the office or agency designated by us for
that purpose. We have initially designated the trustee as our paying agent and registrar and its
corporate trust office as a place where debentures may be presented for payment or for
registration of transfer. We may, however, change the paying agent or registrar without prior
notice to the holders of the debentures, and we may act as paying agent or registrar. Interest
on certificated debentures will be payable (i) to holders having an aggregate principal amount
of $5,000,000 or less, by check mailed to the holders of these debentures and (ii) to holders
having an aggregate principal amount of more than $5,000,000, either by check mailed to each
holder or, upon application by a holder to the registrar not later than the relevant record date
(as defined below), by wire transfer in immediately available funds to that holder’s account
within the U.S., which application shall remain in effect until the holder notifies the registrar
to the contrary in writing.

A holder of debentures may transfer or exchange debentures at the office of the registrar in
accordance with the indenture. The registrar and the trustee may require a holder, among
other things, to furnish appropriate endorsements and transfer documents, including signature
guarantees. No service charge will be imposed by us, the trustee or the registrar for any
registration of transfer or exchange of debentures, but we may require a holder to pay a sum
sufficient to cover any transfer tax or other similar governmental charge required by law or
permitted by the indenture. You may not sell or otherwise transfer debentures or common
stock issued upon conversion of debentures except in compliance with the provisions set forth
below under “Transfer restrictions” and “—Registration rights.” In addition, we are not
required to transfer or exchange any debenture (i) during the 15-day period prior to the
mailing of a notice of redemption or (ii) that has been selected for redemption or surrendered
for conversion, except for the unredeemed or unconverted portion of any debentures being
redeemed or converted in part.

The registered holder of a debenture will be treated as the owner of it for all purposes.

Interest
General

The debentures will bear ordinary interest from December 7, 2007 at a rate of 2.125% per year.
We will also pay contingent interest (as defined below) on the debentures in the circumstances
described under “—Contingent interest.” Subject to the provisions set forth under “—OQOption to
extend interest payment period,” we will pay interest semi-annually in arrears on June 15 and
December 15 of each year to the holders of record at the close of business on the preceding
June 1 and December 1 (each such date, in respect of the debentures, a “record date"),
respectively, beginning June 15, 2008; provided that:

e we will not pay accrued and unpaid interest on any debentures that are converted into our
common stock. See “—Conversion rights.” If a holder of debentures converts after a record
date for an interest payment but prior to the corresponding interest payment date, the
holder on the record date will receive the interest payable on the interest payment date,
notwithstanding the conversion of such debentures prior to such interest payment date,
because that holder will have been the holder of record on the corresponding record date.
However, at the time the holder surrenders those debentures for conversion, except as
provided below, it must pay us an amount equal to the interest that will be paid on the
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related interest payment date. The preceding sentence does not apply, however, to (i) a
holder that converts debentures that have been called by us for redemption and in respect
of which we have specified a redemption date that is after a record date but on or prior to
the corresponding interest payment date, (ii) a holder that converts debentures in respect of
which we have specified a fundamental change repurchase date (as defined below) that is
after a record date but on or prior to the corresponding interest payment date or (iii) a
holder that converts debentures following the record date for the interest payment due on
December 15, 2037. Accordingly, a holder of debentures who chooses to convert its
debentures under any of the circumstances described in clauses (i), (ii) or (iii) above will not
be required to pay us, at the time it surrenders the debentures for conversion, the amount
of interest on the debentures that it would have received on the interest payment date if
the debentures had not been called for redemption, repurchased by us or converted, as
applicable. In addition, a holder that surrenders debentures for conversion will not be
required to pay us any deferred interest, compounded interest or overdue interest that exists
at the time of the conversion, regardless of whether such conversion occurs during the
period between a record date for an interest payment and the corresponding interest
payment date;

e we will pay interest to a person other than the holder of record on the record date for an
interest payment if we redeem the debentures on a date that is after the record date and
prior to such interest payment date. In this instance, we will pay accrued and unpaid interest
on the debentures being redeemed, to but not including the redemption date, to the same
person to whom we will pay the principal of such debentures;

e the record and payment dates for a contingent interest payment relating to an extraordinary
dividend (as defined below) will be set by our board of directors in connection with the
declaration of such dividend, and may not correspond to the semi-annual record and
payment dates described above. However, the record date for the payment of such interest
to holders of the debentures will be the same as the record date for the payment of the
corresponding extraordinary dividend to holders of our common stock; and

e our delivery to a holder of the cash and/or shares of our common stock, together with any
cash payment for any fractional share, into which a debenture is convertible, will be deemed
to satisfy our obligation to pay accrued and unpaid interest attributable to the period from
the issue date through the conversion date. As a result, we will treat such interest as paid in
full upon settlement rather than cancelled, extinguished or forfeited.

Interest on the debentures will be computed on the basis of a 360-day year composed of
twelve 30-day months.

If any interest payment date (other than an interest payment date coinciding with the stated
maturity date, redemption date or earlier required repurchase date upon a fundamental
change) of a debenture falls on a day that is not a business day, such interest payment date
will be postponed to the next succeeding business day. If the stated maturity date, redemption
date or earlier required repurchase date upon a fundamental change would fall on a day that
is not a business day, the required payment of interest, if any, and principal will be made on
the next succeeding business day and no interest on such payment will accrue for the period
from and after the stated maturity date, redemption date or earlier required repurchase date
upon a fundamental change to such next succeeding business day. The term “business day”
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means, with respect to any debenture, any day other than a Saturday, a Sunday or a day on
which the Federal Reserve Bank of New York is closed.

Contingent interest

Subject to the accrual, record date and payment provisions described above, beginning with
the semi-annual interest period commencing on December 15, 2017, contingent interest
(“contingent interest”) will accrue:

e during any semi-annual ordinary interest period where the average of the trading prices of
the debentures (as determined below) for the 10 trading days immediately preceding the
first day of such semiannual period is greater than or equal to the upside trigger (as defined
below), in which case such contingent interest will be payable at a rate per annum equal to
0.50% of such average trading price; and

e during any semi-annual ordinary interest period where the average of the trading prices of
the debentures for the 10 trading days immediately preceding the first day of such
semi-annual period is less than or equal to the downside trigger (as defined below) that is
applicable to such period, in which case such contingent interest will be payable at a rate per
annum equal to 0.25% of such average trading price.

In addition, we will pay contingent interest at any time the debentures are outstanding upon
the declaration by our board of directors of an extraordinary cash dividend or distribution that
in either case is made to all or substantially all holders of our common stock and that our
board of directors designates as payable with respect to the debentures (an “extraordinary
dividend”), in which case such contingent interest will be payable on the same date as, and in
an amount equal to, the dividend or distribution that a holder of debentures would have
received had such holder converted its debentures and we had settled our conversion
obligation entirely in shares of our common stock immediately prior to the record date for the
payment of such dividend or distribution to holders of our common stock (calculated as if such
debentures had been converted entirely into shares of our common stock). The record date for
the payment of such interest to holders of the debentures will also be the same as the record
date for the payment of the corresponding extraordinary dividend to holders of our common
stock.

"Upside trigger” means $1,500 per $1,000 principal amount of debentures.

“"Downside trigger” initially means $400 per $1,000 principal amount of the debentures with
respect to the semiannual ordinary interest period that begins December 15, 2017. Beginning
on June 15, 2018 and ending on December 15, 2035, the downside trigger will increase in
increments of $15 per $1,000 principal amount of debentures per semiannual ordinary interest
period on June 15 and December 15 of each year within such period. On and after

December 15, 2035, the downside trigger will be $950 per $1,000 principal amount of the
debentures. For example and for avoidance of doubt, the downside trigger will be $610 per
$1,000 principal amount of debentures during the period commencing on December 15, 2024
and ending on June 14, 2025, and will be measured against the average of the trading prices
of the debentures for the 10 trading days immediately preceding December 15, 2024.

We will notify the trustee upon a determination that contingent interest on the debentures
will accrue during a relevant semi-annual period or upon declaration by our board of directors
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of an extraordinary dividend that our board of directors designates as payable with respect to
the debentures.

The "trading price” of the debentures on any date of determination means the average of the
secondary market bid quotations per $1,000 principal amount of debentures obtained by the
bid solicitation agent for $5,000,000 principal amount of debentures at approximately

3:30 p.m., New York City time, on such determination date from three independent nationally
recognized securities dealers we select; provided that if at least three such bids cannot
reasonably be obtained by the bid solicitation agent but two such bids are obtained, then the
average of the two bids shall be used, and if only one such bid can reasonably be obtained by
the bid solicitation agent, that one bid shall be used. We will provide prompt written notice to
the bid solicitation agent identifying the three independent nationally recognized securities
dealers selected by us.

For the purpose of the foregoing contingent interest provisions, if the bid solicitation agent
cannot reasonably obtain at least one bid for $5,000,000 principal amount of debentures from
an independent nationally recognized securities dealer selected by us or, in the reasonable
judgment or our board of directors (acting through the board or a committee thereof), the bid
quotations are not indicative of the secondary market value of the debentures, then the
trading price per $1,000 principal amount of debentures will be determined by our board of
directors (acting through the board or a committee thereof) based on a good faith estimate of
the fair value of the debentures; provided that the bid solicitation agent shall not determine
the trading price of the debentures unless requested by us to do so; and provided, further, that
we shall have no obligation to make such request unless a holder of debentures provides us
with reasonable evidence that the trading price of the debentures is greater than or equal to
the upside trigger or is less than or equal to the downside trigger, at which time we will
instruct the bid solicitation agent to determine the trading price of the debentures in the
manner described herein beginning on the next trading day and on each successive trading day
until the trading price of the debentures is less than or equal to the upside trigger or is greater
than or equal to the downside trigger, as applicable. The bid solicitation agent shall be entitled
to all of the rights of the bid solicitation agent set forth in the indenture in connection with
any such determination, and any such determination shall be conclusive absent manifest error.

Option to extend interest payment period

So long as we are not in default in the payment of interest on the debentures, we will have
the right to extend the interest payment period (such extended period, an “extension period”),
including the period for payment of any contingent interest other than extraordinary dividends
and additional interest (together with the interest regularly payable on the debentures,
"deferred interest”), from time to time for a period not exceeding 10 consecutive semi-annual
interest periods; provided that such extension period shall terminate upon the occurrence of a
default or event of default, or upon notice given by us in accordance with the provisions of
the indenture; and provided further that no extension period shall extend beyond the maturity
date of the debentures. We have no current intention of exercising our right to extend an
interest payment period. No deferred interest will be due and payable during an extension
period, except at the end thereof, but deferred interest will continue to accrue and all such
accrued and unpaid deferred interest will itself bear interest at the comparable yield rate (as
defined below), compounded semi-annually (“compounded interest”). During any extension
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period, we will not (i) declare or pay any dividends on, or redeem, purchase, acquire or make a
distribution or liquidation payment with respect to, any of our common stock or preferred
stock, or make any guarantee payments with respect thereto (provided that the foregoing will
not apply (a) to repurchases, redemptions or other acquisitions of shares of our capital stock in
connection with any employment contract, benefit plan or other similar arrangement with or
for the benefit of employees, officers, directors or consultants, which contract, plan or
arrangement is approved by our board of directors, (b) as a result of an exchange or
conversion of any class or series of our capital stock for any other class or series of our capital
stock, (c) to the purchase of fractional interests in shares of our capital stock pursuant to the
conversion or exchange provisions of such capital stock or the security being converted or
exchanged or (d) to stock dividends or other stock distributions (including rights, warrants or
options to purchase capital stock) paid by us) or (ii) make any payment of principal, interest or
premium, if any, on or repay, repurchase or redeem any of our debt securities that rank in
right of payment pari passu with, or junior to, the debentures. In addition, we may not redeem
the debentures at our option or give notice of a redemption at our option during an extension
period or while there is any accrued and unpaid deferred interest with respect to the
debentures. Prior to the termination of any extension period, we may further extend the
interest payment period; provided that such extension period will be subject to the limitations
described above and, together with all such previous and further extensions thereof, may not
exceed 10 consecutive semi-annual interest payment periods or extend beyond the maturity of
the debentures.

On the first interest payment date occurring on or after the end of each extension period, we
will pay to the holders of debentures of record on the record date for such interest payment
date, regardless of who the holders of record may have been on other dates during the
extension period, all accrued and unpaid deferred interest on the debentures, including
compounded interest. Upon the termination of any extension period and the payment of all
amounts then due, we may commence a new extension period, subject to the above
requirements. We may also prepay at any time, in accordance with the notice provisions
contained in the indenture, all or any portion of the deferred interest accrued during an
extension period. Consequently, there could be multiple extension periods of varying lengths
throughout the term of the debentures, each not to exceed 10 consecutive semi-annual
interest payment periods; provided, that no such period may extend beyond the stated
maturity of the debentures. The failure by us to make deferred interest payments during an
extension period will not constitute a default or an event of default under the indenture or
our currently outstanding indebtedness.

“Comparable yield rate” means the annual interest rate that we would pay, as of the initial
issue date of the debentures, on a fixed-rate nonconvertible debt security with no contingent
payments, but with terms and conditions otherwise comparable to those of the debentures. We
expect that the comparable yield rate for the debentures will be an annual rate of 9.1%,
compounded semi-annually.

Our settlement of conversions during an extension period will be deemed to satisfy our
obligation to pay the principal amount of the debenture and accrued and unpaid interest to,
but not including, the conversion date. As a result, accrued and unpaid interest to, but not
including, the conversion date will be deemed to be paid in full rather than cancelled,
extinguished or forfeited.
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We will give notice to the trustee of our election of such extension period at least sixteen
calendar days prior to the earlier of (i) the next succeeding interest payment date or (ii) the
date we are required to give notice to The Nasdaq Global Select Market (if the debentures are
then listed thereon) or other applicable self-regulatory organization or to holders of the
debentures of the record or payment date of such related interest payment.

Subordination

The payment of the principal, any premium and interest on the debentures, including amounts
payable on any redemption or repurchase, will be subordinated to the prior payment in full of
all of our senior debt. The debentures are also effectively subordinated to any debt or other
liabilities of our subsidiaries.

As of September 30, 2007, we did not have any senior debt outstanding, and the aggregate
amount of indebtedness and other liabilities of our subsidiaries was approximately

$74.3 million, excluding intercompany liabilities and liabilities of a type not required to be
reflected on the balance sheet of such subsidiaries in accordance with generally accepted
accounting principles.

“Senior debt” is defined in the indenture to mean the principal of (and premium, if any) and
interest (including all interest accruing subsequent to the commencement of any bankruptcy or
similar proceeding, whether or not a claim for post-petition interest is allowable as a claim in
any such proceeding) on, and all fees and other amounts payable in connection with, the
following, whether absolute or contingent, secured or unsecured, due or to become due,
outstanding on the date of the indenture or thereafter created, incurred or assumed:

* our indebtedness evidenced by a credit or loan agreement, note, bond, debenture or other
written obligation;

e all of our obligations for money borrowed;
e all of our obligations evidenced by a note or similar instrument;

e our obligations (i) as lessee under leases required to be capitalized on the balance sheet of
the lessee under generally accepted accounting principles or (ii) as lessee under other leases
for facilities, capital equipment or related assets, whether or not capitalized, entered into or
leased for financing purposes (with the determination of whether a lease is entered into for
“financing purposes” to be made by us in our reasonable discretion);

e all of our obligations under any swaps, caps, floors, collars, hedge agreements, forward
contracts or similar agreements or arrangements;

e all of our obligations with respect to letters of credit, bankers’ acceptances and similar
facilities (including reimbursement obligations with respect to the foregoing);

¢ all of our obligations issued or assumed as the deferred purchase price of property or services
(but excluding trade accounts payable and accrued liabilities arising in the ordinary course of
business);

e all obligations of the type referred to in the above clauses of another person and all
dividends of another person, the payment of which, in either case, we have assumed or
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guaranteed, or for which we are responsible or liable, directly or indirectly, jointly or
severally, as obligor, guarantor or otherwise, or which are secured by a lien on our property;
and

e renewals, extensions, modifications, replacements, restatements and refundings of, or any
indebtedness or obligation issued in exchange for, any such indebtedness or obligation
described in the above clauses of this definition.

Senior debt will not include (i) the debentures, (ii) any other indebtedness or obligation if its
terms or the terms of the instrument under which or pursuant to which it is issued expressly
provide that it is not senior in right of payment to the debentures, (iii) any indebtedness or
obligation of ours to any of our subsidiaries or (iv) trade payables.

We may not make any payment on account of principal, premium or interest on the
debentures, or redeem or repurchase the debentures, if either of the following occurs:

e we default in our obligations to pay principal, premium, interest or other amounts on our
senior debt, including a default under any redemption or repurchase obligation, and the
default continues beyond any grace period that we may have to make those payments; or

e any other default occurs and is continuing on any designated senior debt (a “nonpayment
default”) and (i) the default permits the holders of the designated senior debt to accelerate
its maturity and (ii) the trustee has received a notice (a “payment blockage notice”) of the
default from us, the holder of such debt or such other person permitted to give such notice
under the indenture.

If payments on the debentures have been blocked by a payment default on senior debt,
payments on the debentures may resume when the payment default has been cured or waived
or ceases to exist. If payments on the debentures have been blocked by a nonpayment default,
payments on the debentures may resume on the earlier of (i) the date the nonpayment default
is cured or waived or ceases to exist and (ii) 179 days after the payment blockage notice is
received.

No nonpayment default that existed on the day a payment blockage notice was delivered to
the trustee can be used as the basis for any subsequent payment blockage notice. In addition,
once a holder of designated senior debt has blocked payment on the debentures by giving a
payment blockage notice, no new period of payment blockage can be commenced pursuant to
a subsequent payment blockage notice until 365 days have elapsed since the effectiveness of
the immediately prior payment blockage notice.

“Designated senior debt” means our obligations under any particular senior debt in which the
instrument creating or evidencing the same or the assumption or guarantee thereof (or related
agreements or documents to which we are a party) expressly provides that such indebtedness
shall be “designated senior debt” for purposes of the indenture. The instrument, agreement or
other document evidencing any designated senior debt may place limitations and conditions on
the right of such senior debt to exercise the rights of designated senior debt.

Upon any acceleration of the principal due on the debentures as a result of an event of default
or payment or distribution of our assets to creditors upon any dissolution, winding up,
liquidation or reorganization, whether voluntary or involuntary, marshaling of assets,
assignment for the benefit of creditors, or in bankruptcy, insolvency, receivership or other
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similar proceedings, all principal, premium, if any, interest and other amounts due on all senior
debt must be paid in full before you are entitled to receive any payment with respect to the
debentures. See “Events of default.” By reason of such subordination, in the event of
insolvency, our creditors who are holders of senior debt are likely to recover more, ratably,
than you will recover, and you will likely experience a reduction or elimination of payments on
the debentures.

In addition to the contractual subordination provisions described above, the debentures will
also be “structurally subordinated” to all indebtedness and other liabilities, including trade
payables and lease obligations, of our subsidiaries. This occurs because any right of Microchip
to receive any assets of its subsidiaries upon their liquidation or reorganization, and the right
of the holders of the debentures to participate in those assets, will be effectively subordinated
to the claims of that subsidiary’s creditors, including trade creditors, except to the extent that
Microchip itself is recognized as a creditor of such subsidiary, in which case the claims of
Microchip would still be subordinate to any security interest in the assets of the subsidiary and
any indebtedness of the subsidiary senior to that held by Microchip. The ability of our
subsidiaries to pay dividends and make other payments to us is also restricted by, among other
things, applicable corporate and other laws and regulations as well as agreements to which our
subsidiaries are or may become a party.

The indenture does not limit our ability to incur senior debt or our ability or the ability of our
subsidiaries to incur any other indebtedness or liabilities.

We may not be able to comply with the provisions of the debentures that provide that (i) upon
a fundamental change each holder may require us to repurchase all or a portion of the
debentures or (ii) upon conversion of the debentures we are required to deliver cash (other
than for fractional shares) under certain circumstances under the terms of the indenture. In
addition, we advise you that there may not be sufficient assets remaining to pay amounts due
on the debentures then outstanding in the event of our bankruptcy, liquidation, reorganization
or other winding up.

Optional redemption

No sinking fund is provided for the debentures. Prior to December 15, 2017, the debentures
will not be redeemable, except in connection with certain tax-related events. On or after
December 15, 2017 and prior to the maturity date, we may redeem for cash all or part of the
debentures if the last reported sale price of our common stock has been at least 150% of the
conversion price then in effect for at least 20 trading days during any 30 consecutive trading
day period prior to the date on which we provide notice of redemption. The redemption price
will equal 100% of the principal amount of the debentures being redeemed, plus accrued and
unpaid interest to but excluding the redemption date. We will make at least 20 semi-annual
interest payments (including the interest payment due on December 15, 2017) in the full
amount required by the indenture before any redemption of the debentures at our option.

On or prior to June 7, 2008, we may redeem the debentures in whole or in part for cash if any
tax triggering event has occurred. The redemption price for any such redemption will be equal
to 101.5% of the principal amount of the debentures being redeemed plus (i) accrued and
unpaid interest to but excluding the redemption date and (ii) if the conversion parity value of
the debentures being redeemed exceeds their initial conversion value, 91% of the amount
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determined by subtracting the initial conversion value of such debentures from their conversion
parity value.

We will give notice of redemption not less than 40 nor more than 75 days before the
redemption date by mail to the trustee, the paying agent and each holder of debentures.
However, we may not redeem the debentures at our option or give notice of redemption
during an extension period or while there is any accrued and unpaid deferred interest with
respect to the debentures.

If debentures are redeemed on a date that is after a record date for an interest payment and
prior to the corresponding interest payment date, we will pay accrued and unpaid interest to
the same person to whom we pay the principal of the debentures being redeemed rather than
to the holder of record on the record date. If debentures are redeemed on any interest
payment date, accrued and unpaid interest will be payable to holders of record on the relevant
record date.

We may not redeem any debentures unless all accrued and unpaid interest thereon has been
or is simultaneously paid for all semi-annual periods or portions thereof terminating prior to
the redemption date.

If we decide to redeem fewer than all of the outstanding debentures, the trustee will select
the debentures to be redeemed (in principal amounts of $1,000 or integral multiples thereof)
by lot, or on a pro rata basis or by another method the trustee considers fair and appropriate.

If the trustee selects a portion of your debentures for partial redemption and you convert a
portion of your debentures, the converted portion will be deemed to be from the portion
selected for redemption.

In the event of any redemption, we will not be required to

e issue, register the transfer of or exchange any debentures during the 15-day period prior to
the date on which a notice of redemption is deemed to have been given to all holders of
debentures to be redeemed; or

e register the transfer of or exchange any debentures so selected for redemption, in whole or
in part, except the unredeemed portion of any debentures being redeemed in part.

The "last reported sale price” of our common stock on any date means the closing sale price
per share (or if no closing sale price is reported, the average of the bid and ask prices or, if
more than one in either case, the average of the average bid and the average asked prices) on
that date as reported in composite transactions for the principal U.S. national or regional
securities exchange on which our common stock is listed for trading. If our common stock is
not listed for trading on a U.S. national or regional securities exchange on the relevant date,
the “last reported sale price” will be the last quoted bid price for our common stock in the
over-the-counter market on the relevant date as reported by the National Quotation Bureau or
similar organization. If our common stock is not so quoted, the “last reported sale price” will
be the average of the mid-point of the last bid and ask prices for our common stock on the
relevant date from each of at least three nationally recognized independent investment
banking firms selected by us for this purpose.
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“Tax triggering event” means the enactment of U.S. federal legislation, promulgation of
Treasury regulations, issuance of a published ruling, notice, announcement or equivalent form
of guidance by the Treasury or the Internal Revenue Service, or the issuance of a judicial
decision if Microchip determines in good faith, or receives an opinion of its outside counsel to
the effect that, any such authority will have the effect of lowering the comparable yield or
delaying or otherwise limiting the current deductibility of interest or original issue discount
with respect to the debentures, provided that Microchip determines in good faith that such
reduction, delay, or limitation is material.

“Conversion parity value” means the product of (i) the conversion rate in effect on the
redemption date and (ii) the average of the volume-weighted average prices of our common
stock for the 25 consecutive trading days ending on the trading day immediately preceding the
redemption date.

The "volume-weighted average price” of our common stock on a trading day means the price
displayed under the heading “Bloomberg VWAP"” on Bloomberg (or any successor service) page
MCHP.UQ <equity> AQR (or any successor page) in respect of the period from 9:30 a.m. to
4:00 p.m., New York City time, on that trading day, or, if such price is not available, the
volume-weighted average price per share of our common stock on that trading day as
determined by a nationally recognized independent investment banking firm retained for this
purpose by us.

“Initial conversion value” means the product of (i) the initial conversion rate, prior to
adjustments as described under “Conversion rights—Conversion rate adjustments” and
(ii) $29.70, the last reported sale price of our common stock on December 3, 2007.

Conversion rights
General

Prior to September 1, 2037, the debentures will be convertible only upon satisfaction of one or
more of the conditions described under the headings “—Conversion upon satisfaction of sale
price condition,” “—Conversion upon satisfaction of trading price condition,” “—Conversion
upon notice of redemption,” and “—Conversion upon specified corporate transactions.” On or
after September 1, 2037, holders may convert their debentures at the applicable conversion
rate at any time prior to the close of business on the business day immediately preceding the
maturity date. The initial conversion rate will be 29.2783 shares of common stock per $1,000
principal amount of debentures (equivalent to a conversion price of approximately $34.16 per
share of common stock) and will be subject to adjustment as provided below. Upon conversion
of debentures, we will satisfy our conversion obligation by delivering cash, shares of our
common stock or any combination thereof, at our option, all as set forth below under
“—Payment upon conversion.” The trustee will initially act as the conversion agent.

The conversion rate and the equivalent conversion price in effect at any given time are
referred to as the “applicable conversion rate” and the “applicable conversion price,”
respectively, and will be subject to adjustment as described below. A holder may convert fewer
than all of such holder’s debentures so long as the debentures converted are a multiple of
$1,000 principal amount.
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If we call debentures for redemption, a holder of debentures may convert debentures only
until the close of business on the trading day immediately preceding the redemption date
unless we fail to pay the redemption price. If a holder of debentures has submitted debentures
for repurchase upon a fundamental change, the holder may convert those debentures only if it
withdraws its repurchase election.

Upon conversion, you will not receive any separate cash payment for accrued and unpaid
interest unless such conversion occurs between a record date and the interest payment date to
which it relates and you were the holder of record on such record date (subject to those
certain obligations to pay an amount equal to such interest payment to us upon conversion as
described above under “Interest—General”). We will not issue fractional shares of our common
stock upon conversion of debentures. Instead, we will pay cash in lieu of fractional shares
based on the daily VWAP (as defined under “—Payment upon conversion”) of our common
stock on the last day of the observation period (as defined under “—Payment upon
conversion”). Our delivery to you of the cash and/or shares of our common stock, together with
any cash payment for any fractional share, into which a debenture is convertible, will be
deemed to satisfy in full our obligation to pay:

e the principal amount of the debenture; and
e accrued and unpaid interest to, but not including, the conversion date.

As a result, accrued and unpaid interest to, but not including, the conversion date will be
deemed to be paid in full rather than cancelled, extinguished or forfeited.

Notwithstanding the preceding paragraph, if debentures are converted after 5:00 p.m., New
York City time, on a record date for the payment of interest, holders of such debentures at
5:00 p.m., New York City time, on such record date will receive the interest payable on such
debentures on the corresponding interest payment date notwithstanding the conversion
(subject to those certain obligations to pay an amount equal to such interest payment to us
upon conversion as described above under “Interest—General”). Debentures, upon surrender
for conversion during the period from 5:00 p.m., New York City time, on any record date to
9:00 a.m., New York City time, on the immediately following interest payment date, must be
accompanied by funds equal to the amount of interest payable on the debentures so
converted; provided that no such payment need be made:

e if we have specified a redemption date that is after a record date and on or prior to the
corresponding interest payment date;

e if we have specified a fundamental change repurchase date that is after a record date and
on or prior to the corresponding interest payment date;

* in respect of any conversion that occurs after the record date for the interest payment due
on December 15, 2037; or

e to the extent of any deferred interest, compounded interest or overdue interest, if any such
amounts exist at the time of conversion with respect to such debenture.

If a holder converts debentures, we will pay any documentary, stamp or similar issue or transfer
tax due on the issue of any shares of our common stock upon the conversion, unless the tax is
due because the holder requests any shares to be issued in a name other than the holder’s
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name, or the tax is imposed by any taxing authority outside the United States, in which case
the holder will pay that tax.

Prior to September 1, 2037, holders may surrender their debentures for conversion only under
the following circumstances:

Conversion upon satisfaction of sale price condition

A holder may surrender all or a portion of its debentures for conversion during any fiscal
quarter (and only during such fiscal quarter) commencing after March 31, 2008, if the last
reported sale price of the common stock for at least 20 trading days during the period of
30 consecutive trading days ending on the last trading day of the preceding fiscal quarter is
greater than or equal to 130% of the applicable conversion price on such last trading day.

For purposes of the foregoing and the immediately following contingent conversion provisions,
“trading day” means a day during which (i) trading in our common stock generally occurs on
the principal U.S. national or regional securities exchange or market on which our common
stock is listed or admitted for trading, (ii) there is no market disruption event and (iii) a last
reported sale price is available on the principal U.S. national or regional securities exchange or
market on which our common stock is listed or admitted for trading. If our common stock (or
other security for which a last reported sale price must be determined) is not so listed or
admitted for trading, “trading day” means a business day.

“Market disruption event” means, if our common stock is listed on a U.S. national or regional
securities exchange, the occurrence or existence during the one-half hour period ending on the
scheduled close of trading on any trading day for our common stock of any material
suspension or limitation imposed on trading (by reason of movements in price exceeding limits
permitted by the stock exchange or otherwise) in our common stock or in any options,
contracts or future contracts relating to our common stock on the principal U.S. national or
regional securities exchange or market in which such options, contracts or future contracts are
traded.

Conversion upon satisfaction of trading price condition

A holder of debentures may surrender its debentures for conversion during the five business
day period after any 10 consecutive trading day period (the “measurement period”) in which
the trading price per $1,000 principal amount of debentures, as determined following a
request by a holder of debentures in accordance with the procedures described below, for each
day of that period was less than 98% of the product of the last reported sale price of our
common stock and the applicable conversion rate.

In connection with any conversion upon satisfaction of the above trading price condition, the
bid solicitation agent will have no obligation to determine the trading price of the debentures
unless Microchip has requested such determination; and we will have no obligation to make
such request to the bid solicitation agent unless a holder of a debenture provides us with
reasonable evidence that the trading price per $1,000 principal amount of debentures would
be less than 98% of the product of the last reported sale price of our common stock and the
applicable conversion rate and such holder requests that Microchip require the bid solicitation
to determine the trading price. At such time, we will instruct the bid solicitation agent to
determine the trading price of the debentures beginning on the next trading day and on each
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successive trading day until the trading price per $1,000 principal amount of debentures is
greater than or equal to 98% of the product of the last reported sale price of our common
stock and applicable conversion rate. If the trading price per $1,000 principal amount of
debentures is less than 98% of the product of the last reported sale prices of our common
stock and the applicable conversion rate, we will so notify the holders. If at any time after the
trading price condition has been met, the trading price per $1,000 principal amount of
debentures is greater than or equal to 98% of the product of the last reported sale price of
our common stock and the conversion rate for such date, we will also so notify the holders.

For the purposes of the foregoing conversion provisions, if the bid solicitation agent cannot
reasonably obtain at least one bid for $5,000,000 principal amount of the debentures from an
independent nationally recognized securities dealer as required by the trading price definition
above, then the trading price per $1,000 principal amount of debentures will be deemed to be
less than 98% of the product of the last reported sale price of our common stock and the
applicable conversion rate. If we do not instruct the bid solicitation agent to obtain bids when
required, the trading price per $1,000 principal amount of the debentures will be deemed to
be less than 98% of the product of the last reported sale price of our common stock and the
applicable conversion rate on each day that we fail to do so.

Conversion upon notice of redemption

If we call any or all of the debentures for redemption, holders may convert debentures that
have been so called for redemption at any time prior to the close of business on the trading
day immediately preceding the redemption date, even if the debentures are not otherwise
convertible at such time, after which time the holder’s right to convert will expire unless we
default in the payment of the redemption price.

Conversion upon specified corporate transactions
Certain distributions
If we elect to:

e distribute to all or substantially all holders of our common stock certain rights or warrants or
securities convertible into or exchangeable or exercisable for our common stock, for a period
expiring within 60 days after the date of the distribution, at a price less than the average of
the last reported sale prices of a share of our common stock for the 10 consecutive trading
day period ending on the trading day preceding the announcement of such issuance; or

e distribute to all or substantially all holders of our common stock shares of our capital stock,
evidences of indebtedness or other assets or property, which distribution has a per share
value, as determined by our board of directors in good faith, exceeding 10% of the last
reported sale price of our common stock on the trading day immediately preceding the
declaration date for such distribution,

we must notify the holders of the debentures at least 25 scheduled trading days prior to the ex
date for such distribution. Once we have given such notice, holders may surrender their
debentures for conversion at any time until the earlier of 5:00 p.m., New York City time, on the
business day immediately prior to the ex date or our announcement that such distribution will
not take place, even if the debentures are not otherwise convertible at such time. The “ex
date” means the first date on which shares of our common stock trade on the applicable
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exchange or in the applicable market, regular way, without the right to receive the issuance,
dividend or distribution in question. You may not convert any of your debentures based on this
conversion contingency if, as a result of holding the debentures, you will participate in such
distribution without conversion as if you held a number of shares of our common stock equal
to the conversion rate multiplied by the principal amount (expressed in thousands) of the
debentures you hold, and otherwise on the same basis as holders of our common stock.

Fundamental changes

If we are party to a transaction described in clause (2) of the definition of fundamental change
(without giving effect to the exception regarding publicly traded securities contained in the
paragraph immediately following that definition), we must notify holders of the debentures by
the later of (i) at least 30 scheduled trading days prior to the anticipated effective date for
such transaction or (ii) the trading day after we have actual knowledge of the anticipated
effective date for such transaction. Once we have given such notice, holders may surrender
their debentures for conversion at any time until 35 calendar days after the actual effective
date of such transaction (or if such transaction also constitutes a fundamental change, the
related fundamental change repurchase date). In addition, holders may surrender all or a
portion of their debentures for conversion if a fundamental change of the type described in
clauses (1), (3) or (4) of the definition of fundamental change occurs. In such event, holders
may surrender debentures for conversion at any time beginning on the actual effective date of
such fundamental change until and including the date that is 35 calendar days after the actual
effective date of such transaction or, if earlier, until the repurchase date corresponding to such
fundamental change.

Conversion procedures

If you hold a beneficial interest in a global debenture, to convert you must comply with DTC's
procedures for converting a beneficial interest in a global debenture and, if required, pay
funds equal to interest payable on the next interest payment date and all transfer and similar
taxes that may be applicable to such conversion.

If you hold a certificated debenture, to convert you must:

e complete and manually sign the conversion notice on the back of the debenture, or a
facsimile of the conversion notice;

e deliver the conversion notice, which is irrevocable, and the debenture to the conversion
agent;

e if required, furnish appropriate endorsements and transfer documents;

e if required, pay all transfer or similar taxes that may be applicable to such conversion; and
e if required, pay funds equal to interest payable on the next interest payment date.

The date you comply with these requirements is the “conversion date” under the indenture.

If a holder has already delivered a repurchase notice as described under “Fundamental change
permits holders to require us to repurchase debentures” with respect to a debenture, the
holder may not surrender that debenture for conversion until the holder has withdrawn the
repurchase notice in accordance with the indenture.
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Payment upon conversion

Upon conversion, we may choose to deliver either cash, shares of our common stock or a
combination of cash and shares of our common stock, as described below.

All conversions after September 1, 2037 will be settled in the same relative proportions of cash
and/or shares of our common stock, which we refer to as the “settlement method.” If we have
not delivered a notice of our election of settlement method prior to September 1, 2037, the
“net share settlement” method will apply as described below.

Prior to September 1, 2037, we will use the same settlement method for all conversions
occurring on any given trading day. Except for any conversions that occur either (i) during the
period between a redemption notice and the related redemption date or (ii) on or after
September 1, 2037, however, we will not have any obligation to use the same settlement
method with respect to conversions that occur on different trading days. That is, we may
choose on one trading day to settle conversions in shares of our common stock only, and
choose on another trading to day to settle in cash or a combination of cash and shares of our
common stock. If we elect to do so, we will inform holders so converting through the trustee
of the settlement method we choose we have selected no later than the second trading day
immediately following the related conversion date. If we do not make such an election, the
“net share settlement” method will apply as described below.

Settlement amounts will be computed as follows:

e if we elect to satisfy our conversion obligation solely in shares of common stock, we will
deliver a number of shares of common stock equal to (1) the aggregate principal amount of
debentures to be converted divided by $1,000, multiplied by (2) the applicable conversion
rate;

e if we elect to satisfy our conversion obligation solely in cash, we will deliver to the electing
holder cash in an amount equal to the sum of the daily conversion values for each of the
25 consecutive trading days during the related observation period; and

e if we elect to satisfy our conversion obligation through delivery of a combination of cash and
common stock, we will deliver to holders in respect of each $1,000 principal amount of
debentures being converted a “settlement amount” equal to the sum of the daily settlement
amounts for each of the 25 consecutive trading days during the observation period.

The “daily settlement amount,” for each of the 25 consecutive trading days during the
observation period, will consist of:

e cash equal to the lesser of (i) the dollar amount per debenture to be received upon
conversion as specified in the notice regarding our chosen settlement method (the “specified
dollar amount”), if any, divided by 25 (such quotient being referred to as the “daily
measurement value”) and (ii) the daily conversion value; and

e to the extent the daily conversion value exceeds the daily measurement value, a number of
shares (the “daily share amount”) equal to (i) the difference between the daily conversion
value and the daily measurement value, divided by (ii) the daily VWAP for such day.

For the purposes of a “net share settlement,” the specified dollar amount will be $1,000.
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“Daily conversion value” means, for each of the 25 consecutive trading days during the
observation period, one-twenty-fifth (V25) of the product of (i) the applicable conversion rate
and (ii) the daily VWAP of our common stock on such day.

“Daily VWAP” means, for each of the 25 consecutive trading days during the observation
period, the per share volume-weighted average price as displayed under the heading
“Bloomberg VWAP"” on Bloomberg page “MCHP.UQ <equity> AQR" (or its equivalent successor
if such page is not available) in respect of the period from 9:30 a.m. to 4:00 p.m., New York
City time, on such trading day (or if such volume-weighted average price is unavailable, the
market value of one share of our common stock on such trading day determined, using a
volume-weighted average method, by a nationally recognized independent investment banking
firm retained for this purpose by us); provided that after consummation of a fundamental
change in which the consideration is comprised entirely of cash, the daily VWAP will be
deemed to be the cash price per share received by holders of our common stock in such
fundamental change.

“Observation period” with respect to any debenture means the 25 consecutive trading day
period beginning on and including the fourth trading day after the related conversion date,
except that (i) with respect to any conversion date occurring after the date of issuance of a
notice of redemption as described under “—Optional redemption,” the “observation period”
means the 25 consecutive trading days beginning on and including the 27t" scheduled trading
day prior to the applicable redemption date and (ii) with respect to any conversion date
occurring during the period beginning on September 1, 2037, and ending at 5:00 p.m., New
York City time, on the scheduled trading day immediately prior to maturity, “observation
period” means the first 25 trading days beginning on and including the 27" scheduled trading
day prior to maturity.

For the purposes of determining payment upon conversion, “trading day” means a day during
which (i) trading in our common stock generally occurs on the principal U.S. national or
regional securities exchange or market on which our common stock is listed or admitted for
trading and (ii) there is no market disruption event.

“Scheduled trading day” means a day that is scheduled to be a trading day on the principal
U.S. national or regional securities exchange or market on which our common stock is listed or
admitted for trading.

We will deliver the cash and/or shares of our common stock due in respect of conversion on
the third business day immediately following the relevant conversion date, if we elect to satisfy
our conversion obligation solely in shares of common stock, and by the third business day
immediately following the last day of the observation period, in the case of any other
settlement method.

We will deliver cash in lieu of any fractional share of common stock issuable in connection with
payment of the settlement amount (based on the daily VWAP for the final trading day of the
applicable observation period).

Exchange in lieu of conversion

When a holder surrenders debentures for conversion, we may direct the conversion agent to
surrender, on or prior to the commencement of the applicable observation period, such
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debentures to a financial institution designated by us for exchange in lieu of conversion. In
order to accept any debentures surrendered for conversion, the designated institution must
agree to deliver, in exchange for such debentures, all cash and/or shares of our common stock
due upon conversion, all as provided above under “—Payment upon conversion,” at the sole
option of the designated financial institution and as is designated to the conversion agent by
us. By the close of business on the second trading day after the applicable conversion date, we
will notify the holder surrendering debentures for conversion that we have directed the
designated financial institution to make an exchange in lieu of conversion and such financial
institution will be required to notify the conversion agent whether it will deliver, upon
exchange, the cash and/or shares of common stock due in respect of such conversion.

If the designated institution accepts any such debentures, it will deliver cash and/or shares of
our common stock to the conversion agent and the conversion agent will deliver such cash
and/or shares of our common stock to such holder on the third business day immediately
following the last day of the applicable observation period or, if such conversion is to be
settled solely in shares of our common stock, the third business day following the applicable
conversion date. Any debentures exchanged by the designated institution will remain
outstanding. If the designated institution agrees to accept any debentures for exchange but
does not timely deliver the related consideration, or if such designated financial institution
does not accept the debentures for exchange, we will convert the debentures into cash and/or
shares of our common stock as described above under “—Conversion rights.”

Our designation of an institution to which the debentures may be submitted for exchange
does not require the institution to accept any debentures. We will not pay any consideration
to, or otherwise enter into any agreement with, the designated institution for or with respect
to such designation.

Conversion rate adjustments

The conversion rate will be adjusted as described below, except that we will not make any
adjustments to the conversion rate if holders of the debentures participate, as a result of
holding the debentures, in any of the transactions described below without having to convert
their debentures.

(1) If we issue shares of our common stock as a dividend or distribution on shares of our
common stock and such dividend or distribution consists exclusively of shares of our common
stock, or if we effect a share split or share combination, the conversion rate will be adjusted
based on the following formula:

oS’
0S,

CR’ = CR, x

where

CR, = the conversion rate in effect immediately prior to the ex date of such dividend or
distribution, or the effective date of such share split or share combination, as applicable;

CR’ = the conversion rate in effect immediately after such ex date or effective date;
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0OS, = the number of shares of our common stock outstanding immediately prior to such ex
date or effective date; and

OS’ = the number of shares of our common stock that would be outstanding immediately
after such ex date or effective date after giving effect to such dividend, distribution, share
split or share combination.

(2) If we distribute to all or substantially all holders of our common stock any rights or
warrants or securities convertible into or exchangeable or exercisable for common stock
entitling them for a period of not more than 60 calendar days to subscribe for or purchase
shares of our common stock, at a price per share or having a conversion price per share less
than the average of the last reported sale prices of our common stock for the 10 consecutive
trading day period ending on the trading day immediately preceding the date of
announcement of such issuance, the conversion rate will be adjusted based on the following
formula (provided that the conversion rate will be readjusted to the extent that such rights or
warrants are not exercised prior to their expiration):

OS,+ X

CR =CROXW

where
CR, = the conversion rate in effect immediately prior to the ex date for such issuance;
CR' = the conversion rate in effect immediately after such ex date;

0OS, = the number of shares of our common stock outstanding immediately after such ex
date;

X = the total number of shares of our common stock issuable pursuant to such rights,
warrants or convertible securities; and

Y = the number of shares of our common stock equal to the aggregate price payable to
exercise such rights or warrants divided by the average of the last reported sale prices of
our common stock over the 10 consecutive trading day period ending on the trading day
immediately preceding the date of announcement of the issuance of such rights, warrants
or convertible securities.

(3) If we distribute shares of our capital stock, evidences of our indebtedness or other assets or
property of ours to all or substantially all holders of our common stock, excluding:

e dividends or distributions and rights or warrants referred to in clause (1) or (2) above or
clause (5) below for which an adjustment is made to the conversion rate;

e dividends or distributions paid exclusively in cash, including as described in clause (4) below;
or

e spin-offs described below in this paragraph (3),
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then the conversion rate will be adjusted based on the following formula:
SP,

CR'=CRy X ——— ——
SPy,- FMV

where
CR, = the conversion rate in effect immediately prior to the ex date for such distribution;
CR’ = the conversion rate in effect immediately after such ex date;

SP, = the average of the last reported sale prices of our common stock over the
10 consecutive trading day period ending on the trading day immediately preceding the ex
date for such distribution; and

FMV = the fair market value (as determined by our board of directors) of the shares of
capital stock, evidences of indebtedness, assets or property distributed with respect to each
outstanding share of our common stock on the ex date for such distribution.

With respect to an adjustment pursuant to this clause (3) where there has been a payment of a
dividend or other distribution on our common stock of shares of capital stock of any class or
series, or similar equity interest, of or relating to a subsidiary or other business unit, which we
refer to as a “spin-off,” the conversion rate in effect immediately before 5:00 p.m., New York
City time, on the effective date of the spin-off will be increased based on the following
formula:

CR’ = CR, x [MVo+ MPo
MP,

where

CR, = the conversion rate in effect immediately prior to the effective date of the
adjustment;

CR’ = the conversion rate in effect immediately after the effective date of the adjustment;

FMV, = the average of the last reported sale prices of the capital stock or similar equity
interest distributed to holders of our common stock applicable to one share of our common
stock over the first 10 consecutive trading day period after the effective date of the
spin-off; and

MP, = the average of the last reported sale prices of our common stock over the first
10 consecutive trading day period after the effective date of the spin-off.

The adjustment to the conversion rate under the preceding paragraph will occur on the tenth
trading day from the effective date of the spin-off; provided that in respect of any conversion
within 10 trading days immediately following the effective date of any spin off, references
with respect to 10 trading days shall be deemed replaced with such lesser number of trading
days as have elapsed between the effective date of such spin off and the conversion date in
determining the applicable conversion rate.
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(4) If any cash dividend or distribution is made to all or substantially all holders of our
common stock, other than (i) distributions described in clause (5) below pursuant to which an
adjustment to the conversion rate is made or (ii) an extraordinary cash dividend or distribution
that our board of directors designates as payable with respect to the debentures, the
conversion rate will be increased based on the following formula:

SP,

CR’ = CR, x
SP,- C

where

CR, = the conversion rate in effect immediately prior to the ex date for such dividend or
distribution;

CR’ = the conversion rate in effect immediately after the ex date for such dividend or
distribution;

SP, = the last reported sale price of our common stock on the trading day immediately
preceding the ex date for such dividend or distribution; and

C = the amount in cash per share we distribute to holders of our common stock.

(5) If we or any of our subsidiaries make a payment in respect of a tender offer or exchange
offer for our common stock, to the extent that the cash and value of any other consideration
included in the payment per share of common stock exceeds the last reported sale price of our
common stock on the trading day next succeeding the last date on which tenders or exchanges
may be made pursuant to such tender or exchange offer, the conversion rate will be increased
based on the following formula:

AC + (SP’ x OS’)
OS,x SP’

CR’ = CR, x

where

CR, = the conversion rate in effect immediately prior to the effective date of the
adjustment;

CR’ = the conversion rate in effect immediately after the effective date of the adjustment;

AC = the aggregate value of all cash and any other consideration (as determined by our
board of directors) paid or payable for shares purchased in such tender or exchange offer;

0OS, = the number of shares of our common stock outstanding immediately prior to the
date such tender or exchange offer expires (including any shares purchased pursuant to the
tender or exchange offer);

OS' = the number of shares of our common stock outstanding immediately after the date
such tender or exchange offer expires (not including any shares purchased pursuant to the
tender or exchange offer); and
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SP’ = the average of the last reported sale prices of our common stock over the 10
consecutive trading day period commencing on the trading day next succeeding the date
such tender or exchange offer expires.

The adjustment to the conversion rate under the preceding paragraph will occur on the tenth
trading day from, and including, the trading day next succeeding the date such tender or
exchange offer expires; provided that in respect of any conversion within 10 trading days
immediately following, and including, the expiration date of any tender or exchange offer,
references with respect to 10 trading days shall be deemed replaced with such lesser number of
trading days as have elapsed between the expiration date of such tender or exchange offer
and the conversion date in determining the applicable conversion rate.

Except as stated herein, we will not adjust the conversion rate for the issuance of shares of our
common stock or any securities convertible into or exchangeable for shares of our common
stock or the right to purchase shares of our common stock or such convertible or exchangeable
securities.

Notwithstanding the above, certain listing standards of The Nasdaq Global Select Market may
limit the amount by which we may increase the conversion rate pursuant to the events
described in clauses (2) through (5) and as described in “—Adjustment to shares delivered upon
conversion in connection with certain fundamental changes” below. These standards generally
require us to obtain the approval of our stockholders before entering into certain transactions
that potentially result in the issuance of 20% or more of our common stock outstanding at the
time the debentures are issued unless we obtain stockholder approval of issuances in excess of
such limitations. In accordance with these listing standards, these restrictions will apply at any
time when the debentures are outstanding, regardless of whether we then have a class of
securities listed on The Nasdaq Global Select Market. Accordingly, in no event will the shares
issuable upon conversion of the debentures exceed 19.99% of our common stock outstanding
immediately before the issuance of the debentures (which is equivalent to issuing upon
conversion approximately 36.9885 shares per $1,000 principal amount of debentures (the
“conversion cap rate”)) and if an event occurs that would otherwise result in an increase in the
conversion rate above the conversion rate cap, we will either obtain stockholder approval of
such share issuance or deliver cash in lieu of any shares otherwise deliverable upon conversions
in excess of such limitations (based on the last reported sale price of our common stock on the
trading day immediately prior to the conversion date).

If application of the foregoing formulas would result in a decrease in the conversion rate, no
adjustment to the conversion rate will be made (other than as a result of a share split or share
combination).

In addition, in no event will we adjust the conversion rate to the extent that the adjustment
would reduce the conversion price below the par value per share of our common stock.

We are permitted, to the extent permitted by law and subject to the applicable rules of The
Nasdaq Global Select Market (if we are then listed on The Nasdaqg Global Select Market), to
increase the conversion rate of the debentures by any amount for a period of at least 20 days
if our board of directors determines that such increase would be in our best interest. We may
also (but are not required to) increase the conversion rate to avoid or diminish income tax to
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holders of our common stock or rights to purchase shares of our common stock in connection
with a dividend or distribution of shares (or rights to acquire shares) or similar event.

A holder of debentures may, in some circumstances, including the distribution of cash dividends
to holders of our shares of common stock, be deemed to have received a distribution or
dividend subject to U.S. federal income tax as a result of an adjustment or the nonoccurrence
of an adjustment to the conversion rate. For a discussion of the U.S. federal income tax
treatment of an adjustment to the conversion rate, see “Certain U.S. federal income tax
considerations.”

We currently have a preferred stock rights plan. To the extent that we have a rights plan in
effect upon conversion of the debentures into common stock, you will receive, in addition to
the common stock, the rights under the rights plan, unless prior to any conversion, the rights
have separated from the common stock, in which case, and only in such case, the conversion
rate will be adjusted at the time of separation as if we distributed to all holders of our
common stock, shares of our capital stock, evidences of indebtedness or assets as described in
clause (3) above, subject to readjustment in the event of the expiration, termination or
redemption of such rights.

Notwithstanding any of the foregoing, the applicable conversion rate will not be adjusted:

e upon the issuance of any shares of our common stock pursuant to any present or future plan
providing for the reinvestment of dividends or interest payable on our securities and the
investment of additional optional amounts in shares of our common stock under any plan;

* upon the issuance of any shares of our common stock or options or rights to purchase those
shares pursuant to any present or future employee, director or consultant benefit plan or
program of or assumed by us or any of our subsidiaries;

e upon the issuance of any shares of our common stock pursuant to any option, warrant, right
or exercisable, exchangeable or convertible security not described in the preceding bullet and
outstanding as of the date the debentures were first issued;

e for any dividend or distribution in connection with a merger, sale or conveyance effected
solely for the purpose of changing our jurisdiction of incorporation as permitted under the
indenture;

e for a change in the par value of our common stock; or
e for accrued and unpaid interest.

Adjustments to the applicable conversion rate will be calculated to the nearest '/10,000th of a
share. Except as described above in this section and as described under “—Adjustment to shares
delivered upon conversion in connection with certain fundamental changes,” we will not adjust
the conversion rate.

Recapitalizations, reclassifications and changes of our common stock

In the case of any recapitalization, reclassification or change of our common stock (other than
changes resulting from a subdivision or combination), a consolidation, merger or combination
involving us, a sale, lease or other transfer to a third party of our and our subsidiaries’

56



consolidated assets substantially as an entirety, or any statutory share exchange, in each case as
a result of which our common stock would be converted into, or exchanged for, stock, other
securities, other property or assets (including cash or any combination thereof), then, we will
enter into a supplemental indenture to provide that at the effective time of the transaction
the right to convert a debenture will be changed into a right to convert it into the kind and
amount of shares of stock, other securities or other property or assets (including cash or any
combination thereof) that a holder of a number of shares of common stock equal to the
conversion rate immediately prior to such transaction would have owned or been entitled to
receive (the “reference property”) upon such transaction; provided that the increase to the
applicable conversion rate in connection with as make-whole fundamental change described
below under “—Adjustment of shares delivered upon conversion in connection with certain
fundamental changes” shall no longer be in effect after the related fundamental change
repurchase date. If the transaction causes our common stock to be converted into the right to
receive more than a single type of consideration (determined based in part upon any form of
stockholder election), the reference property into which the debentures will be convertible will
be deemed to be the weighted average of the types and amounts of consideration received by
the holders of our common stock that affirmatively make such an election. However, at and
after the effective time of the transaction, any amount otherwise payable in cash upon
conversion of the debentures will continue to be payable in cash, and the daily conversion
value will be calculated based on the value of the reference property and the provisions under
“—Payment upon conversion” shall continue to apply following such transaction.

Adjustments of average prices

Whenever any provision of the indenture requires us to calculate an average of last reported
prices or daily VWAP over a span of multiple days, we will make appropriate adjustments to
account for any adjustment to the conversion rate that becomes effective, or any event
requiring an adjustment to the conversion rate where the ex-date of the event occurs, at any
time during the period from which the average is to be calculated.

Adjustment to shares delivered upon conversion in connection with certain fundamental
changes

If you elect to convert your debentures at any time from (and including) the effective date of a
“make-whole fundamental change” as defined below to (and including) the related
fundamental change repurchase date, the conversion rate will be increased by an additional
number of shares of common stock (the “additional shares”) as described below. We will notify
holders of the anticipated effective date of any make-whole fundamental change and issue a
press release as soon as practicable after we first determine the anticipated effective date of
such make-whole fundamental change.

A "make-whole fundamental change” means any transaction or event that constitutes a
fundamental change pursuant to clauses (1), (2) or (3) under the definition of fundamental
change as described under “Fundamental change permits holders to require us to repurchase
debentures” below, in the case of clause (2), after giving effect to the paragraph immediately
following the definition of “fundamental change.” The number of additional shares by which
the conversion rate will be increased will be determined by reference to the table below, based
on the date on which the make-whole fundamental change occurs or becomes effective (the
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“effective date”) and the price (the “stock price”) paid per share of our common stock in the
make-whole fundamental change. If the make-whole fundamental change is a transaction
described in clause (2) of the definition thereof, and holders of our common stock receive only
cash in that make-whole fundamental change, the stock price will be the cash amount paid per
share. Otherwise, the stock price will be the average of the last reported sale prices of our
common stock over the five trading day period ending on the trading day preceding the
effective date of the make-whole fundamental change.

The stock prices set forth in the column headings of the table below will be adjusted as of any
date on which the conversion rate of the debentures is adjusted. The adjusted stock prices will

equal the stock prices applicable immediately prior to such adjustment, multiplied by a
fraction, the numerator of which is the conversion rate immediately prior to the adjustment
giving rise to the stock price adjustment and the denominator of which is the conversion rate
as so adjusted. The number of additional shares will be adjusted in the same manner as the
conversion rate as set forth under “—Conversion rate adjustments.”

The following table sets forth the hypothetical stock price and the number of additional shares
to be received per $1,000 principal amount of debentures:

Stock Price

$29.70 $35.00 $40.00 $45.00 $50.00 $51.23 $55.00 $60.00 $65.00 $70.00 $75.00 $80.00 $85.00 $90.00 $95.00 $100.00

Effective Date

December 7, 2007 . .

December 15, 2008
December 15, 2009
December 15, 2010
December 15, 2011
December 15, 2012
December 15, 2013
December 15, 2014
December 15, 2015
December 15, 2016
December 15, 2017
December 15, 2022
December 15, 2027
December 15, 2032
December 15, 2037

.4.3917 3.6907 3.0242 2.5287 2.1388 2.0631 1.8317 1.5753 1.3669 1.1964 1.0458 0.9202 0.8147 0.7201 0.6389
. .4.3917 3.6116 2.9545 2.4679 2.0816 2.0070 1.7788 1.5230 1.3260 1.1500 1.0077 0.8872 0.7846 0.6914 0.6167

.4.3917 3.5258 2.8739 2.3757 2.0085 1.9325 1.7003 1.4679 1.2680 1.1016 0.9661 0.8491 0.7483 0.6612 0.5854
. .4.3917 3.4294 2.7664 2.2824 1.9114 1.8409 1.6253 1.3960 1.1959 1.0473 0.9141 0.8014 0.7044 0.6215 0.5474
. .4.3917 3.2985 2.6500 2.1706 1.8244 1.7535 1.5366 1.3079 1.1229 0.9633 0.8368 0.7390 0.6488 0.5681 0.5048
. .4.3917 3.1748 2.5545 2.0406 1.7007 1.6267 1.4007 1.1823 1.0078 0.8753 0.7501 0.6590 0.5717 0.5060 0.4427
. .4.3917 3.0378 2.3870 1.8842 1.5372 1.4665 1.2506 1.0387 0.8744 0.7437 0.6439 0.5522 0.4838 0.4202 0.3712
. .4.3917 2.8872 2.2148 1.7148 1.3319 1.2691 1.0772 0.8733 0.7182 0.5986 0.4995 0.4308 0.3677 0.3219 0.2792
. .4.3917 2.7533 2.0170 1.4884 1.1093 1.0424 0.8379 0.6439 0.5047 0.4040 0.3303 0.2754 0.2336 0.2010 0.1750
. .4.3917 2.6234 1.8079 1.2108 0.7903 0.7208 0.5083 0.3284 0.2181 0.1525 0.1137 0.0903 0.0755 0.0653 0.0577
. .4.3917 2.5916 1.7086 0.9893 0.4068 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

.4.3917 2.6925 1.8016 1.0873 0.5117 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
. .4.3917 2.8022 1.8329 1.0812 0.4868 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
. .4.3917 2.9653 1.8226 1.0108 0.4069 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

.4.3917 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

0.5666
0.5435
0.5217
0.4848
0.4467
0.3911
0.3269
0.2453
0.1537
0.0515
0.0000
0.0000
0.0000
0.0000
0.0000

The exact stock prices and effective dates relating to a make-whole fundamental change may
not be set forth in the table above, in which case:

e if the stock price is between two stock price amounts in the table or the effective date is
between two effective dates in the table, the number of additional shares will be

determined by a straight-line interpolation between the number of additional shares set

forth for the higher and lower stock price amounts and the two dates, as applicable, based
on a 365-day year;

e if the stock price is greater than $100.00 per share (subject to adjustment), no additional

shares will be added to the conversion rate; and

e if the stock price is less than $29.70 per share (subject to adjustment), no additional shares
will be added to the conversion rate.
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Notwithstanding the foregoing, in no event will the total number of shares of common stock
issuable upon conversion exceed 33.6700 shares per $1,000 principal amount of debentures;
provided that this limit will be subject to adjustment in the same manner as the conversion
rate as set forth under “—Conversion rate adjustments.”

At our option, in lieu of increasing the conversion rate as described in this section in the event
of a make-whole fundamental change, we may elect to make a cash payment in respect of the
additional shares. Such cash payment to any holder electing to convert its debentures would be
equal to the number of additional shares issuable upon conversion determined by reference to
the table above multiplied by the effective share price of the transaction which constitutes a
make-whole fundamental change. Any such election by us will be disclosed in the notice of the
occurrence of the fundamental change that we are required to provide to all record holders of
debentures. Once this notice has been provided, we may not modify or withdraw our election.

Our obligation to increase the conversion rate as described above could be considered a
penalty, in which case the enforceability thereof would be subject to general principles of
economic remedies.

Settlement of conversions in a fundamental change

As described above under “—Recapitalizations, reclassifications and changes of our common
stock,” in the case of a fundamental change, upon effectiveness of such fundamental change,
the debentures will be convertible into cash and reference property. If, as described above, we
are required to increase the conversion rate as a result of the fundamental change, debentures
surrendered for conversion will otherwise be settled as described above under "—Payment
upon conversion.” The additional shares or cash or reference property will be delivered to
holders who elect to convert their debentures in connection with a fundamental change as
described above in “—Adjustment to shares delivered upon conversion in connection with
certain fundamental changes” on the later of (i) five days after the effectiveness of such
fundamental change and (ii) the conversion settlement date for those debentures.

Fundamental change permits holders to require us to repurchase debentures

If a fundamental change (as defined below in this section) occurs at any time, you will have
the right, at your option, to require us to repurchase for cash any or all of your debentures, or
any portion of the principal amount thereof, that is equal to $1,000 or an integral multiple of
$1,000. The price we are required to pay (the “fundamental change repurchase price”) is equal
to 100% of the principal amount of the debentures to be repurchased plus accrued and unpaid
interest to but excluding the fundamental change repurchase date (unless the fundamental
change repurchase date is between a record date and the interest payment date to which it
relates, in which case we will pay accrued and unpaid interest to the holder of record on such
record date). The “fundamental change repurchase date” will be a business day specified by us
that is not less than 20 nor more than 35 calendar days following the date of our fundamental
change notice as described below. Any debentures repurchased by us will be paid for in cash.

A "fundamental change” will be deemed to have occurred at the time after the debentures are
originally issued that any of the following occurs:

(1) a “person” or “group” within the meaning of Section 13(d) of the Exchange Act other than
us, our subsidiaries or our or their employee benefit plans, files a Schedule TO or any other
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schedule, form or report under the Exchange Act disclosing that such person or group has
become the direct or indirect “beneficial owner,” as defined in Rule 13d-3 under the Exchange
Act, of our common equity representing more than 50% of the total voting power of all shares
of our capital stock entitled to vote generally in elections of directors;

(2) consummation of any share exchange, consolidation or merger of us pursuant to which our
common stock will be converted into cash, securities or other property or any sale, lease or
other transfer in one transaction or a series of transactions of all or substantially all of the
consolidated assets of us and our subsidiaries, taken as a whole, to any person other than one
of our subsidiaries; provided, however, that a share exchange, consolidation or merger
transaction in which (i) our common stock is not changed or exchanged except to the extent
necessary to reflect a change in our jurisdiction of incorporation or (ii) the holders of more
than 50% of all classes of our common equity immediately prior to such transaction own,
directly or indirectly, more than 50% of the aggregate voting power of all shares of capital
stock of the continuing or surviving corporation or transferee or the parent thereof
immediately after such event, in either case, will not constitute a fundamental change;

(3) our stockholders approve any plan or proposal for the liquidation or dissolution of us; or

(4) our common stock (or other common stock into which the debentures are then
convertible) ceases to be listed on a U.S. national securities exchange or quoted on an
established automated over-the-counter trading market in the United States.

A fundamental change as a result of a merger or consolidation under clause (1) or any event
specified under clause (2) above will not be deemed to have occurred, however, if at least 90%
of the consideration received or to be received by our common stockholders, excluding cash
payments for fractional shares and cash payments made in respect of dissenters’ or appraisal
rights, in connection with the transaction or transactions otherwise constituting the
fundamental change consists of shares of common stock traded on a U.S. national securities
exchange or which will be so traded or quoted when issued or exchanged in connection with a
fundamental change (these securities being referred to as “publicly traded securities”) and as a
result of this transaction or transactions the debentures become convertible into cash and such
publicly traded securities as described under “—Recapitalizations, reclassifications and changes
of our common stock;” and subject to the provisions set forth under “—Payment upon
conversion.”

On or before the 20th business day after the occurrence of a fundamental change, we will
provide to all holders of the debentures, the trustee and the paying agent a notice of the
occurrence of the fundamental change and of the resulting repurchase right. Such notice will
state, among other things:

e the events causing the fundamental change;
e the date of the fundamental change;

¢ the last date on which a holder may exercise the repurchase right;

the fundamental change repurchase price;

the fundamental change repurchase date;

e the name and address of the paying agent and the conversion agent, if applicable;
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e if applicable, the applicable conversion rate and any adjustments to the applicable conversion
rate;

e if applicable, that the debentures with respect to which a fundamental change repurchase
notice has been delivered by a holder may be converted only if the holder withdraws the
fundamental change repurchase notice in accordance with the terms of the indenture; and

e the procedures that holders must follow to require us to repurchase their debentures.

Simultaneously with providing such notice, we will publish a notice containing this information
in a newspaper of general circulation in The City of New York or publish the information on
our website or through such other public medium as we may use at that time.

To exercise the repurchase right, you must deliver, on or before the business day immediately
preceding the fundamental change repurchase date, the debentures to be repurchased, duly
endorsed for transfer, together with a written repurchase notice and the form entitled “Form
of Fundamental Change Repurchase Notice” on the reverse side of the debentures duly
completed, to the paying agent. Your repurchase notice must state:

e if certificated, the certificate numbers of your debentures to be delivered for repurchase;

e the portion of the principal amount of debentures to be repurchased, which must be $1,000
or an integral multiple thereof; and

e that the debentures are to be repurchased by us pursuant to the applicable provisions of the
debentures and the indenture.

You may withdraw any repurchase notice (in whole or in part) by a written notice of
withdrawal delivered to the paying agent prior to the close of business on the business day
prior to the fundamental change repurchase date. The notice of withdrawal must state:

e the principal amount of the withdrawn debentures;

e if certificated debentures have been issued, the certificate numbers of the withdrawn
debentures, or if not certificated, your notice must comply with appropriate DTC procedures;
and

e the principal amount, if any, that remains subject to the repurchase notice.

We will be required to repurchase the debentures on the fundamental change repurchase date.
You will receive payment of the fundamental change repurchase price promptly following the
later of the fundamental change repurchase date or the time of book-entry transfer or the
delivery of the debentures. If the paying agent holds money or securities sufficient to pay the
fundamental change repurchase price of the debentures on the business day following the
fundamental change repurchase date, then:

e the debentures will cease to be outstanding and interest will cease to accrue (whether or not
book-entry transfer of the debentures is made or whether or not the debenture is delivered
to the paying agent); and

e all other rights of the holder will terminate, other than the right to receive the fundamental
change repurchase price and previously accrued and unpaid interest upon delivery or transfer
of the debentures.
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In connection with any repurchase offer pursuant to a fundamental change repurchase notice,
we will, if required:

e comply with the provisions of the tender offer rules under the Exchange Act that may then
be applicable; and

e file a Schedule TO or any other required schedule under the Exchange Act.

The repurchase rights of the holders could discourage a potential acquiror of us. The
fundamental change repurchase feature, however, is not the result of management’s
knowledge of any specific effort to obtain control of us by any means or part of a plan by
management to adopt a series of anti-takeover provisions.

The term fundamental change is limited to specified transactions and may not include other
events that might adversely affect our financial condition. In addition, the requirement that we
offer to repurchase the debentures upon a fundamental change may not protect holders in the
event of a highly leveraged transaction, reorganization, merger or similar transaction involving
us.

No debentures may be repurchased at the option of holders upon a fundamental change if
there has occurred and is continuing an event of default other than an event of default that is
cured by the payment of the fundamental change repurchase price of the debentures.

The definition of fundamental change includes a phrase relating to the conveyance, transfer,
sale, lease or disposition of “all or substantially all” of our consolidated assets. There is no
precise, established definition of the phrase “substantially all” under applicable law.
Accordingly, the ability of a holder of the debentures to require us to repurchase its
debentures as a result of the conveyance, transfer, sale, lease or other disposition of less than
all of our assets may be uncertain.

If a fundamental change were to occur, we may not have enough funds to pay the
fundamental change repurchase price or the cash payable upon conversion of the debentures,
if any, or the terms of subordination could restrict such payments. See “Risk factors—Risks
related to the debentures” under the captions “We may not have the ability to repurchase the
debentures in cash upon the occurrence of a fundamental change, or to pay cash upon the
conversion of debentures, as required by the indenture governing the debentures,” “The
debentures are our unsecured junior obligations and are subordinated in right of payment to
our existing and future senior debt obligations, including any secured debt we may incur” and
“We rely on certain of our subsidiaries as sources of cash and your right to receive payments on
the debentures is effectively subordinated to all existing and future liabilities of our
subsidiaries.” If we fail to repurchase the debentures when required following a fundamental
change or pay any cash payable upon conversion of the debentures, we will be in default
under the indenture. In addition, we may in the future incur other indebtedness with similar
change in control provisions permitting our holders to accelerate or to require us to repurchase
our indebtedness upon the occurrence of similar events or on some specific dates.

We will not be required to make an offer to repurchase the debentures upon a fundamental
change if a third party makes the offer in the manner, at the times, and otherwise in
compliance with the requirements set forth in the indenture applicable to an offer by us to
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repurchase the debentures upon a fundamental change and such third party purchases all
debentures validly tendered and not withdrawn upon such offer.

Consolidation, merger and sale of assets

The indenture provides that we may not consolidate with or merge with or into another
person, or convey, transfer or lease all or substantially all of our properties and assets to,
another person (other than a wholly-owned subsidiary of Microchip existing under the laws of
the United States, any state thereof or the District of Columbia) unless (i) the resulting,
surviving or transferee person (if not us) is a person organized and existing under the laws of
the United States, any state thereof or the District of Columbia, and such entity (if not us)
expressly assumes by supplemental indenture all our obligations under the debentures, the
indenture and, to the extent then still operative, the registration rights agreement; and

(ii) immediately after giving effect to such transaction, no default has occurred and is
continuing under the indenture. Upon any such consolidation, merger or transfer, the resulting,
surviving or transferee person shall succeed to, and may exercise every right and power of, us
under the indenture. If the predecessor is still in existence after the transaction, it will be
released from its obligations and covenants under the indenture and the debentures, except in
the case of a lease of all or substantially all of our properties and assets.

Although these types of transactions are permitted under the indenture, certain of the
foregoing transactions could constitute a fundamental change (as defined above) permitting
each holder to require us to repurchase the debentures of such holder as described above.

Reports

The indenture governing the debentures provides that any document or report that we are
required to file with the U.S. Securities and Exchange Commission (the “SEC") pursuant to
Section 13 or 15(d) of the Exchange Act will be made available to the trustee within 45 days
after such document or report is required to be filed with the SEC.

Events of default
Each of the following is an event of default:

(1) default in any payment of interest on any debenture when due and payable and such
default continues for a period of 30 days (provided that a valid extension of the interest
payment period by us during an extension period pursuant to the indenture shall not
constitute a default in the payment of interest for this purpose), whether or not prohibited by
the subordination provisions of the indenture;

(2) default in the payment of principal of any debenture when due and payable at its stated
maturity, upon optional redemption, upon required repurchase, upon declaration or otherwise,
whether or nor prohibited by the subordination provisions of the indenture;

(3) our failure to comply with our obligation to deliver the cash and/or shares of common
stock payable upon exercise of a holder’s conversion right and such failure continues for two
business days;
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(4) our failure to give notice of a fundamental change as described under “—Fundamental
change permits holders to require us to repurchase debentures” or notice of a specified
corporate transaction as described under "“—Conversion upon specified corporate transactions,”
in each case when due;

(5) our failure to comply with our obligations under “Consolidation, merger and sale of
assets”;

(6) our failure to comply with any of our other agreements contained in the debentures or
the indenture for 60 days after we receive written notice from the trustee or the holders of at
least 25% in principal amount of the debentures then outstanding;

(7) a failure to pay when due (whether at stated maturity or otherwise and including any
applicable grace period relating to such indebtedness) by us or any of our subsidiaries of
principal of or interest on indebtedness for borrowed money where the amount of such unpaid
principal and/or interest is in an aggregate amount in excess of $50 million or more (or a
foreign currency equivalent), or a default that results in the acceleration of maturity of any
indebtedness for borrowed money of us or any of our subsidiaries in an aggregate amount in
excess of $50 million (or its foreign currency equivalent); and

(8) certain events of bankruptcy, insolvency, or reorganization involving us or any of our
significant subsidiaries (the “bankruptcy provisions”).

If an event of default occurs and is continuing, the trustee by notice to us, or the holders of at
least 25% in principal amount of the outstanding debentures by notice to us and the trustee,
may, and the trustee at the request of such holders shall, declare 100% of the principal of and
accrued and unpaid interest on all the debentures to be due and payable. Upon such a
declaration, such principal and accrued and unpaid interest will be due and payable
immediately. In addition, in case of an event of default in respect of the bankruptcy provisions
with respect to us, 100% of the principal of and accrued and unpaid interest on the
debentures will automatically become due and payable.

Notwithstanding the foregoing, the indenture provides that, if we so elect, the sole remedy for
an event of default relating to the failure to file any documents or reports that we are
required to file with the SEC pursuant to Section 13 or 15(d) of the Exchange Act and for any
failure to comply with the requirements of Section 314(a)(1) of the Trust Indenture Act or of
the covenant described above in “—Reports,” will for the first 365 days after the occurrence of
such an event of default, consist exclusively of the right to receive additional interest on the
debentures, which we refer to as “reporting additional interest,” at an annual rate equal to
0.25% of the principal amount of the debentures during the first 180 days after the occurrence
of such an event of default and 0.50% of the principal amount of the debentures from the
181st day until the 365th day following the occurrence of such an event of default. If we so
elect, such reporting additional interest will be payable on all outstanding debentures from
and including the date on which such event of default first occurs to but not including the
365th day thereafter (or such earlier date on which the event of default relating to a failure to
comply with such requirements has been cured or waived). On the 365th day after such event
of default (or earlier, if the event of default is cured or waived prior to such 365th day),
reporting additional interest will cease to accrue and the debentures will be subject to
acceleration as provided above if the event of default is continuing. The provisions of the
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indenture described in this paragraph will not affect the rights of holders of debentures in the
event of the occurrence of any other event of default. In the event we do not elect to pay the
reporting additional interest prior to acceleration upon an event of default in accordance with
this paragraph, the debentures will be subject to acceleration as provided above.

In order to elect to pay reporting additional interest as the sole remedy during the first

365 days after the occurrence of an event of default relating to the failure to comply with the
reporting obligations in accordance with the immediately preceding paragraph, we must notify
all holders of debentures and the trustee and paying agent of such election prior to the date
that is 60 days after the notice of such failure to comply is given to us by the trustee or holder
of at least 25% in principal amount of the outstanding debentures. If we fail to timely give
such notice, the debentures will be immediately subject to acceleration as provided above.

The holders of a majority in principal amount of the outstanding debentures may waive all
past defaults (except with respect to nonpayment of principal or interest) and rescind any such
acceleration with respect to the debentures and its consequences if (i) rescission would not
conflict with any judgment or decree of a court of competent jurisdiction and (ii) all existing
events of default, other than the nonpayment of the principal of and interest on the
debentures that have become due solely by such declaration of acceleration, have been cured
or waived.

Subject to the provisions of the indenture relating to the duties of the trustee, if an event of
default occurs and is continuing, the trustee will be under no obligation to exercise any of the
rights or powers under the indenture at the request or direction of any of the holders unless
such holders have offered to the trustee indemnity or security reasonably satisfactory to it
against any loss, liability or expense. Except to enforce the right to receive payment of
principal or interest when due, no holder may pursue any remedy with respect to the
indenture or the debentures unless:

(1) such holder has previously given the trustee notice that an event of default is continuing;

(2) holders of at least 25% in principal amount of the outstanding debentures have requested
the trustee to pursue the remedy;

(3) such holders have offered the trustee security or indemnity reasonably satisfactory to it
against any loss, liability or expense;

(4) the trustee has not complied with such request within 60 days after the receipt of the
request and the offer of security or indemnity; and

(5) the holders of a majority in principal amount of the outstanding debentures have not
given the trustee a direction that, in the opinion of the trustee, is inconsistent with such
request within such 60-day period.

Subject to certain restrictions, the holders of a majority in principal amount of the outstanding
debentures are given the right to direct the time, method and place of conducting any
proceeding for any remedy available to the trustee or of exercising any trust or power
conferred on the trustee.

The indenture provides that if an event of default has occurred and is continuing, the trustee
will be required in the exercise of its powers to use the degree of care that a prudent person
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would use in the conduct of its own affairs. The trustee, however, may refuse to follow any
direction that conflicts with law or the indenture or that the trustee determines is unduly
prejudicial to the rights of any other holder or that would involve the trustee in personal
liability. Prior to taking any action under the indenture, the trustee will be entitled to
indemnification satisfactory to it in its sole discretion against all losses and expenses caused by
taking or not taking such action.

The indenture provides that if a default occurs and is continuing and is known to the trustee,
the trustee must mail to each holder notice of the default within 60 days after it occurs. Except
in the case of a default in the payment of principal of or interest on any debenture, the
trustee may withhold notice if and so long as the trustee in good faith determines that
withholding notice is in the interests of the holders. In addition, we are required to deliver to
the trustee, within 120 days after the end of each fiscal year, a certificate indicating whether
the signers thereof know of any default that occurred during the previous year.

Modification and amendment

Subject to certain exceptions, the indenture or the debentures may be amended with the
consent of the holders of at least a majority in principal amount of the debentures then
outstanding (including, without limitation, consents obtained in connection with a purchase of,
or tender offer or exchange offer for, debentures) and, subject to certain exceptions, any past
default or compliance with any provisions may be waived with the consent of the holders of a
majority in principal amount of the debentures then outstanding (including, without limitation,
consents obtained in connection with a purchase of, or tender offer or exchange offer for,
debentures). However, without the consent of each holder of an outstanding debenture
affected, no amendment may, among other things:

(1) reduce the rate of or extend the stated time for payment of interest on any debenture;
(2) reduce the principal of or extend the stated maturity of any debenture;

(3) make any change that impairs or adversely affects the right of a holder to convert any
debenture or the conversion rate thereof;

(4) reduce the redemption price or fundamental change repurchase price of any debenture or
amend or modify in any manner adverse to the holders of debentures our obligation to make
such payments, whether through an amendment or waiver of provisions in the indenture
(including the definitions contained therein) or otherwise;

(5) make any debenture payable in currency other than that stated in the debenture;

(6) modify the subordination provisions of the indenture in a manner adverse to holders of
the debentures;

(7) impair the right of any holder to receive payment of principal and interest on such holder’s
debentures or to institute suit for the enforcement of any payment on or with respect to such
holder’s debenture; or

(8) make any change in the provisions of the indenture which require each holder’s consent, in
the provisions relating to waivers of past defaults or in the provisions relating to amendment
of the indenture.

66



Without the consent of any holder, we and the trustee may amend the indenture to:

(1) cure any ambiguity or correct any omission, defect or inconsistency in the indenture, so
long as such action will not materially adversely affect the interests of holders of the
debentures; provided that any such amendment made solely to conform the provisions of the
indenture to this offering memorandum will be deemed not to adversely affect the interests of
holders of the debentures;

(2) provide for the assumption by a successor corporation, partnership, trust or limited liability
company of our obligations under the indenture;

(3) provide for uncertificated debentures in addition to or in place of certificated debentures
(provided that we receive an opinion of reputable tax counsel that the uncertificated
debentures are issued in registered form for purposes of Section 163(f) of the Code, or in a
manner such that the uncertificated debentures are described in Section 163(f)(2)(B) of the
Code);

(4) add guarantees with respect to the debentures;
(5) secure the debentures;

(6) add to our covenants for the benefit of the holders or surrender any right or power
conferred upon us;

(7) fix a specified dollar amount that will apply to all future conversions of debentures and
provide that we will be required to satisfy our settlement obligations on conversion of
debentures as described under “Conversion rights—Payment upon conversion” by paying cash
with respect to such specified dollar amount;

(8) make any change that does not materially adversely affect the rights of any holder; or

(9) comply with any requirement of the SEC in connection with the qualification of the
indenture under the Trust Indenture Act.

The consent of the holders is not necessary under the indenture to approve the particular form
of any proposed amendment. It is sufficient if such consent approves the substance of the
proposed amendment. After an amendment under the indenture becomes effective, we are
required to mail to the holders a notice briefly describing such amendment. However, the
failure to give such notice to all the holders, or any defect in the notice, will not impair or
affect the validity of the amendment.

Discharge

We may satisfy and discharge our obligations under the indenture by delivering to the
securities registrar for cancellation all outstanding debentures or by depositing with the trustee
or delivering to the holders, as applicable, after the debentures have become due and payable,
whether at stated maturity, on any redemption or fundamental change repurchase date, upon
conversion or otherwise, cash, shares of common stock (solely to satisfy outstanding
conversions, if any) or government obligations sufficient to pay all of the outstanding
debentures and paying all other sums payable under the indenture by us. Such discharge is
subject to terms contained in the indenture.
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Calculations in respect of debentures

Except as otherwise provided above, we or our agents will be responsible for making all
calculations called for under the debentures. These calculations include, but are not limited to,
determinations of the last reported sale prices of our common stock, accrued interest payable
on the debentures and the conversion rate of the debentures. We or our agents will make all
these calculations in good faith and, absent manifest error, our calculations will be final and
binding on holders of debentures. We or our agents will provide a schedule of our calculations
to each of the trustee and the conversion agent, and each of the trustee and conversion agent
is entitled to rely conclusively upon the accuracy of our calculations without independent
verification. The trustee will forward the calculations to any holder of debentures upon the
request of that holder.

Trustee

Wells Fargo Bank, National Association is the trustee, registrar, paying agent and conversion
agent. We maintain banking relationships in the ordinary course of business with the trustee
and its affiliates.

No personal liability of stockholders, employees, officers or directors

None of our, or of any successor entity’s, direct or indirect stockholders, employees, officers or
directors, as such, past, present or future, shall have any personal liability in respect of our
obligations under the indenture or the debentures solely by reason of his or its status as such
stockholder, employee, officer or director.

Governing law

The indenture provides that it and the debentures will be governed by, and construed in
accordance with, the laws of the State of New York.

Book-entry, settlement and clearance
The global debentures

The debentures will initially be issued in the form of one or more registered debentures in
global form, without interest coupons (which we refer to as the “global debentures”). Upon
issuance, each of the global debentures will be deposited with the trustee as custodian for DTC
and registered in the name of Cede & Co., as nominee of DTC.

Ownership of beneficial interests in a global debenture will be limited to persons who have
accounts with DTC (which we refer to as “DTC participants”) or persons who hold interests
through DTC participants. We expect that under procedures established by DTC:

* upon deposit of a global debenture with DTC's custodian, DTC will credit portions of the
principal amount of the global debenture to the accounts of the DTC participants designated
by the initial purchasers; and

e ownership of beneficial interests in a global debenture will be shown on, and transfer of
ownership of those interests will be effected only through, records maintained by DTC (with
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respect to interests of DTC participants) and the records of DTC participants (with respect to
other owners of beneficial interests in the global debenture).

Beneficial interests in global debentures may not be exchanged for debentures in physical,
certificated form except in the limited circumstances described below.

The global debentures and beneficial interests in the global debentures will be subject to
restrictions on transfer as described under “Transfer restrictions.”

Book-entry procedures for the global debentures

All interests in the global debentures will be subject to the operations and procedures of DTC.
We provide the following summary of those operations and procedures solely for the
convenience of investors. The operations and procedures of DTC are controlled by that
settlement system and may be changed at any time. Neither we nor the initial purchasers are
responsible for those operations or procedures.

DTC has advised us that it is:

e a limited purpose trust company organized under the laws of the State of New York;
“banking organization” within the meaning of the New York State banking law;
member of the Federal Reserve System;

“clearing corporation” within the meaning of the Uniform Commercial Code; and
“clearing agency” registered under Section 17A of the Exchange Act.

[
[V I < R < I o]

DTC was created to hold securities for its participants and to facilitate the clearance and
settlement of securities transactions between its participants through electronic book-entry
changes to the accounts of its participants. DTC's participants include securities brokers and
dealers, including the initial purchasers, banks and trust companies, clearing corporations and
other organizations. Indirect access to DTC's system is also available to others such as banks,
brokers, dealers and trust companies; these indirect participants clear through or maintain a
custodial relationship with a DTC participant, either directly or indirectly. Investors who are not
DTC participants may beneficially own securities held by or on behalf of DTC only through DTC
participants or indirect participants in DTC.

So long as DTC's nominee is the registered owner of a global debenture, that nominee will be
considered the sole owner and holder of the debentures represented by that global debenture
for all purposes under the indenture. Except as provided below, owners of beneficial interests

in a global debenture:

e will not be entitled to have debentures represented by the global debenture registered in
their names;

e will not receive or be entitled to receive physical, certificated debentures; and

e will not be considered the owners or holders of the debentures under the indenture for any
purpose, including with respect to the giving of any direction, instruction or approval to the
trustee under the indenture.

As a result, each investor who owns a beneficial interest in a global debenture must rely on
the procedures of DTC to exercise any rights of a holder of debentures under the indenture
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(and, if the investor is not a participant or an indirect participant in DTC, on the procedures of
the DTC participant through which the investor owns its interest).

Payments of principal and interest with respect to the debentures represented by a global
debenture will be made by the trustee to DTC's nominee as the registered holder of the global
debenture. Neither we nor the trustee will have any responsibility or liability for the payment
of amounts to owners of beneficial interests in a global debenture, for any aspect of the
records relating to or payments made on account of those interests by DTC, or for maintaining,
supervising or reviewing any records of DTC relating to those interests.

Payments by participants and indirect participants in DTC to the owners of beneficial interests
in a global debenture will be governed by standing instructions and customary industry
practice and will be the responsibility of those participants or indirect participants and DTC.

Transfers between participants in DTC will be effected under DTC’s procedures and will be
settled in same-day funds.

Certificated debentures

Debentures in physical, certificated form will be issued and delivered to each person that DTC
identifies as a beneficial owner of the related debentures only if:

e DTC notifies us at any time that it is unwilling or unable to continue as depositary for the
global debentures and a successor depositary is not appointed within 90 days;

e DTC ceases to be registered as a clearing agency under the Exchange Act and a successor
depositary is not appointed within 90 days;

e we, at our option, notify the trustee that we elect to cause the issuance of certificated
debentures, subject to DTC's procedures (DTC has advised that, under its current practices, it
would notify its participants of our request, but will withdraw beneficial interests from the
global debentures only at the request of each DTC participant); or

e an event of default in respect of the debentures has occurred and is continuing, and the
trustee has received a request from DTC.

In addition, beneficial interests in a global debenture may be exchanged for certificated
debentures in accordance with procedures of DTC.

Registration rights

We and the initial purchasers will enter into a registration rights agreement before or
concurrently with the issuance of the debentures.

Pursuant to the registration rights agreement, we will agree for the benefit of the holders of
the debentures and the common stock issuable upon conversion of the debentures that we
will, at our cost:

e no later than 120 days after the original date of issuance of the debentures, file a shelf
registration statement (which will be an automatic shelf registration statement if we qualify
to use automatic shelf registration statements at the time of filing) covering resales of the
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debentures and the common stock issuable upon the conversion thereof pursuant to
Rule 415 under the Securities Act;

e unless the shelf registration statement becomes effective automatically, use our reasonable
efforts to cause the shelf registration statement to be declared effective under the Securities
Act no later than 180 days after the original date of issuance of the debentures; and

e subject to certain rights to suspend use of the shelf registration statement, use our
reasonable efforts to keep the shelf registration statement continuously effective until such
time as all of the debentures and the common stock issuable on the conversion thereof
(i) cease to be outstanding, (ii) have been sold or otherwise transferred pursuant to an
effective registration statement, (iii) have been sold pursuant to Rule 144 under
circumstances in which any legend borne by the debentures or common stock relating to
restrictions on transferability thereof is removed, (iv) the period of time specified in
Rule 144(k) for the holding period has passed or (v) are otherwise freely transferable without
restriction.

We will be permitted to suspend the effectiveness of the shelf registration statement or the
use of the prospectus that is part of the shelf registration statement during specified periods
(not to exceed 120 days in the aggregate in any 12 month period) in certain circumstances,
including circumstances relating to pending corporate developments. We need not specify the
nature of the event giving rise to a suspension in any notice to holders of the debentures of
the existence of a suspension.

The following requirements and restrictions will generally apply to a holder selling debentures
or common stock issued on the conversion thereof pursuant to the shelf registration statement:

e the holder will be required to be named as a selling securityholder in the related prospectus;

the holder will be required to deliver a prospectus to purchasers;

the holder will be subject to some of the civil liability provisions under the Securities Act in
connection with any sales; and

the holder will be bound by the provisions of the registration rights agreement which are
applicable to the holder (including indemnification obligations).

We will agree to pay predetermined additional interest as described herein (“additional
interest”) to holders of the debentures if the shelf registration statement is not timely filed or
made effective as described above or if the prospectus is unavailable for periods in excess of
those permitted above. The additional interest, if any, is payable at the same time, in the same
manner and to the same persons as ordinary interest. The additional interest will accrue until a
failure to file or become effective or unavailability is cured in respect of any debentures
required to bear the legend set forth in “Transfer restrictions” at a rate per annum equal to
0.25% for the first 90 days after the occurrence of the event and 0.50% after the first 90 days.
However, no additional interest will accrue following the end of the period during which we
are required to use our reasonable efforts to keep the shelf registration statement effective. In
no event shall additional interest accrue at a rate exceeding 0.50%. In addition, no additional
interest will be payable in respect of shares of common stock into which the debentures have
been converted.
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The additional interest will accrue from and including the date on which any the registration
default occurs to but excluding the date on which all registration defaults have been cured.
We will have no other liabilities for monetary damages with respect to our registration
obligations. However, if we breach, fail to comply with or violate some provisions of the
registration rights agreement, the holders of the debentures may be entitled to equitable
relief, including injunction and specific performance.

We will agree in the registration rights agreement to give notice to all holders of the filing
and effectiveness of the shelf registration statement. Attached to this offering memorandum as
Annex A is a form of notice and questionnaire to be completed and delivered by a holder of
debentures or shares of common stock issued upon conversion of the debentures. Holders who
wish to sell their debentures or common stock are required to complete and deliver the
questionnaire prior to the effectiveness of the shelf registration statement so that the holder
may be named as a selling securityholder in the related prospectus at the time of effectiveness.
Upon receipt of the completed questionnaire, together with any other information as may be
reasonably requested by us from a holder of debentures following the effectiveness of the
shelf registration statement, we will, as promptly as practicable but in any event within

15 business days of receipt or of the end of any suspension period, as applicable, file such
amendments to the shelf registration statement or supplements to the related prospectus as
are necessary to permit the holder to deliver the prospectus to purchasers of registrable
securities (subject to our right to suspend the use of the prospectus as described above);
provided, however, that after the shelf registration statement has become effective, in no
event shall we be obliged to file more than one post-effective amendment to the shelf
registration statement in any calendar quarter. Any holder that does not timely complete and
deliver a questionnaire and provide any other information reasonably requested by us will not
be named as a selling securityholder in the prospectus and therefore will not be permitted to
sell any registrable securities pursuant to the shelf registration statement.

We will pay all expenses of the shelf registration statement, provide to each registered holder
copies of the related prospectus, notify each registered holder when the shelf registration
statement has become effective and take other actions that are required to permit, subject to
the foregoing, unrestricted resales of the debentures and the shares of common stock issued
upon conversion of the debentures.

The summary herein of provisions of the registration rights agreement is subject to, and is
qualified in its entirety by reference to, all the provisions of the registration rights agreement,
a copy of which is available from us upon request as described under “Where you can find
more information.”
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Description of capital stock

Under Microchip’s certificate of incorporation, as amended (the “Certificate of Incorporation”),
Microchip is authorized to issue up to 450 million shares of common stock and up to 5 million
shares of preferred stock. As of October 31, 2007, we had outstanding 214,240,668 shares of
common stock and no preferred stock.

The following summary of certain provisions of the common stock and preferred stock does
not purport to be complete and is subject to, and qualified in its entirety by, the provisions of
Microchip’s Certificate of Incorporation, bylaws and the provisions of applicable law.

Common Stock

Subject to preferences that may be applicable to any preferred stock outstanding at the time,
the holders of outstanding shares of common stock are entitled to receive dividends out of
assets legally available therefor at such times and in such amounts as our board of directors
from time to time may determine. Holders of common stock are also entitled to one vote for
each share held on all matters submitted to a vote of stockholders. The common stock is not
entitled to preemptive rights and is not subject to conversion or redemption. Upon liquidation,
dissolution or winding-up of Microchip, the assets legally available for distribution to
stockholders would be distributed ratably among the holders of the common stock and any
participating preferred stock outstanding at that time after payment of liquidation preferences,
if any, on any outstanding preferred stock and payment of other claims of creditors. Each
outstanding share of common stock is, and all shares of common stock currently outstanding
are, fully paid and nonassessable.

Preferred Stock

Microchip is authorized to issue up to 5 million shares of preferred stock. Our board of
directors is authorized, subject to limitations prescribed by the Delaware General Corporation
Law (the "DGCL"), to provide for the issuance of preferred stock in one or more series, to
establish from time to time the number of shares to be included in each such series, to fix the
rights, preferences and privileges of the shares of each wholly unissued series and any
qualifications, limitations or restrictions thereon, and to increase or decrease the number of
shares of any such series (but not below the number of shares of such series then outstanding),
without any further vote or action by the stockholders. Our board of directors may authorize
the issuance of preferred stock with voting or conversion rights that could adversely affect the
voting power or other rights of the holders of common stock. The issuance of preferred stock
may have the effect of delaying, deferring or preventing a change in control of Microchip and
may adversely affect the market price of the common stock, and the voting and other rights of
the holders of common stock. Microchip has no current plan to issue any shares of preferred
stock.

Stockholder Rights Plan

Microchip has adopted a stockholder rights plan that may discourage, delay or prevent a
change of control and make any future unsolicited acquisition attempt more difficult. Under
the stockholder rights plan, the rights will become exercisable only upon the occurrence of
certain events specified in the plan, including the acquisition of 18% of our outstanding
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common stock by a person or group, and each right entitles the holder, other than an
"acquiring person,” to acquire shares of our common stock at a 50% discount to the
then-prevailing market price. Our board of directors may redeem outstanding rights at any
time prior to a public announcement of a person becoming an “acquiring person,” at a price of
$0.01 per right. Prior to such time, the terms of the rights may be amended by our board of
directors without the approval of the holders of the rights.

Delaware anti-takeover law and charter and bylaw provisions

Provisions of Delaware law and our charter documents could make the acquisition of us and
the removal of incumbent officers and directors more difficult.

Delaware takeover statute

We are governed by Section 203 of the DGCL, which prohibits a Delaware corporation from
engaging in any business combination with any interested stockholder for a period of three
years after the date that the stockholder became an interested stockholder, unless:

e before that date, the board of directors of the corporation approved either the business
combination or the transaction that resulted in the stockholder becoming an interested
stockholder;

e upon completion of the transaction that resulted in the stockholder becoming an interested
stockholder, the interested stockholder owned at least 85% of the voting stock of the
corporation outstanding at the time the transaction began, excluding for purposes of
determining the number of shares outstanding those shares owned by persons who are
directors and also officers of which can be issued under employee stock plans in which
employee participants do not have the right to determine confidentially whether shares held
subject to the plan will be tendered in a tender or exchange offer; or

e on or after that date, the business combination is approved by the board of directors and
authorized at an annual or special meeting of stockholders and not by written consent, by
the affirmative vote of at least 66%:% of the outstanding voting stock that is not owned by
the interested stockholder.

In general, Section 203 of the DGCL defines an interested stockholder as any entity or person

who, with affiliates and associates owns, or within the three year period immediately prior to
the business combination, beneficially owned 15% or more of the outstanding voting stock of
the corporation. Section 203 of the DGCL defines business combination to include:

e any merger or consolidation involving the corporation and the interested stockholder;

e any sale, transfer, pledge or other disposition of 10% or more of the assets of the
corporation involving the interested stockholder;

* subject to specified exceptions, any transaction that results in the issuance or transfer by the
corporation of any stock of the corporation to the interested stockholder;

e any transaction involving the corporation that increases the proportionate share of the stock
of any class or series of the corporation beneficially owned by the interested stockholder; or
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e the receipt by the interested stockholder of the benefit of any loans, advances, guarantees,
pledges or other financial benefits provided by or through the corporation.

Advance notice provisions

Our bylaws establish advance notice procedures for stockholder proposals and nominations of
candidates for election as directors other than nominations made by or at the direction of the
board of directors or a committee of the board of directors.

Special meeting requirements

Our Certificate of Incorporation and bylaws provide that special meetings of stockholders may
only be called by our board of directors or the chairman of the board or by one or more
stockholders owning in the aggregate not less than fifty percent (50%) of the entire capital
stock of the corporation issued and outstanding and entitled to vote.

Cumulative voting

Neither our Certificate of Incorporation nor our bylaws provides for cumulative voting in the
election of directors. These provisions may deter a hostile takeover or delay a change in control
or management of Microchip.

Action by stockholder consent

Microchip’s bylaws provide that our stockholders may take action by written consent without a
meeting.

Limitation on liability and indemnification of officers and directors

Section 145 of the DGCL authorizes a court to award, or a corporation’s board of directors to
grant, indemnity to directors and officers in terms sufficiently broad to permit such
indemnification under certain circumstances for liabilities (including reimbursement for
expenses incurred) arising under the Securities Act.

As permitted by the DGCL, our Certificate of Incorporation provides that our directors shall not
be liable to us or our stockholders for monetary damages for breach of fiduciary duty as a
director, except for liability (i) for any breach of the director’s duty of loyalty to the
corporation or its stockholders, (ii) for acts or omissions not in good faith or which involve
intentional misconduct or a knowing violation of law, (iii) under Section 174 of the DGCL
(regarding unlawful payments of dividends and unlawful stock purchases or redemptions), or
(iv) for any transaction from which the director derived an improper personal benefit.

In addition, as permitted by Section 145 of the DGCL, our bylaws provide that we are required
to indemnify to the fullest extent authorized by law, subject to certain very limited exceptions,
any person who was or is made a party or is threatened to be made a party to or is otherwise
involved in any action, suit or proceeding, whether civil, criminal, administrative or
investigative, by reason of the fact that he or she is or was a director or an officer of Microchip
or is or was serving at the request of Microchip as a director, officer, employee or agent of
another corporation or of a partnership, joint venture, trust or other enterprise, including
service with respect to an employee benefit plan (an “Indemnitee”), against all expense,
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liability and loss (including attorneys’ fees, judgments, fines, ERISA excise taxes or penalties and
amounts paid in settlement) reasonably incurred or suffered by such Indemnitee in connection
therewith;

We have entered or intend to enter into Indemnification Agreements with each of our current
directors and executive officers to give such directors and executive officers additional
contractual assurances regarding the scope of the indemnification set forth in our Certificate of
Incorporation and to provide additional procedural protections.

Transfer agent and registrar

The transfer agent and registrar for our common stock is Wells Fargo Bank Minnesota, N.A. Its
address is 161 North Concord Exchange, P.O. Box 64854, St. Paul, Minnesota 55075-1139,
Attention: Shareowner Services.
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Certain U.S. federal income tax considerations

TO COMPLY WITH U.S. TREASURY DEPARTMENT CIRCULAR 230, YOU ARE HEREBY NOTIFIED
THAT: (A) ANY DISCUSSION OF U.S. FEDERAL TAX ISSUES IN THIS OFFERING MEMORANDUM IS
NOT INTENDED OR WRITTEN TO BE RELIED UPON, AND CANNOT BE RELIED UPON, BY YOU
FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSED ON YOU UNDER THE
INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE “CODE"); (B) SUCH DISCUSSION IS
INCLUDED HEREIN BY MICROCHIP IN CONNECTION WITH THE PROMOTION OR MARKETING
(WITHIN THE MEANING OF CIRCULAR 230) BY MICROCHIP AND THE INITIAL PURCHASERS OF
THE TRANSACTIONS OR MATTERS ADDRESSED HEREIN; AND (C) YOU SHOULD SEEK ADVICE
BASED ON YOUR PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISOR.

This section is a discussion of certain U.S. federal income tax considerations relating to the
purchase, ownership and disposition of the debentures and the common stock into which the
debentures may be converted. This summary does not provide a complete analysis of all
potential tax considerations. The information provided below is based on existing U.S. federal
income tax authorities, all of which are subject to change or differing interpretations, possibly
with retroactive effect. The summary generally applies only to beneficial owners of the
debentures that hold the debentures and common stock as “capital assets” (generally, for
investment). This discussion does not purport to deal with all aspects of U.S. federal income
taxation that may be relevant to a particular beneficial owner in light of the beneficial owner’s
circumstances (for example, persons subject to the alternative minimum tax provisions of the
Code, or a U.S. holder (as defined below) whose “functional currency” is not the U.S. dollar).
Also, it is not intended to be wholly applicable to all categories of investors, some of which
may be subject to special rules (such as dealers in securities, traders in securities that elect to
use a mark-to-market method of accounting, banks, thrifts, requlated investment companies,
real estate investment trusts, insurance companies, tax-exempt entities, tax-deferred or other
retirement accounts, certain former citizens or residents of the United States, persons holding
debentures or common stock as part of a hedging, integrated or conversion transaction or a
straddle, or persons deemed to sell debentures or common stock under the constructive sale
provisions of the Code). Finally, the summary does not describe the effects of the U.S. federal
estate and gift tax laws or the effects of any applicable foreign, state or local laws.

INVESTORS CONSIDERING THE PURCHASE OF DEBENTURES SHOULD CONSULT THEIR OWN TAX
ADVISORS REGARDING THE APPLICATION OF THE U.S. FEDERAL INCOME TAX LAWS TO THEIR
PARTICULAR SITUATIONS AND THE CONSEQUENCES OF U.S. FEDERAL ESTATE OR GIFT TAX
LAWS, FOREIGN, STATE AND LOCAL LAWS, AND TAX TREATIES.

Classification of the debentures

We will treat the debentures as indebtedness subject to the Treasury regulations governing
contingent payment debt instruments (“CPDIs") for U.S. federal income tax purposes. Pursuant
to the terms of the indenture, each holder of the debentures must treat the debentures in
such a manner for U.S. federal income tax purposes, and each holder is bound by our
application of those regulations to the debentures, including our determination of the rate at
which interest will be deemed to accrue on the debentures for U.S. federal income tax
purposes and the related projected payment schedule, as described below. The remainder of
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this discussion assumes that the debentures will be treated in accordance with that agreement
and our determinations.

No authority, however, directly addresses the treatment of all aspects of the debentures for
U.S. federal income tax purposes, and the proper treatment of a holder of a debenture is,
therefore, uncertain in various respects. The Internal Revenue Service (the “IRS”) has issued
Revenue Ruling 2002-31 and Notice 2002-36, in which it addressed the U.S. federal income tax
treatment of a debt instrument similar, although not identical, to the debentures, and
concluded that the debt instrument addressed in the Revenue Ruling was subject to the CPDI
regulations. In addition, the IRS clarified certain aspects of the applicability of certain other
provisions of the Code to the debt instrument addressed in that published guidance. The
applicability of Revenue Ruling 2002-31 and Notice 2002-36, however, to a particular debt
instrument, such as the debentures, is uncertain. We have not obtained, nor do we intend to
obtain, a ruling from the IRS with respect to the U.S. federal income tax consequences of
purchasing, owning or disposing of the debentures or common stock, and no assurance can be
given that the IRS will not challenge one or more of the tax consequences described herein. A
different treatment of the debentures from that described below could affect the amount,
timing, source and character of income, gain or loss in respect of an investment in debentures.
In particular, it might be determined that a holder should have accrued interest income at a
different rate from the “comparable yield” described below, should not have recognized
income or gain upon conversion of the debentures, and should have recognized capital gain or
loss upon a taxable disposition of the debentures.

U.S. holders

As used herein, the term “U.S. holder” means a beneficial owner of the debentures or the
common stock into which the debentures may be converted that, for U.S. federal income tax
purposes, is (1) an individual who is a citizen or resident of the United States, (2) a corporation,
or an entity treated as a corporation for U.S. federal income tax purposes, created or organized
in or under the laws of the United States or any state of the United States, including the
District of Columbia, (3) an estate the income of which is subject to U.S. federal income
taxation regardless of its source, or (4) a trust that (a) is subject to the primary supervision of a
U.S. court and the control of one of more U.S. persons or (b) has a valid election in effect
under applicable U.S. Treasury regulations to be treated as a U.S. person. A “non-U.S. holder” is
a beneficial owner of the debentures or the common stock into which the debentures may be
converted (other than a partnership, including for this purpose any entity or arrangement
treated as a partnership for U.S. federal income tax purposes) that is not a U.S. holder. If a
partnership (including for this purpose any entity or arrangement, domestic or foreign, treated
as a partnership for U.S. federal income tax purposes) is a beneficial owner of a debenture or
common stock acquired upon conversion of a debenture, the tax treatment of a partner in the
partnership will depend upon the status of the partner and the activities of the partnership. A
beneficial owner of a debenture or common stock acquired upon conversion of a debenture
that is a partnership, and partners in such partnership, should consult their own tax advisors
about the U.S. federal income tax consequences of purchasing, owning and disposing of the
debentures and the common stock into which the debentures may be converted.
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Taxation of interest

Under the rules governing CPDIs, a U.S. holder generally will be required to accrue interest
income on the debentures in the amounts described below, regardless of whether the U.S.
holder uses the cash or accrual method of tax accounting. Accordingly, U.S. holders will be
required to include interest in taxable income in each year in excess of any interest payments
actually received in that year.

The CPDI regulations provide that a U.S. holder must accrue as original issue discount for U.S.
federal income tax purposes an amount of ordinary interest income for each accrual period
prior to and including the maturity date of the debentures that equals:

(1) the product of (i) the adjusted issue price (as defined below) of the debentures as of the
beginning of the accrual period; and (ii) the comparable yield to maturity (as defined below) of
the debentures, adjusted for the length of the accrual period;

(2) divided by the number of days in the accrual period; and

(3) multiplied by the number of days during the accrual period that the U.S. holder held the
debentures.

The issue price of a debenture is the first price at which a substantial amount of the
debentures is sold for money to the public (not including sales to bond houses, brokers or
similar persons or organizations acting in the capacity of underwriters, placement agents or
wholesalers). The adjusted issue price of a debenture is its issue price, increased by any interest
income previously accrued under the projected payment schedule, determined without regard
to any adjustments to interest accruals described below under “—Adjustments to interest
accruals on the debentures,” and decreased by the amount of any noncontingent payments
and the projected amount of any contingent payments previously scheduled to have been
made with respect to the debentures (without regard to the actual payments).

Under the rules governing CPDIs, we are required to establish the “comparable yield” of the
debentures, which we have determined to be 9.1%, compounded semi-annually. This is the
annual yield we believe we would pay, as of the initial issue date of the debentures, on a fixed
rate, nonconvertible debt security with no contingent payments, but with terms and conditions
otherwise comparable to those of the debentures. The precise manner of determining the
comparable yield is not entirely clear. There can be no assurance that the IRS will not challenge
our determination of the comparable yield or that such challenge will not be successful. If our
determination of the comparable yield were successfully challenged by the IRS, the
redetermined yield could be materially greater or less than the comparable yield determined
by us.

We also are required to provide to U.S. holders, solely for U.S. federal income tax purposes, a
schedule of the projected amounts of payments on the debentures. This schedule must produce
the comparable yield. The projected payment schedule for the debentures includes estimates
for payments of contingent interest and an estimate for payment at maturity taking into
account the projected value of the stock into which the debentures are convertible. The fair
market value of any common stock and the amount of any cash received upon conversion will
be treated as a contingent payment. U.S. holders may obtain the projected payment schedule
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by submitting a written request for such information to: Microchip Technology Incorporated,
2355 W. Chandler Boulevard, Chandler, AZ 85224-6199, Attention: Chief Financial Officer.

Under the indenture, each U.S. holder is required for U.S. federal income tax purposes to use
the comparable yield and the schedule of projected payments in determining its interest
accruals, and the adjustments thereto described below, in respect of the debentures.

THE COMPARABLE YIELD AND THE SCHEDULE OF PROJECTED PAYMENTS ARE NOT
DETERMINED FOR ANY PURPOSE OTHER THAN FOR THE DETERMINATION OF A U.S. HOLDER'’S
INTEREST ACCRUALS AND ADJUSTMENTS THEREOF IN RESPECT OF THE DEBENTURES FOR U.S.
FEDERAL INCOME TAX PURPOSES AND DO NOT CONSTITUTE A PROJECTION OR
REPRESENTATION REGARDING THE ACTUAL AMOUNTS PAYABLE WITH RESPECT TO THE
DEBENTURES OR THE VALUE AT ANY TIME OF THE DEBENTURES OR COMMON STOCK INTO
WHICH THE DEBENTURES MAY BE CONVERTED.

Amounts treated as interest under the CPDI regulations are treated as original issue discount
for all purposes of the Code.

Adjustments to interest accruals on the debentures

If a U.S. holder of debentures receives during a taxable year actual payments with respect to its
debentures that, in the aggregate, exceed the total amount of projected payments for that
taxable year, the U.S. holder will incur a “net positive adjustment” under the CPDI regulations
equal to the amount of such excess. The U.S. holder must treat a net positive adjustment as
additional interest income. For this purpose, the payments in a taxable year include the fair
market value of property (including common stock received upon conversion of the
debentures) received in that year.

If a U.S. holder receives during a taxable year actual payments with respect to the debentures
that, in the aggregate, are less than the amount of projected payments for that taxable year,
the U.S. holder will incur a “net negative adjustment” under the CPDI regulations equal to the
amount of such deficit. This net negative adjustment will (i) reduce the U.S. holder’s interest
income on the debentures for that taxable year, and (ii) to the extent of any excess after the
application of (i), give rise to an ordinary loss to the extent of the U.S. holder’s interest income
on the debentures during prior taxable years, reduced to the extent such interest was offset by
prior net negative adjustments.

Any net negative adjustment in excess of the amounts described in (i) and (ii) will be carried
forward to offset future interest income with respect to the debentures or to reduce the
amount realized on a sale, exchange, conversion, redemption or other disposition of the
debentures. A net negative adjustment is not subject to the two percent floor limitation on
miscellaneous itemized deductions.

Special rules will apply if the amount of a contingent payment on a debenture becomes fixed
more than six months prior to the due date of the payment. Generally, in this case a U.S.
holder would be required to make an adjustment to account for the difference between the
present value of the amount so treated as fixed and the present value of the projected
payment. The U.S. holder’s tax basis in the debenture also would be affected. You are urged to
consult your tax advisor concerning the application of these special rules.
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If a U.S. holder purchases a debenture at a price other than its adjusted issue price, the
difference between the U.S. holder’s purchase price and the adjusted issue price of the
debenture generally must be reasonably allocated to daily portions of interest (if the difference
is attributable to a change in interest rates since the issue date) or projected payments (if the
difference is attributable to a change in expectations as to the potential contingent payments)
over the remaining term of the debentures by making positive adjustments (if the purchase
price is less than the adjusted issue price) or negative adjustments (if the purchase price is more
than the adjusted issue price). On the date of any such positive or negative adjustment, the
U.S. holder’s basis in the debenture is increased or reduced, as applicable, by the amount of
the adjustment.

Sale, exchange, conversion, redemption or other disposition of debentures

Generally, the sale, exchange, conversion, redemption or other disposition of a debenture will
result in taxable gain or loss to a U.S. holder. Note that, as described above, our calculation of
the comparable yield and the schedule of projected payments for the debentures includes the
receipt of common stock upon conversion as a contingent payment with respect to the
debentures. Accordingly, we intend to treat the receipt of our common stock by a U.S. holder
upon the conversion of a debenture as a contingent payment under the CPDI regulations. As
described above, holders have agreed by purchase to be bound by our determination of the
comparable yield and the schedule of projected payments. Under this treatment, a conversion
also will result in taxable gain or loss to the U.S. holder. The amount of gain or loss on a
taxable sale, exchange, conversion, redemption or other disposition will be equal to the
difference between (a) the amount of cash plus the fair market value of any other property
received by the U.S. holder, including the fair market value of any of our common stock
received, and (b) the U.S. holder’s adjusted tax basis in the debenture. Except as set forth in
the last paragraph above under “—Adjustments to interest accruals on the debentures” with
respect to a U.S. holder that purchases a debenture at a price other than its adjusted issue
price, a U.S. holder’s adjusted tax basis in a debenture generally should be equal to the U.S.
holder’s original purchase price for the debenture, increased by any interest income previously
accrued by the U.S. holder under the projected payment schedule (determined without regard
to any adjustments to interest accruals described above under “—Adjustments to interest
accruals on the debentures”), and decreased by the amount of any noncontingent payments
and the projected amount of any contingent payments previously scheduled to have been
made on the debentures to the U.S. holder (without regard to the actual payments). Except as
set forth in the last paragraph above under “—Adjustments to interest accruals on the
debentures” with respect to a U.S. holder that purchases a debenture at a price other than its
adjusted issue price, the projected payments generally are treated as the actual payments for
purposes of making adjustments to basis. The amount of any gain will be reduced by any net
negative adjustment carried forward, as described above under "—Adjustments to interest
accruals on the debentures.” Gain recognized upon a sale, exchange, conversion, redemption or
other disposition of a debenture generally will be treated as ordinary interest income; any loss
will be ordinary loss to the extent of interest on the debentures included in income for the
year of sale or any prior period, and thereafter, capital loss (which will be long-term if the
debenture is held for more than one year). The deductibility of net capital losses is subject to
limitations. A U.S. holder who sells, exchanges, redeems or converts a debenture at a loss that
meets certain thresholds may be required to file a disclosure statement with the IRS. Holders
should consult their tax advisors regarding the treatment of capital losses.
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A U.S. holder’s tax basis in our common stock received upon a conversion of a debenture will
equal the then current fair market value of such common stock. The U.S. holder’s holding
period for the common stock received will commence on the day immediately following the
date of receipt, rather than on the date of acquisition of the debentures.

In the event that we undergo a business combination as described under “Description of
debentures—Conversion rights—Recapitalizations, reclassifications and changes of our common
stock,” the conversion obligation may be adjusted so that holders would be entitled to convert
the debentures into the type of consideration that they would have been entitled to receive
upon such business combination had the debentures been converted into our common stock
immediately prior to such business combination, except that such holders will not be entitled
to receive additional shares resulting from an adjustment to the conversion rate, as described
under “Description of debentures—Conversion rights—Adjustment to shares delivered upon
conversion in connection with certain fundamental changes,” unless such debentures are
converted in connection with the relevant fundamental change. Depending on the facts and
circumstances at the time of such business combination, such adjustment may result in a
deemed exchange of the outstanding debentures, which may be a taxable event for U.S.
federal income tax purposes. U.S. Holders are urged to consult their own tax advisors
regarding the U.S. federal income tax consequences of such an adjustment upon a business
combination.

Distributions

If, after a U.S. holder acquires our common stock upon a conversion of a debenture, we make
a distribution in respect of such common stock from our current or accumulated earnings and
profits as determined under U.S. federal income tax principles, the distribution will be treated
as a dividend and will be includible in a U.S. holder’s income when paid. If the distribution
exceeds our current and accumulated earnings and profits, the excess will be treated first as a
tax-free return of the U.S. holder’s investment, up to the U.S. holder’s tax basis in its common
stock, and any remaining excess will be treated as capital gain from the sale or exchange of
the common stock. If the U.S. holder is a U.S. corporation, it generally would be able to claim a
dividends received deduction on a portion of any distribution taxed as a dividend, provided
that certain holding period requirements are satisfied. Subject to certain exceptions, dividends
received by non-corporate U.S. holders currently are taxed at a maximum rate of 15%
(effective for tax years through 2010), provided that certain holding period requirements are
met.

Constructive distributions

The terms of the debentures allow for changes in the conversion rate of the debentures under
certain circumstances. A change in conversion rate that allows holders of debentures to receive
more shares of common stock on conversion may increase the holders’ proportionate interests
in our earnings and profits or assets. In that case, the holders of debentures generally will be
treated as though they received a taxable distribution in the form of our common stock. A
taxable constructive stock distribution will result, for example, when the conversion rate is
adjusted to compensate holders of debentures for distributions of cash or property to our
stockholders out of earnings and profits. See “Dividend policy”. The adjustment to the
conversion rate of debentures converted in connection with a change in control, as described
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under “Description of debentures—Conversion rights—Adjustment to shares delivered upon
conversion in connection with certain fundamental changes” above, also may be treated as a
taxable stock distribution. Not all changes in the conversion rate that result in holders of
debentures receiving more common stock on conversion, however, increase the holders’
proportionate interests in us. For instance, a change in conversion rate could simply prevent
the dilution of the interests of holders of debentures upon a stock split or other change in
capital structure. Changes of this type, if made pursuant to a bona fide reasonable adjustment
formula, are not treated as constructive stock distributions. If an event occurs that increases the
interests of holders of the debentures and the conversion rate of the debentures is not
adjusted (or not adequately adjusted), this could be treated as a taxable stock distribution to
holders of the debentures. Any taxable constructive stock distributions resulting from a change
to, or failure to change, the conversion rate that is treated as a distribution of common stock
will be treated for U.S federal income tax purposes in the same manner as distributions on our
common stock paid in cash or other property. They will result in a taxable dividend to the
recipient to the extent of our current or accumulated earnings and profits (with the recipient’s
tax basis in its debenture or common stock, as the case may be, being increased by the amount
of such dividend), with any excess treated as a tax-free return of the holder’s investment in its
debenture or common stock (as the case may be) or as capital gain. U.S. holders should consult
their own tax advisors regarding whether any taxable constructive stock dividend would be
eligible for the maximum 15% rate or the dividends received deduction described in the
previous paragraph, as the requisite applicable holding period requirements might not be
considered to be satisfied.

Sale or exchange of common stock

A U.S. holder generally will recognize capital gain or loss on a sale or exchange of common
stock. The U.S. holder’s gain or loss will equal the difference between the proceeds received by
the holder and the holder’s tax basis in the stock. The proceeds received by the U.S. holder will
include the amount of any cash and the fair market value of any other property received for
the stock. The gain or loss recognized by a U.S. holder on a sale or exchange of common stock
will be long-term capital gain or loss if the holder’s holding period in the common stock is
more than one year, or short-term capital gain or loss if the holder’s holding period in the
common stock is one year or less, at the time of the transaction. Long-term capital gains of
non-corporate taxpayers are currently taxed at a maximum 15% federal rate (effective for tax
years through 2010, after which the maximum rate is scheduled to increase to 20%).
Short-term capital gains are taxed at ordinary income rates. The deductibility of capital losses
by individuals and corporations is subject to limitations.

Non-U.S. holders

The following discussion is limited to the U.S. federal income tax consequences relevant to a
non-U.S. holder (as defined above).

Taxation of interest

Payments of interest to non-U.S. holders are generally subject to U.S. federal income tax at a
rate of 30% (or a reduced or zero rate under the terms of an applicable income tax treaty
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between the United States and the non-U.S. holder’s country of residence), collected by means
of withholding by the payor.

Payments of interest on the debentures to most non-U.S. holders, however, will qualify as
“portfolio interest,” and thus will be exempt from U.S. federal income tax, including
withholding of such tax, if the non-U.S. holders certify their nonresident status as described
below. The portfolio interest exception will not apply to payments of interest to a non-U.S.
holder that:

e owns, actually or constructively, shares of our stock representing at least 10% of the total
combined voting power of all classes of our stock entitled to vote;

e is a “controlled foreign corporation” that is related, directly or indirectly, to us through stock
ownership; or

e is engaged in the conduct of a trade or business in the United States to which such interest
payments are effectively connected and, generally, if an income tax treaty applies, the
interest payments are attributable to a U.S. permanent establishment maintained by the
non-U.S. holder (see the discussion under “—Non-U.S. holders—Income or gains effectively
connected with a U.S. trade or business” below).

In general, a foreign corporation is a controlled foreign corporation if more than 50% of its
stock is owned, actually or constructively, by one or more U.S. persons that each owns, actually
or constructively, at least 10% of the corporation’s voting stock.

The portfolio interest exception, reduction of the withholding rate pursuant to the terms of an
applicable income tax treaty and several of the special rules for Non-U.S. holders described
below require the holder to certify its nonresident status. A non-U.S. holder can meet this
certification requirement by providing a properly executed IRS Form W-8BEN or appropriate
substitute form to us or our paying agent prior to the payment. If the non-U.S. holder holds
the debenture through a financial institution or other agent acting on the holder’s behalf, the
holder will be required to provide appropriate documentation to the agent. The non-U.S.
holder’s agent will then be required to provide certification to us or our paying agent, either
directly or through other intermediaries.

Sale, exchange, redemption, conversion or other disposition of debentures or common stock

Non-U.S. holders generally will not be subject to U.S. federal income or withholding tax on any
gain realized on the sale, exchange, redemption, conversion or other disposition of debentures
(other than with respect to payments attributable to accrued interest, which will be taxed as
described under “—Non-U.S. holders—Taxation of interest” above) or common stock, unless:

e the gain is effectively connected with the conduct by the non-U.S. holder of a U.S. trade or
business (and, generally, if an income tax treaty applies, the gain is attributable to a U.S.
permanent establishment maintained by the non-U.S. holder), in which case the gain would
be subject to tax as described below under “—Non-U.S. holders—Income or gains effectively
connected with a U.S. trade or business”;

e subject to certain exceptions, the non-U.S. holder is an individual who is present in the
United States for 183 days or more in the year of disposition, in which case, except as
otherwise provided by an applicable income tax treaty, the gain, which may be offset by U.S.
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source capital losses, would be subject to a flat 30% tax, even though the individual is not
considered a resident of the United States.; or

e the rules of the Foreign Investment in Real Property Tax Act (or FIRPTA) (described below)
treat the gain as effectively connected with a U.S. trade or business.

The FIRPTA rules may apply to a sale, exchange, redemption or other disposition of debentures
or common stock by a non-U.S. holder if we currently are, or were at any time within five years
(or, if shorter, the non-U.S. holder’s holding period for the debentures disposed of) before the
transaction, a “U.S. real property holding corporation” (or USRPHC). In very general terms, we
would be a USRPHC if interests in U.S. real estate comprised at least 50% of our assets. We
believe that we currently are not, and will not become in the future, a USRPHC.

Dividends

Dividends paid to a non-U.S. holder on common stock received on conversion of a debenture,
including any taxable constructive stock dividends resulting from certain adjustments, or
failures to make adjustments, to the number of shares of common stock to be issued on
conversion (as described under “—U.S. holders—Constructive distributions” above) generally will
be subject to U.S. withholding tax at a 30% rate. A taxable constructive stock distribution will
result, for example, when the conversion rate is adjusted to compensate holders of debentures
for distributions of cash or property to our stockholders out of our earnings and profits. See
“Dividend policy”. Withholding tax applicable to any taxable constructive stock dividends
received by a non-U.S. holder may be withheld from interest on the debentures, distributions
on the common stock, shares of common stock or proceeds subsequently paid or credited to
the non-U.S. holder. The withholding tax on dividends (including any taxable constructive stock
dividends), however, may be reduced under the terms of an applicable income tax treaty
between the United States and the non-U.S. holder’s country of residence. A non-U.S. holder
should demonstrate its entitlement to treaty benefits by timely delivering a properly executed
IRS Form W-8BEN or appropriate substitute form. A non-U.S. holder that is eligible for a
reduced rate of withholding under the terms of an applicable income tax treaty may obtain a
refund of any excess amounts withheld by timely filing an appropriate claim for refund with
the IRS. Dividends on the common stock that are effectively connected with a non-U.S. holder’s
conduct of a U.S. trade or business are discussed below under “—Non-U.S. holders—Income or
gains effectively connected with a U.S. trade or business”.

Income or gains effectively connected with a U.S. trade or business

The preceding discussion of the U.S. federal income and withholding tax considerations of the
purchase, ownership or disposition of debentures or common stock by a non-U.S. holder
assumes that the holder is not engaged in a U.S. trade or business. If any interest on the
debentures, dividends on common stock, or gain from the sale, exchange, redemption,
conversion or other disposition of the debentures or common stock is effectively connected
with a U.S. trade or business conducted by the non-U.S. holder, then the income or gain will be
subject to U.S. federal income tax on a net income basis at the regular graduated rates and in
the same manner applicable to U.S. holders. If the non-U.S. holder is eligible for the benefits of
a tax treaty between the United States and the holder’s country of residence, any “effectively
connected” income or gain generally will be subject to U.S. federal income tax only if it is also
attributable to a permanent establishment or fixed base maintained by the holder in the
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United States. Payments of interest or dividends that are effectively connected with a U.S.
trade or business (and, if a tax treaty applies, attributable to a permanent establishment or
fixed base), and therefore included in the gross income of a non-U.S. holder, will not be subject
to 30% withholding provided that the holder claims exemption from withholding by timely
filing a properly executed IRS Form W-8ECI or appropriate substitute form. If the non-U.S.
holder is a corporation, that portion of its earnings and profits that is effectively connected
with its U.S. trade or business generally also would be subject to a “branch profits tax.” The
branch profits tax rate is generally 30%, although an applicable income tax treaty might
provide for a lower rate.

Backup Withholding and Information Reporting

The Code and the Treasury regulations require those who make specified payments to report
the payments to the IRS. Among the specified payments are interest, dividends, and proceeds
paid by brokers to their customers. This reporting regime is reinforced by “backup withholding
rules. These rules require the payors to withhold tax from payments subject to information
reporting if the recipient fails to provide his taxpayer identification number to the payor,
furnishes an incorrect identification number, or repeatedly fails to report interest or dividends
on his returns. The backup withholding tax rate is currently 28%.

"

Payments of interest or dividends to U.S. holders of debentures or common stock generally will
be subject to information reporting, and will be subject to backup withholding, unless the
holder (1) is an exempt payee, such as a corporation, or (2) provides the payor with a correct
taxpayer identification number and complies with applicable certification requirements.
Payments made to U.S. holders by a broker upon a sale of debentures or common stock will
generally be subject to information reporting and backup withholding. If the sale is made
through a foreign office of a foreign broker, however, the sale will generally not be subject to
either information reporting or backup withholding. This exception may not apply if the
foreign broker is owned or controlled by U.S. persons, or is engaged in a U.S. trade or business.

We must report annually to the IRS the interest and/or dividends paid to each non-U.S. holder
and the tax withheld, if any, with respect to such interest and/or dividends, including any tax
withheld pursuant to the rules described under “—Non-U.S. holders—Taxation of interest” and
“—Non-U.S. holders—Dividends” above. Copies of these reports may be made available to tax
authorities in the country where the non-U.S. holder resides. Payments to non-U.S. holders of
dividends on our common stock or interest on the debentures may be subject to backup
withholding unless the non-U.S. holder certifies its non-U.S. status on a properly executed IRS
Form W-8BEN or appropriate substitute form. Payments made to non-U.S. holders by a broker
upon a sale of the debentures or our common stock will not be subject to information
reporting or backup withholding as long as the non-U.S. holder certifies its non-U.S. status or
otherwise establishes an exemption.

Any amounts withheld from a payment to a U.S. holder or non-U.S. holder of debentures or
common stock under the backup withholding rules can be credited against any U.S. federal
income tax liability of the holder, provided the required information is timely furnished to the
IRS.
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Transfer restrictions

The sale of the debentures and the common stock that may be issuable upon conversion
thereof has not been registered under the Securities Act. As a result, the debentures may not
be offered or sold within the United States or to, or for the account or benefit of, U.S. persons,
except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act. Accordingly, the initial purchasers are initially offering the
debentures only to “qualified institutional buyers” (as defined under Rule 144A under the
Securities Act) in compliance with Rule 144A.

As a purchaser of debentures, you will be deemed to have acknowledged, represented to and
agreed with us and the initial purchasers as follows:

* You are purchasing the debentures for your own account or for an account with respect to
which you exercise sole investment discretion, and you and such account are a qualified
institutional buyer and are aware that the sale to you is being made in reliance on
Rule 144A.

* You acknowledge that the sale of the debentures and the common stock that may be issued
upon conversion thereof has not been (and, except as described in this offering
memorandum, will not be) registered under the Securities Act and that the debentures and
the common stock that may be issued upon conversion thereof may not be offered or sold
within the United States or to, or for the account or benefit of, U.S. persons except as set
forth below.

* You acknowledge that neither we nor the initial purchasers or any person representing us or
the initial purchasers has made any representation to you with respect to us or the offering
and sale of the debentures other than the information contained or incorporated by
reference in this offering memorandum. You also acknowledge that you have received a
copy of the offering memorandum relating to the offering of the debentures and
acknowledge that you have had access to such financial and other information, including
that incorporated by reference in this offering memorandum, and have been offered the
opportunity to ask us questions and received answers thereto, as you deemed necessary in
connection with the decision to purchase the debentures. You are relying only on the
information contained or incorporated by reference in this offering memorandum in making
your investment decision with respect to the debentures.

e You will not, directly or indirectly, engage in any hedging transaction with regard to the
debentures or the common stock that may be issuable upon conversion of the debentures
except as permitted by the Securities Act.

* You will not offer, resell, pledge or otherwise transfer any of the debentures or any shares of
common stock that may be issuable upon conversion thereof prior to the later of (i) the
second anniversary of the last original issue date of the debentures or (ii) three months after
you cease to be an affiliate (within the meaning of Rule 144 adopted under the Securities
Act) of ours, except

e to us;

e under a registration statement that has been declared effective under the Securities Act;
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* to a person you reasonably believe is a qualified institutional buyer that is purchasing for
its own account or for the account of another qualified institutional buyer and to whom
notice is given that the transfer is being made in reliance on Rule 144A, all in compliance
with Rule 144A (if available); or

e under any other available exemption from the registration requirements of the Securities
Act.

In addition, with respect to any transfer within two years after the original issuance of the
debentures or if you were an “affiliate” (within the meaning of Rule 144 under the Securities
Act) of Microchip during the three months preceding the date of such transfer, you will deliver
to us and the trustee (with respect to a transfer of the debentures) or the transfer agent (with
respect to a transfer of any common stock that may be issuable upon the conversion of the
debentures) such certificates, legal opinions and other information as we or they may
reasonably require to confirm that the transfer by you complies with the foregoing restrictions.
You will, and each subsequent holder is required to, notify any purchaser of debentures or any
common stock that may be issuable upon conversion thereof from it of the above resale
restrictions.

* You represent that either (i) no portion of the assets used by you to acquire and hold the
debentures and any common stock that may be issuable upon conversion of the debentures
constitutes assets of any employee benefits plan or similar arrangement or (ii) the purchase
and holding of the debentures and any common stock that may be issuable upon conversion
of the debentures by you will not constitute a nonexempt prohibited transaction under
Section 406 of the U.S. Employee Retirement Income Security Act of 1974, as amended, or
Section 4975 of the U.S. Internal Revenue Code of 1986, as amended, or a violation under
any applicable similar laws.

* You understand that all of the debentures will bear a legend substantially to the following
effect, unless otherwise agreed by us and the holder thereof:

The sale of this security has not been registered under the United States Securities Act of
1933, as amended (the “Securities Act”), and accordingly, this security may not be offered or
sold except as set forth in the following sentence. By its acquisition hereof, the holder
agrees (1) that it will not within the later of (x) two years after the latest issue date of this
security and (y) three months after it ceases to be an affiliate (within the meaning of

Rule 144 under the Securities Act) of the issuer, offer, resell, pledge or otherwise transfer
the security evidenced hereby or the common stock issuable upon conversion of such
security, except (a) to the issuer; (b) under a registration statement that has been declared
effective under the Securities Act; (c) to a person the seller reasonably believes is a Qualified
Institutional Buyer (as defined in Rule 144A under the Securities Act) that is purchasing for
its own account or for the account of another Qualified Institutional Buyer and to whom
notice is given that the transfer is being made in reliance on Rule 144A, all in compliance
with Rule 144A (if available); or (d) under any other available exemption from the
registration requirements of the Securities Act; and (2) that it will, prior to any transfer of
this security within the later of (x) two years after the latest issue date of this security and
(y) three months after it ceases to be an affiliate (within the meaning of Rule 144 adopted
under the Securities Act) of the issuer, furnish to the trustee and the issuer such
certifications, legal opinions or other information as may be required pursuant to the
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indenture to confirm that such transfer is being made pursuant to an exemption from, or in
a transaction not subject to, the registration requirements of the Securities Act.

You understand that all of the common stock that may be issuable upon conversion of the
debentures bearing the legend set forth above will bear a legend substantially to the
following effect, unless otherwise agreed by us and the holder thereof:

The sale of this security has not been registered under the United States Securities Act of
1933, as amended (the “Securities Act”), and accordingly, this security may not be offered or
sold except as set forth in the following sentence. By its acquisition hereof, the holder
agrees (1) that it will not within the later of (x) two years after the latest issue date of the
debentures upon the conversion of which this security was issued and (y) three months
after it ceases to be an affiliate (within the meaning of Rule 144 under the Securities Act) of
the issuer, offer, resell, pledge or otherwise transfer the security evidenced hereby, except
(a) to the issuer; (b) under a registration statement that has been declared effective under
the Securities Act; (c) to a person the seller reasonably believes is a Qualified Institutional
Buyer (as defined in Rule 144A under the Securities Act) that is purchasing for its own
account or for the account of another Qualified Institutional Buyer and to whom notice is
given that the transfer is being made in reliance on Rule 144A, all in compliance with

Rule 144A (if available); or (d) under any other available exemption from the registration
requirements of the Securities Act; and (2) agrees that it will, prior to any transfer of this
security within the later of (x) two years after the latest issue date of the debentures upon
the conversion of which this security was issued and (y) three months after it ceases to be
an affiliate (within the meaning of Rule 144 adopted under the Securities Act) of the issuer,
furnish to the transfer agent and the issuer such certifications, legal opinions or other
information as may be required to confirm that such transfer is being made pursuant to an
exemption from, or in a transaction not subject to, the registration requirements of the
Securities Act.

You acknowledge that we, the initial purchasers and others will rely upon the truth and
accuracy of the above acknowledgments, representations and agreements. You agree that if
any of the acknowledgments, representations or agreements you are deemed to have made
by your purchase of debentures and any common stock that may be issuable upon
conversion thereof is no longer accurate, you will promptly notify us and the initial
purchasers. If you are purchasing any debentures as a fiduciary or agent for one or more
investor accounts, you represent that you have sole investment discretion with respect to
each of those accounts and that you have full power to make the above acknowledgments,
representations and agreements on behalf of each account.

The indenture provides that, in the event Rule 144(k) as promulgated under the Securities
Act is amended to change the two year period under Rule 144(k), then in that event, from
and after receipt by the trustee of certain opinions and certificates, the references in the
restrictive legends set forth above to “TWO YEARS" shall be deemed for all purposes hereof
to be references to such changed period and all corresponding references in the debentures
and the restrictive legends thereon shall be deemed to all purposes hereof to be references
to such changed period, provided that such changes shall not become effective if they are
otherwise prohibited by, or would otherwise cause a violation of, the then applicable federal
securities laws. The indenture further provides that, as soon as practicable after we have
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knowledge of the effectiveness of any such amendment to change the two year period
under Rule 144(k), unless such changes would otherwise be prohibited by, or would
otherwise cause a violation of, the then applicable securities laws, we shall provide to the
trustee certain certificates and opinions informing the trustee of the effectiveness of such
amendment and the effectiveness of such changes to the restrictive legends.
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Plan of distribution

We have entered into a purchase agreement with J.P. Morgan Securities Inc. and Morgan
Stanley & Co. Incorporated, who are also collectively referred to in this offering memorandum
as the "initial purchasers,” pursuant to the terms and conditions of which we have agreed to
sell to the initial purchasers, and the initial purchasers have agreed to purchase from us, the
principal amount of the debentures set forth opposite that initial purchaser’s name.

Initial purchaser Principal amount
J.P. Morgan Securities INC. .. ... . e $ 772,500,000
Morgan Stanley & Co. Incorporated .. ....... ... ... .. .. .. .. . ... 257,500,000
Total .o $1,030,000,000

The purchase agreement provides that the initial purchasers are obligated to purchase all of
the debentures if any are purchased. The obligations of the initial purchasers under the
purchase agreement are subject to the satisfaction of certain conditions.

We have granted the initial purchasers a 13-day option to purchase up to an additional
$120,000,000 principal amount of debentures from us to cover sales of debentures that exceed
the principal amount of debentures specified above. If any additional debentures are
purchased with this overallotment option, the initial purchasers will offer such additional
debentures on the same terms as those on which the debentures are being offered.

We and our directors and our executive officers have agreed that, for a period of 90 days from
the date of the purchase agreement, neither we nor they will, without the prior consent of

J.P. Morgan Securities Inc., offer or sell (or enter into any agreement to offer or sell), directly or
indirectly, any shares of common stock or any securities convertible into, or exchangeable for,
shares of common stock, enter into any swap or other arrangement that transfers to another,
in whole or in part, any of the economic consequences of ownership of the common stock, or
file or participate in the filing of a registration statement with the SEC in respect of such
common stock or securities, or publicly announce an intention to effect one of these
transactions.

Notwithstanding the above, the initial purchasers have agreed in the purchase agreement that
the lock-up agreement applicable to sales of common stock and related securities by us does
not apply to (i) the sale of the securities in this offering, or the issuance by us of any shares of
common stock upon the conversion thereof, (ii) the issuance by us of employee or director
stock options in the ordinary course of business, (iii) the issuance by us of any shares of
common stock upon the exercise of an option, warrant or note or the conversion of a security
outstanding on the date hereof of which the initial purchasers have been advised in writing,
(iv) the filing of any registration statement in respect of the securities sold in this offering or
(v) the issuance of up to an aggregate of 7,500,000 shares of our common stock in full or
partial consideration of any future acquisition or strategic investments. In addition,
notwithstanding the lock-up agreements applicable to our directors and our executive officers,
the initial purchasers have agreed that such directors and executive officers may transfer shares
of common stock (1) by gift, will or intestacy, including transfers by gift, will or intestacy to
family members or to a settlement or trust, provided that the transferee agrees to be bound
by the lock-up restrictions, (2) pursuant to any Rule 10b5-1 plan entered into prior to the date
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of this offering memorandum, (3) in an amount not in excess of an aggregate of 1,000,000
shares, and (4) acquired in the open market on or after the date of this offering memorandum.

In addition, each of our directors and our executive officers have agreed that, without the
prior written consent of J.P. Morgan Securities Inc., he or she will not, during the period
commencing on the date of his or her lock-up agreement and ending 90 days after the date of
the purchase agreement, make any demand for or exercise any right with respect to, the
registration of any shares of our common stock or any security convertible into or exercisable
or exchangeable for shares of our common stock. J.P. Morgan Securities Inc. in its sole
discretion may release any of the securities subject to such lock-up agreement at any time
without notice.

In the purchase agreement, we have agreed that we will indemnify the initial purchasers
against certain liabilities, including liabilities under the Securities Act, or contribute to
payments that the initial purchasers may be required to make in respect of those liabilities.

The sale of the debentures and the common stock issuable upon conversion thereof has not
been registered under the Securities Act and, accordingly, the debentures and the common
stock issuable upon conversion thereof may not be offered or sold within the United States or
to, or for the account or benefit of, U.S. persons (as defined in Regulation S) except in
transactions exempt from, or not subject to, the registration requirements of the Securities Act.
Each purchaser of the debentures will be deemed to have made the acknowledgements,
representations and agreements as described under “Transfer restrictions.”

We have been advised that the initial purchasers propose to resell the debentures at the
offering price set forth on the cover page of this offering memorandum to persons that they
reasonably believe to be qualified institutional buyers (as defined in Rule 144A) in reliance on
Rule 144A. The price at which the debentures are offered may be changed at any time without
notice.

The debentures are a new issue of securities, and there is currently no established trading
market for the debentures. In addition, the debentures are subject to certain restrictions on
resale and transfer as described under “Transfer restrictions.” We do not intend to apply for the
debentures to be listed on any securities exchange or to arrange for the debentures to be
quoted on any quotation system. The debentures are eligible for trading in The PORTAL
Market. The initial purchasers have advised us that they intend to make a market in the
debentures, but they are not obligated to do so. The initial purchasers may discontinue any
market-making in the debentures at any time in their sole discretion without notice.
Accordingly, we cannot assure you that a liquid trading market will develop for the
debentures. If an active trading market for the debentures does not develop, the market price
and liquidity of the debentures may be adversely affected. If the debentures are traded, they
may trade at a discount from their initial offering price, depending on prevailing interest rates,
the market for similar securities, our performance and other factors.

With respect to offers and sales of our securities:

e offers or sales of any of such securities to persons in the United Kingdom are prohibited in
circumstances which have resulted in or will result in such securities being or becoming the
subject of an offer of transferable securities to the public as defined in Section 102B of the
Financial Services and Markets Act 2000 (as amended) (the “FSMA");
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e all applicable provisions of the FSMA must be complied with, with respect to anything done
in relation to such securities in, from or otherwise involving the United Kingdom; and

e any invitation or inducement to engage in investment activity (within the meaning of
Section 21 of the FSMA) received in connection with the issue or sale of such securities shall
only be communicated, or be caused to be communicated, in circumstances in which
Section 21(1) of the FSMA does not apply to us.

In relation to each Member State of the European Economic Area which has implemented the
Prospectus Directive (each, a “Relevant Member State”), no offers or sales of our securities to
the public may be made in that Relevant Member State prior to the publication of a
prospectus in relation to such securities which has been approved by the competent authority
in that Relevant Member State or, where appropriate, approved in another Relevant Member
State and notified to the competent authority in that Relevant Member State, all in accordance
with the Prospectus Directive, except that offers of such securities in that Relevant Member
State may be made at any time:

e to legal entities which are authorized or regulated to operate in the financial markets or, if
not so authorized or regulated, whose corporate purpose is solely to invest in securities;

e to any legal entity which meets two or more of the following criteria: (1) an average of at
least 250 employees during the last financial year; (2) a total balance sheet of more than
€43,000,000; and (3) an annual net turnover of more than €50,000,000, in each case as
determined in accordance with the Prospectus Directive and as shown in its last annual or
consolidated accounts; or

* in any other circumstances which do not require the publication of a prospectus pursuant to
Article 3 of the Prospectus Directive.

For the purposes of this provision, the expression an “offer of such securities to the public” in
relation to any such securities in any Relevant Member State means the communication in any
form and by any means, presenting sufficient information on the terms of the offer and such
securities to be offered, so as to enable an investor to decide to purchase or subscribe to such
securities, as the same may be varied in that Relevant Member State by any measure
implementing the Prospectus Directive in that Member State, and the expression “Prospectus
Directive” means Directive 2003/71/EC and includes any relevant implementing measure in the
applicable Relevant Member State.

All applicable securities laws and regulations in force in any jurisdiction in which our securities
are purchased, offered, sold or delivered, or this offering memorandum, or any other offering
material are possessed or distributed shall be complied with, and any required consent,
approval or permission for the purchase, offer, sale or delivery of such securities under the laws
and regulations in force in any jurisdiction in which purchases, offers, sales or deliveries are
made shall be obtained.

You should be aware that the laws and practices of certain countries require investors to pay
stamp taxes and other charges in connection with purchases of securities.

In connection with the offering of the debentures, the initial purchasers may engage in
overallotment, stabilizing transactions and syndicate covering transactions in the debentures
and shares of our common stock. Overallotment involves sales in excess of the offering size,
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which creates a short position for the initial purchasers. Stabilizing transactions involve bids to
purchase the debentures or shares of our common stock in the open market for the purpose of
pegging, fixing or maintaining the price of the debentures. Syndicate covering transactions
involve purchases of the debentures or shares of our common stock in the open market after
the distribution has been completed in order to cover short positions. Stabilizing transactions
and syndicate covering transactions may cause the price of the debentures or our common
stock to be higher than it would otherwise be in the absence of those transactions.

We expect to use up to approximately $639 million of the net proceeds of this offering to
repurchase shares of our common stock from institutional investors through J.P. Morgan
Securities Inc., as our agent, concurrently with this offering. We expect the price per share of
the common stock repurchased in such negotiated transactions with institutional investors to
be equal to the closing price of the common stock on the date of sale of the debentures.

The initial purchasers have agreed to reimburse us for certain of our out-of-pocket expenses
incurred in connection with this offering.

The initial purchasers and their affiliates have provided, and may in the future provide, various
additional financial advisory, investment banking and commercial banking services for us and
our affiliates in the ordinary course of business for which they have received or will receive
customary fees and commissions.
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Notice to investors

We are relying on exemptions from registration under the Securities Act for offers and sales of
securities that do not involve a public offering. The initial purchasers are relying on exemptions
from the provisions of Section 5 of the Securities Act provided by Rule 144A in connection with
the initial resale of the debentures. The sale of the securities offered by this offering
memorandum has not been registered under the Securities Act or under the securities laws of
any other jurisdiction. Unless their sale is registered, the debentures may be offered only in
transactions that are exempt from these securities laws. By purchasing debentures, you will be
deemed to have made the acknowledgments, representations, warranties and agreements
described under the heading “Transfer restrictions” in this offering memorandum. You should
understand that you may be required to bear the financial risks of your investment for an
indefinite period of time.

This offering memorandum is based on information provided by us and by other sources that
we believe are reliable. We cannot assure you that this information is accurate or complete.
This offering memorandum summarizes and incorporates certain documents and other
information, and we refer you to them for a more complete understanding of what we discuss
in this offering memorandum. In making an investment decision, you must rely on your own
examination of our company and the terms of the offering, the debentures, including the
merits and risks involved.

You acknowledge that (i) you have not relied on the initial purchasers or any person affiliated
with the initial purchasers in connection with your investigation of the accuracy of such
information or your investment decision, (ii) you have reviewed this offering memorandum,
including the information incorporated herein by reference and have been afforded an
opportunity to request from us and to review all additional information considered by you to
be necessary to verify the accuracy of, or to supplement, the information contained in this
offering memorandum and (iii) no person has been authorized to give any information or to
make any representation concerning us or the debentures or the common stock issuable upon
conversion of the debentures other than as contained in this offering memorandum and
information given by our duly authorized officers and employees in connection with your
examination of our company and the terms of the offering, and, if given or made, such other
information or representations should not be relied upon as having been authorized by us or
the initial purchasers.

We are not making any representation to any purchaser of the debentures regarding the
legality of an investment in the debentures by such purchaser under any legal investment or
similar laws or regulations. You should not consider any information in this offering
memorandum to be legal, business or tax advice. You should consult your own attorney,
business advisor or tax advisor for legal, business and tax advice regarding an investment in the
debentures.

This offering memorandum is highly confidential and has been prepared by us solely for use in
connection with the proposed private placement of the debentures described in this offering
memorandum. We and the initial purchasers reserve the right to withdraw this offering at any
time before closing, to reject any offer to purchase, in whole or in part, for any reason, or to
sell less than the amount of debentures offered by this offering memorandum. This offering
memorandum is personal to each offeree and does not constitute an offer to any other person
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or to the public generally to subscribe for or otherwise acquire debentures. Distribution of this
offering memorandum to any person other than the offeree and those persons, if any, retained
to advise such offeree with respect thereto is unauthorized, and any disclosure of any of its
contents without our prior written consent is prohibited.

Notwithstanding anything herein to the contrary, except as reasonably necessary to comply
with applicable securities laws, you (and each of your employees, representatives or other
agents) may disclose to any and all persons, without limitation of any kind, the U.S. federal
income tax treatment and the tax structure of the offering and all materials of any kind
(including opinions and other tax analyses) that are provided to you relating to such tax
treatment and tax structure. For this purpose, “tax structure” is limited to facts relevant to the
U.S. federal income tax treatment of the offering and does not include information relating to
our identity.

Neither the SEC nor any state securities commission has approved or disapproved of these
securities or determined if this offering memorandum is truthful or complete. Any
representation to the contrary is a criminal offense.

Legal matters

Certain legal matters in connection with the offering will be passed upon for us by Wilson
Sonsini Goodrich & Rosati, Professional Corporation, Austin, Texas and Palo Alto, California.
Certain legal matters will be passed upon for the initial purchasers by Davis Polk & Wardwell,
Menlo Park, California.

Independent registered public accounting firm

Our consolidated financial statements included in our annual report on Form 10-K for the fiscal
year ended March 31, 2007 and incorporated by reference into this offering memorandum
have been audited by Ernst & Young LLP, independent registered public accounting firm, as set
forth in their report thereon.

Where you can find more information

This offering memorandum incorporates important business and financial information about us
that is not included in or delivered with this offering memorandum. You should rely only on
the information contained in this offering memorandum and in the documents that we have
incorporated by reference into this offering memorandum. We have not authorized anyone to
provide you with information that is different from or in addition to the information
contained in this document and incorporated by reference into this offering memorandum.

We file annual, quarterly and current reports, proxy statements and other information with the
SEC under the Exchange Act. You may read and copy any reports, statements or other
information on file at the SEC's public reference room located at 100 F Street, NE, Washington,
D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the public
reference rooms. The SEC filings are also available to the public from commercial document
retrieval services. These filings are also available at the Internet website maintained by the SEC
at http://www.sec.gov.
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We incorporate information into this offering memorandum by reference, which means that
we disclose important information to you by referring you to another document filed
separately with the SEC. The information incorporated by reference is deemed to be part of
this offering memorandum, except to the extent superseded by information contained herein
or by information contained in documents filed with or furnished to the SEC after the date of
this offering memorandum. This offering memorandum incorporates by reference the
documents set forth below that have been previously filed with the SEC, which contain
important information about us and our financial condition:

e our annual report on Form 10-K for the fiscal year ended March 31, 2007; and
e our quarterly reports on Form 10-Q for the quarters ended June 30, 2007 and September 30,
2007.

We also incorporate by reference into this offering memorandum additional documents that
we may file with the SEC under Section 13(a), 13(c), 14 or 15(d) of the Exchange Act from the
date of this offering memorandum to the end of the offering of the debentures. These
documents may include annual reports on Form 10-K, quarterly reports on Form 10-Q and
current reports on Form 8-K. However, we are not incorporating by reference any information
furnished under items 2.02 or 7.01 (or corresponding information furnished under item 9.01 or
included as an exhibit) in any future current report on Form 8-K that we may file with the SEC.

You may obtain copies of any of these filings through Microchip as described below, through
the SEC or through the SEC's Internet website as described above. Documents incorporated by
reference are available without charge, excluding all exhibits unless an exhibit has been
specifically incorporated by reference into this offering memorandum, by requesting them in
writing, by telephone or via the Internet at:

Microchip Technology Incorporated
2355 W. Chandler Blvd.,
Chandler, AZ 85224-6199

Attention: Investor Relations

The information contained on our website does not constitute a part of this offering
memorandum.

97



Annex A

Microchip Technology Incorporated
Selling securityholder notice and questionnaire

The undersigned beneficial holder of 2.125% Junior Subordinated Convertible Debentures due
2037 (the "Debentures”) of Microchip Technology Incorporated (the “Company”) or shares of
common stock, par value $0.001 (the “common stock” and, together with the debentures, the
“Registrable Securities”), of the Company that may be issuable upon conversion of the
debentures understands that the Company has filed or intends to file with the Securities and
Exchange Commission (the “SEC") a registration statement on Form S-3 (the “Shelf Registration
Statement”) for the registration and resale under Rule 415 of the Securities Act of 1933 (the
“Securities Act”), of the Registrable Securities in accordance with the terms of the Registration
Rights Agreement (the “Registration Rights Agreement”), dated as of December 7, 2007 among
the Company and the initial purchasers. The Registration Rights Agreement is available from
the Company upon request at the address set forth below. All capitalized terms not otherwise
defined herein shall have the meanings ascribed thereto in the Registration Rights Agreement.

Each beneficial owner of Registrable Securities is entitled to the benefits of the Registration
Rights Agreement. In order to sell or otherwise dispose of any Registrable Securities pursuant
to the Shelf Registration Statement, a beneficial owner of Registrable Securities generally will
be required to be named as a selling securityholder in the related prospectus, deliver a
prospectus to a purchaser of Registrable Securities and be bound by those provisions of the
Registration Rights Agreement applicable to such beneficial owner (including certain
indemnification provisions as described below). Beneficial owners are encouraged to complete
and deliver this Notice and Questionnaire prior to the effectiveness of the Shelf Registration
Statement so that such beneficial owners may be named as selling securityholders in the
related prospectus at the time of effectiveness. Upon receipt of a completed Notice and
Questionnaire from a beneficial owner following the effectiveness of the Shelf Registration
Statement, the Company will within ten business days of such receipt or within five business
days of the end of any suspension period file such amendments to the Shelf Registration
Statement or supplements to the related prospectus as are necessary to permit such holder to
deliver such prospectus to a purchaser of Registrable Securities.

Certain legal consequences arise from being named as selling securityholders in the Shelf
Registration Statement and the related prospectus. Accordingly, holders and beneficial owners
of Registrable Securities are advised to consult their own securities law counsel regarding the
consequences of being named or not being named as a selling securityholder in the Shelf
Registration Statement and the related prospectus.
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Notice

The undersigned beneficial owner (the “Selling Securityholder”) of Registrable Securities hereby
gives notice to the Company of its intention to sell or otherwise dispose of Registrable
Securities beneficially owned by it and listed below in Item 3 (unless otherwise specified under
Iltem 3) pursuant to the Shelf Registration Statement. The undersigned, by signing and
returning this Notice and Questionnaire, understands that it will be bound by the terms and
conditions of this Notice and Questionnaire and the Registration Rights Agreement.

Pursuant to the Registration Rights Agreement, the undersigned has agreed to indemnify and
hold harmless the Company’s directors and officers and each person, if any, who controls the
company within the meaning of either Section 15 of the Securities Act or Section 20 of the
Securities Exchange Act of 1934 (the “Exchange Act”), from and against certain losses arising in
connection with statements concerning the undersigned made in the Shelf Registration
Statement or the related prospectus in reliance upon the information provided in this Notice
and Questionnaire.

The undersigned hereby provides the following information to the Company and represents
and warrants that such information is accurate and complete.
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(b)

(o)

(d)

(e)

Questionnaire

Full legal name of Selling Securityholder:

Full legal name of Registered Holder (if not the same as (a) above) through which
Registrable Securities listed in Item (3) below are held:

Full legal name of the broker-dealer or other third party through which Registrable
Securities listed in (3) below are held:

Full legal name of the Depository Trust Company participant (if applicable and if not
the same as (b) above) through which Registrable Securities listed in (3) below are
held:

If Selling Securityholder is not a wholly-owned subsidiary of a company that is
required to file periodic and other reports (e.g., Forms 10-K, 10-Q, 8-K) with the SEC
pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (including a
registered investment fund under the Investment Advisers Act of 1940), please
provide, as indicated below, the name(s) and address(es) of the natural person or
persons that have voting and investment control over the Registrable Securities,
indicating in each case whether sole or shared:

Name(s)

Number of securities over which such person(s) have:

Type of Sole Shared Shared
registrant’s Sole voting investment voting investment
securities control control control control
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(f) I the Selling Securityholder has transferred any Registrable Securities, please provide
the name and contact information of the transferee and the amount of Registrable
Securities transferred:

Unless otherwise indicted in the space provided below, all debentures and all shares of
common stock listed in response to Item (1)(e) above, and all shares of common stock issuable
upon conversion of the debentures listed in response to Item (1)(e) above, will be included in
the Shelf Registration Statement. If the undersigned does not wish all such debentures and or
shares of common stock to be so included, please indicate below the principal amount or the
number of shares to be included:

2. Address for notices to Selling Securityholder:

Telephone, including area code:
Fax, including area code:
Contact Person:

A-4



Beneficial ownership of Company securities owned by the Selling Securityholder:

Except as set forth below in this Item (3), the undersigned is not the beneficial or
registered owner of any securities of the Company other than the Registrable Securities
listed above in Item (1).

(@) Type and amount of other Company securities beneficially owned by the Selling
Securityholder:

(b)  CUSIP No(s). of such other Company securities beneficially owned:

Relationship with the Company:

Except as set forth below, neither the undersigned nor any of its affiliates, officers,
directors or principal equity holders (5% or more) has held any position or office or has
had any other material relationship with the Company (or its predecessors or affiliates)
during the past three years.

State any exceptions here:




(@)

(b)

(9

(d)

(e)

Is the Selling Securityholder a registered broker-dealer?

If the answer to Item 5(a) is yes, did the Selling Securityholder acquire the
Registrable Securities as compensation for placement agent or investment banking
services to the Company (if yes, please explain)?

Is the Selling Securityholder an affiliate of a registered broker-dealer(s)? (For
purposes of this response, an "“affiliate” of, or person “affiliated” with, a specified
person, is a person that directly, or indirectly through one or more intermediaries,
controls or is controlled by, or is under common control with, the person specified.)

If the answer to Item 5(c) is yes, identify the registered broker-dealer(s) and describe
the nature of the affiliation(s):

If the answer to Item 5(c) is yes, did the Selling Securityholder acquire the Registrable
Securities in the ordinary course of business (if not, please explain)?
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(f)  If the answer to Item 5(c) is yes, did the Selling Securityholder, at the time of
purchase of the Registrable Securities, have any agreements, understandings or
arrangements, directly or indirectly, with any person to distribute the Registrable
Securities (if yes, please explain)?

6. Plan of distribution:

Except as set forth below, the undersigned (including, its donees or pledgees) intends to
distribute the Registrable Securities listed above in Item (1) pursuant to the Shelf
Registration Statement only as follows (if at all): Such Registrable Securities may be sold
from time to time directly by the undersigned or alternatively through underwriters or
broker-dealers or agents. If the Registrable Securities are sold through underwriters or
broker-dealers, the Selling Securityholder will be responsible for underwriting discounts or
commissions or agents’ commissions and their professional fees. Such Registrable Securities
may be sold in one or more transactions at fixed prices, at prevailing market prices at the
time of sale, at varying prices determined at the time of sale, or at negotiated prices. Such
sales may be effected in transactions (which may involve block transactions) (i) on any
national securities exchange or quotation service on which the Registrable Securities may
be listed or quoted at the time of sale, (ii) in the over-the-counter market or (iii) in
transactions otherwise than on such exchanges or services or in the over-the-counter
market. The Selling Securityholder may pledge or grant a security interest in some or all of
the Registrable Securities owned by it and, if it defaults in the performance of its secured
obligations, the pledgees or secured parties may offer and sell the Registrable Securities
from time to time pursuant to the prospectus. The Selling Securityholder also may transfer
and donate Registrable Securities in other circumstances in which case the transferees,
donees, pledgees or other successors in interest will be the Selling Securityholder for
purposes of the prospectus.

State any exceptions here:

Note: In no event will such method(s) of distribution take the form of an underwritten offering
of the Registrable Securities without the prior agreement of the Company.

A-7



The undersigned acknowledges that it understands its obligation to comply with the provisions
of the Exchange Act and the rules thereunder relating to stock manipulation, particularly
Regulation M thereunder (or any successor rules or regulations) and the provisions of the
Securities Act relating to prospectus delivery, in connection with any offering of Registrable
Securities pursuant to the Shelf Registration Statement. The undersigned agrees that neither it
nor any person acting on its behalf will engage in any transaction in violation of such
provisions.

The Selling Securityholder hereby acknowledges its obligations under the Registration Rights
Agreement to indemnify and hold harmless certain persons set forth therein.

Pursuant to the Registration Rights Agreement, the Company has agreed under certain
circumstances to indemnify the Selling Securityholders against certain liabilities.

In accordance with the undersigned’s obligation under the Registration Rights Agreement to
provide such information as may be required by law for inclusion in the Shelf Registration
Statement, the undersigned agrees to promptly notify the Company of any inaccuracies or
changes in the information provided herein that may occur subsequent to the date hereof at
any time while the Shelf Registration Statement remains effective. All notices hereunder and
pursuant to the Registration Rights Agreement shall be made in writing at the address set
forth below.

By signing below, the undersigned consents to the disclosure of the information contained
herein in its answers to items (1) through (6) above and the inclusion of such information in
the Shelf Registration Statement and the related prospectus. The undersigned understands that
such information will be relied upon by the Company in connection with the preparation or
amendment of the Shelf Registration Statement and the related prospectus.

By signing below, the undersigned agrees that if the Company notifies the undersigned that
the Shelf Registration Statement is not available, the undersigned will suspend use of the
prospectus until receipt of notice from the Company that the prospectus is again available.

IN WITNESS WHEREOF, the undersigned, by authority duly given, has caused this Notice and
Questionnaire to be executed and delivered either in person or by its duly authorized agent.

Beneficial Owner

By:

Name:
Title:

Dated:

PLEASE RETURN THE COMPLETED AND EXECUTED NOTICE
AND QUESTIONNAIRE TO THE COMPANY AT:

Microchip Technology Incorporated
2355 W. Chandler Blvd.
Chandler, Arizona 85224

Attention: General Counsel
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$1,030,000,000

@ MICROCHIP

2.125% Junior Subordinated Convertible Debentures due 2037

OFFERING MEMORANDUM

Sole book-running manager
JPMorgan

Co-manager
Morgan Stanley

December 3, 2007



