
2022 Annual Report





Dear Fellow Stockholders, 
 
In September we marked the 25th anniversary of our initial public offering by ringing the opening bell at the NASDAQ 
stock market, and the following day we held our first ever analyst day in New York. In our presentation, I and our senior 
management team provided an in-depth look at our business strategy and the exciting opportunities that we expect to drive 
our growth in the years ahead. I invite you to view a replay of the event on our investor website.  
 
Our presentation covered a wide range of topics including our unique, system-level approach to integration, our history of 
innovation in high-voltage process and device technologies including gallium-nitride (GaN), and the contribution our 
products are making to a cleaner planet. We also presented our plan to double our served available market, or SAM, to $8 
billion by 2027, driven by new products and technologies as well as secular trends such as renewable energy, home-and-
building automation, efficient appliances, electrification of transportation and tools, and fast charging for mobile devices.  
 
One of the largest contributors to SAM expansion will be our motor-drive products, as we expand our BridgeSwitch™ 
family to cover a wider range of brushless DC motor applications. Current BridgeSwitch products, covering applications 
up to about 400 watts, are gaining adoption at customers in major appliances as well as air conditioners and ceiling fans, 
and we expect a meaningful revenue contribution from these products beginning in 2023. Future products will address 
higher power levels, more than doubling the current SAM for motor-drive products. 
 
We expect an equally large increase in SAM to come from automotive, where the EV transition brings substantial high-
voltage semiconductor content to passenger cars and commercial vehicles. While a major revenue contribution is still a 
few years away, we are making excellent progress establishing ourselves as a supplier to the EV market. In particular, we 
are winning a wide range of designs with InnoSwitch™ products featuring 1700-volt silicon-carbide (SiC) transistors, 
which are proving to be a great fit for next-generation EVs with 800-volt batteries.  
 
Underscoring our commitment to the EV market, we are delighted that two executives with substantial automotive 
experience have recently joined our board of directors. Nancy Gioia spent 33 years at Ford Motor Company and has 
extensive experience in the EV space, having served in the latter part of her career as Ford’s director of global 
electrification. Ravi Vig, who was CEO of Allegro Microsystems until last year, helped Allegro navigate the transition to 
EVs after decades supplying sensor and power chips for internal-combustion vehicles. These accomplished executives 
bring relevant expertise to support our automotive efforts, and I believe their willingness to join us says a lot about the 
attractiveness of the EV opportunity for Power Integrations. 
 
Another key topic of our analyst day was our proprietary GaN technology, called PowiGaN™, which is a cornerstone of 
our product roadmap. GaN power switches will feature prominently in future automotive and motor-drive products, and 
we have GaN-based products in our pipeline that will open up new markets for us such as data center power supplies and 
communications equipment. Today, our highly integrated, GaN-based InnoSwitch products continue to win designs across 
a wide range of applications including mobile-device chargers, appliances, USB wall receptacles and more, and we believe 
we are the global leader in GaN for high-voltage applications. 
 
GaN is not only a critical element of our business strategy; it’s also a major step forward in terms of the contribution we 
are making to a lower-carbon future for the world. At our analyst day we displayed a graph from the International Energy 
Agency (reproduced on the next page), showing the estimated reductions in global CO2 emissions needed to get from the 
current trajectory to a sustainable scenario. More than two-thirds of the needed savings are expected to come from energy 
efficiency and renewable energy, both of which rely heavily on high-voltage semiconductors including wide-bandgap 
technologies like GaN and SiC.  
 
High voltage is present at every link in the chain from energy generation to transmission to consumption. It’s generated at 
the utility, converted to even higher voltage for transmission across the grid, and then converted to lower voltages to power 
our appliances, computers and so on. A lower-carbon future will require more renewable energy, more efficient DC 
transmission instead of the current standard of AC transmission, more efficient consumption of energy in consumer and 
industrial products, and of course electric vehicles. None of this is possible without high-voltage semiconductors, and 
Power Integrations has products for every link in this chain. Our gate drivers are used in renewable energy generation, DC 
transmission and EVs. And we’ve been saving power on the consumption end since long before the advent of ESG 
investing. We estimate that each year our EcoSmart™ technology saves enough electricity to power more than two million 
homes, and our GaN technology will save even more power as it gradually replaces silicon in the years ahead.  



While I wanted to focus my letter this year on the long-term opportunities we outlined at our analyst day, I would be remiss 
if I didn’t address our 2022 results and the stark change in the business environment over the past year. As you may know, 
the semiconductor industry is highly cyclical, and we have historically observed cyclical fluctuations in our business earlier 
than many of our industry peers. The supply-chain difficulties that made headlines throughout 2021 drove many 
distributors and OEMs to order more components than they truly needed, which has now led to excess inventory at various 
stages of the supply chain. These excesses have been exacerbated by inflation and China’s anti-COVID measures, which 
have dampened consumer spending. Also, many consumers bought new appliances, computers and other products during 
the pandemic and, now that the pandemic is over, are spending on travel and entertainment instead of physical goods.  

Reflecting these realities, our revenues declined by 7% last year, and sales across the broader semiconductor industry are 
widely expected to decline in 2023. While it is difficult to predict the timing and shape of a recovery, I expect that we will 
be among the first companies in our industry to emerge from the downturn, as has been the case in past cycles. I am also 
confident that recent market-share gains and contributions from new products will enable us to outperform our industry in 
the years ahead. 

In the meantime, we are well positioned financially to weather the downturn thanks to our strong balance sheet and our 
lean expense structure. As we manage through the downturn, we will focus on what we can control, and run the business 
for long-term growth and profitability rather than short-term operating metrics. That includes continuing to invest in people 
and products, as well as maintaining production capacity and building inventory to be ready for an upturn in demand. This 
kind of long-term thinking is integral to our culture and was a key theme of our analyst day presentation. 

Thank you for your continued support of our company—I look forward to reporting on our progress in the year ahead. 

Sincerely, 

Balu Balakrishnan 
President and Chief Executive Officer 
March 2023 

The statements in this Annual Report relating to future events or results are forward-looking statements that involve many risks and uncertainties. Such 
statements may be indicated by the use of words such as “will,” “expect,” “estimate,” “plan,” “believe,” “look forward,” “anticipate,” “future,” and 
similar words and phrases, or variations of these terms. Our actual results could differ materially from those contained in these forward-looking 
statements due to a number of factors, including: uncertainty and unexpected impacts of the COVID-19 pandemic; changes in global macroeconomic 
and geopolitical conditions; changes and shifts in customer demand away from end products that utilize our products; the effects of trade tensions and 
competition; the outcome and cost of patent litigation; unforeseen costs and expenses; and unfavorable fluctuations in component costs resulting from 
changes in commodity prices and/or the exchange rate between the U.S. dollar and the Japanese yen. In addition, new product introductions and design 
wins are subject to the risks and uncertainties that typically accompany development and delivery of complex technologies to the marketplace, including 
product development delays and defects and market acceptance of the new products. These and other risk factors that may cause actual results to differ 
are discussed in Part I, Item 1A — “Risk Factors” included in the Form 10-K which is part of this Annual Report. 
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• Increase our penetration of the markets we serve.

 



• Increase the size of our addressable market.



• Fewer Components, Reduced Size and Higher Reliability 

• Reduced Time-to-Market, Enhanced Manufacturability 

• Energy Efficiency 

• Wide Power Range and Scalability 



• AC-DC power conversion products 



• High-voltage gate drivers 

• Motor-driver products 
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The following are important factors that could cause actual results or events to differ materially from those 
contained in any forward-looking statements made by us or on our behalf. The risks and uncertainties described below 
are not the only ones we face. Additional risks and uncertainties not presently known to us or that we deem immaterial 
also may impair our business operations. If any of the following risks or such other risks actually occurs, our business 
could be harmed. 

Our operating results are volatile and difficult to predict. If we fail to meet the expectations of public market 
analysts or investors, the market price of our common stock may decrease significantly
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If demand for our products continues to decline in our major end markets, our net revenues will continue to 
decline further.



Our international sales activities account for a substantial portion of our net revenues, which subjects us to 
substantial risks. 

•

•

•

•

•

•

•

We do not have long-term contracts with any of our customers and if they fail to place, or if they cancel or 
reschedule orders for our products, our operating results and our business may suffer.

Our products are sold through distributors, which limits our direct interaction with our end customers, therefore 
reducing our ability to forecast sales and increasing the complexity of our business. 

•

•



•

Interruptions in our information technology systems could adversely affect our business. 

Intense competition in the high-voltage power supply industry may lead to a decrease in our average selling price 
and reduced sales volume of our products.

We face risks related to the Novel Coronavirus pandemic (COVID-19), which has disrupted and may again 
disrupt our operations, including our manufacturing, research and development, and sales and marketing activities, which 
could have a material adverse impact on our business, financial condition, operating results and cash flows

We depend on third-party suppliers to provide us with wafers for our products and if they fail to provide us 
sufficient quantities of wafers, our business may suffer



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

If our products do not penetrate additional markets, our business will not grow as we expect.

If our efforts to enhance existing products and introduce new products are not successful, we may not be able to 
generate demand for our products



Because the sales cycle for our products can be lengthy, we may incur substantial expenses before we generate 
significant revenues, if any.

In the event of an earthquake, fire, other pandemics, natural or other disasters, including with respect to climate 
change, our operations may be interrupted and our business would be harmed.

Our products must meet exacting specifications, and undetected defects and failures may occur which may cause 
customers to return or stop buying our products and/or impose significant costs to us.

Fluctuations in exchange rates, particularly the exchange rate between the U.S. dollar and the Japanese yen, 
Swiss franc and euro, may impact our gross margin and net income

If we are unable to adequately protect or enforce our intellectual property rights, we could lose market share, 
incur costly litigation expenses, suffer incremental price erosion or lose valuable assets, any of which could harm our 
operations and negatively impact our profitability.



If we do not prevail in our litigation, we will have expended significant financial resources, potentially without 
any benefit, and may also suffer the loss of rights to use some technologies. 

Legal Proceedings and Contingencies

Changes in tax rules and regulations, changes in interpretation of tax rules and regulations, or unfavorable 
assessments from tax audits may increase the amount of taxes we are required to pay

Changes in environmental laws and regulations, including with respect to energy consumption and climate 
change, may have a negative impact on our business



Uncertainties arising out of economic consequences of current and potential military actions or terrorist 
activities and associated political instability could adversely affect our business. 

 

We are exposed to risks associated with acquisitions and strategic investments

•

•

•

•

Our inability to successfully integrate, or realize the expected benefits from, our acquisitions could adversely 
affect our results. 

Securities laws and regulations, including potential risk resulting from our evaluation of internal controls over 
financial reporting, will continue to impact our results



Legal Proceedings and Contingencies,





The following discussion and analysis has been prepared as an aid to understanding our financial condition and 
results of our operations. It should be read in conjunction with the consolidated financial statements and the notes to those 
statements included elsewhere in this Annual Report on Form 10-K. This discussion contains forward-looking statements 
that involve risks and uncertainties. See “Cautionary Note Regarding Forward-Looking Statements” at the beginning of 
this Form 10-K. Our actual results could differ materially from those contained in these forward-looking statements due 
to a number of factors, including those discussed in Part I, Item 1A “Risk Factors” and elsewhere in this Annual Report 
on Form 10-K. 
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Summary of Significant Accounting Policies and Recent Accounting Pronouncements

Revenue recognition 

Revenue 
from Contracts with Customers



Net revenues. 



Gross profit. 

Research and development expenses. 

Sales and marketing expenses. 



General and administrative expenses. 

Other operating expenses, net.  

Legal Proceedings and Contingencies

  

Other income

Provision for income taxes. 



Provision for Income Taxes

Cash from Operating Activities 

Cash from Investing Activities 



Cash from Financing Activities

Dividends 

Stock Repurchases 



Capital Expenditures 

Other Information 



Significant Accounting Policies and Recent Accounting Pronouncements

Interest Rate Risk. 

Marketable Securities

Foreign Currency Exchange Risk. 





Internal Control - Integrated Framework (2013)













Segment Reporting 

Principles of Consolidation 

Estimates 

Revenue Recognition 

Revenue from 
Contracts with Customers





Inventories 

Income Taxes 

Income Taxe

Goodwill and Intangible Assets 

Goodwill and Other 
Intangible Assets, 

Accounting for the Impairment or Disposal of Long-Lived Assets

Cash and Cash Equivalents 

Marketable Securities 



Employee Benefits Plan 

Retirement Benefit Obligations (Pension) 

Foreign Currency Risk and Foreign Currency Translation 

Warranty 

Advertising 

Research and Development 

Indemnifications 







Fair Value Measurements





www.power.com



2007 Equity Incentive Plan 

2016 Incentive Award Plan 

1997 Employee Stock Purchase Plan 

Shares Reserved 

Stock Compensation



PSU Awards 



PRSU Awards (Long-term Performance Based) 



, 

RSU Awards 



Customer Concentration 

Concentration of Credit Risk 



Geographic Net Revenues 





Income Taxes 

Income Taxes





Unrecognized Tax Benefits 

Facilities and Leases 



Purchase Obligations 

Contingencies



Defined Benefits Plan





Valuation and Qualifying Accounts 

Significant Accounting Policies and Recent Accounting 
Pronouncements
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•
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Internal Control - Integrated Framework 



Internal Control - Integrated Framework (2013)

Internal Control - Integrated Framework (2013)
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