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: {f'ﬁ_'vIslMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

,It contains ,the res lutions to be voted onat the Company S Annual General Meeting to
be: veld;on’20 May' ,,,,010 If you ar in any doubt as to the actlon you should take, you are '
recommended to seek your own personal fi nanc|al adv1ce from your stockbroker, bank
b,manager, sol|c|tor, accountant or other mdependent fmanclal adviser who is authorlsed
under the Fmanclal Services and Markets Act 2000 ' : S

: lf you have sold or otherwnse transferred all your ordmary shares of 0. 1 pence each in the Company, please forward this document and the
form-of proxy for usein relation to the Annual General Meeting of the Company as soon as possnble to the purchaser or transferee, or to the
stockbroker bank or other agent through whom the sale or transfer was effected for transmission to the purchaser or transferee. If you'have
sold or otherwise transferred-some-of your. ordinary shares of.0,1 pence eachin the Company, you should consult with the stockbroker
_bank or other agent through whom the sale or transfer was effected

) The Annual General Meetmg starts at 10. 00 a.m. on 20 May 2010. However, the’ doors to the meetmg will- be open from 9 30 a.m.
~and-you may wish.to arrlve by 9. 45 a. m. to take your seat i in good time for the start of the meeting. :

Please see the attached explanatory notes for further details on the resolutions to be proposed at the Annual General Meeting.

Wolfson Microelectronics plc
_(Incorporated and reglstered in Scotland W|th no. 80089839)

Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the Annual General Meeting of Wolfson Mlcroelectronlcs plc
(the “Company”) will be held at Westfield House, 26 Westfield Road, Edlnburgh ‘EH1 1 2QB
‘'on 20 May 2010 at 10.00 a.m. for the transaction of the followmg busmess.

Ordinary Resolutions
To consider and, if thought fit, to pass Resolutions 1 to 11 (inclusive) as ordinary resolutions of the Company: A

Resolution 1

To receive the accounts of the Company for the financial year ended 3 January 2010, together with the directors’ report, the directors’
remuneration report and the audltors report on those accounts and that part of the directors’ remuneration report whlch is requrred to
be audlted :

Resolut|on 2
To-approve the dtrectors remuneration report as set out in the Annual Report and Accounts 2009, for the fmanCIaI year ended 3 January
2010.

Resolution 3
To re-elect Mark Cu_bitt as a director of the Company.

Resolution4 v v
To re-elect Ross King.Graham as a director of the Company. .

Resolution 5
To re-elect Alastair David Milne as a director of the Company.
-\ . . ; .




; Resolutlon 6

_To re-appomt KPMG Audit Plc as audrtors of the Company to hold o
. office until the conclusron of the next general meeting at whlch the
accounts of the Company arefaid. ‘ '

Resolutlon 7

" To. authonse the directors of the Company to determlne the . S
) ’audltors remuneratlon for the ensumg year

Resolutlon 8

*That;

- (a) the_ directors of the Company be generally and vunconditi»onally :

authorised pursuarit to section 551-of the Companies Act 2006
(the “Act”) to allot shares in the Company, or o grant r|ghts to
subscribe for or to convert any security into shares in the _
Company, uptoa maxlmum nomlnal amount of £38, 415 and :

" (b) the authorltles given in th|s Resolutlon

{iy shail be in substltutlon for all pre-eXIstlng authorltles under
" section 551 of the Act (orits predecessor section 80 of the
- Companies Act 1985 (as amended)) and ; :

(n) unless renewed, revoked or varied‘in accordance with: the Act,

- shall expire on the earher of15 months after the passing of thls
Resolution or the conclusion of. the Annual General Meeting of
the Company to be held in 2011, save that the Company may-

before such expiry- make an offer or agreement which . would or o

might require the allotment of shares in the Company, orthe-
grant of rights to subscribe for or to convert any securlty lnto
shares in the Company, after such expiry.

Resolution 9

That the Wolfson Mlcroelectromcs Approved SAYE Scheme (the .
“SAYE Plan”), the pnnclpal terms of which are set out in Appendix

“ A of this Notice, a copy. of the rules of which is produced to'this

Meeting by the Chairman and initialled for the purposes of

ldentlflcatlon be and hereby is approved and adopted and that the
board of dlrectors of the Company, oran approprlate commlttee of

. the board be and is hereby authorlsed to.do all such acts and S
things-as it may conS|der necessary or desirable to give effect to
the SAYE Plan, |nclud|ng maklng any. amendments required to
obtam the approval of HM Revenue & Customs, to establish other

employees’ share schemes based on the SAYE Plan but madified-. :
1o take account of local tax, exchange control or securities laws'in

overseas terrltorles, prov1ded that-any shares made available under
any such further:plans are treated to the extent approprlate as.
counting agalnst the limits.on mdrwdual or overall partlclpatlon '

in the SAYE Plan, and to:take account of the requlrements of

The London Stock Exchange Plc :

b : WolfsonvMicroelectronics plc: Notice‘cfAnnual General Meeting

ResOluti'on 10

That

(a) The Wolfson Mlcroelectromcs 2009 Staff Share Award Plan
- (“the SSAP"), a.copy of the rules of which has been produced
" 'to this Mesting and, for the purposes of identification only, S
o |n|t|alled by the Chairman and a summary of the principal terms . '
- of which is sét'out in Appendix B to this Notice of Annual
General Meetlng, be andis hereby approved

(b) the board of directors of the Company, oran approprlate

committee of the board be and is hereby authonsed to do all

" such acts and thlngs asit may consider.necessary or desirable -
to give effect to the SSAP and to establish other employess’
share schemes forthe benefit.of - employees 1ocated outside
the UK based on the 'SSAP but modifi ied to take account of
local tax, ‘excharige control of securities laws in overseas

) ,temtones provided that any shares made avallable ‘under any

- such further schemes are treated as oountlng against the’ ||m|ts
on lndmdual or overall parhcrpatlon in the SSAP.

Resolution 11 :

That:.

(a) The Wolfson Microelectronics 2010 Senior Executive Deferred
Bonus Plan (“the DB Plan”), a copy-of the rules of which has
been' produced to this Meeting and, for the purposes: of

s '|dent|f|cat|on only, |n|t|alled by the Chalrman and a summary of
the principal terms of which is set out in the Appendix C to this .
Notlce of Annual. General Meetlng, be andis. hereby approved ;

"and established; - : :

(b) the board of dlrectors of the Company, or.an approprlate

commlttee of the board be and is hereby. authorised to do alI
such acts and thlngs as it may consider necessary or desrrable
 togive effect to.the: DB Plan and to establish other employees
", share schemes for the benefit of - employees outside the UK
based onthe DB Plan but mOdlerd to take account of local
. 'tax exchange control or secuntles laws in overseas territories :
. rprowded that any sharés made avallable under-any ! such
further schemes are treated as counting agalnst the limits on
mdwrdual or overall participation in the DB Plan '



Special Resolutions

. To consider.and, if thought fit, to pass Resolutions 12, 13,14 and
15 as special resolutions of the Company:

Resolution 12
That;

(a) subject to the passing of Resolution 8 above, the directors
of the Company be and are hereby empowered pursuant to
section 570 of the Companies Act 2006 (the “Act”) to allot
equity securities (within the meaning of section 560(1) of the
Act) for cash pursuant to the allotment authority conferred by
Resolution 8 above as if section 561(1) of the Act or any pre-
emption provisions contained in the Company’s articles of
association (the “Articles”) did not apply to any such allotment,
provided that this power shall be limited to:

(i) any allotment of equity securities where such securities have
been offered (whether by way of rights issue, open offer or
otherwise) to holders of equity securities in proportion (as
nearly as practicable) to their then holdings
of such securities but subject to such exclusions or other
arrangements as the directors of the Company may deem
necessary or desirable in relation to fractional entittements or
legal or practical problems arising in, or pursuant to, the laws
of any territory, or the requirements of any regulatory body or
stock exchange in any territory or otherwise howsoever; ‘and

(iiy any other allotment (otherwise than pursuant to sub-
paragraph (i) of this Resolution) of equity securities up to
an aggregate nominal amount of £5,762; and

(b) the power given in this Resolution:

(i) shall be in substitution for all other authorities pursuant to
section 570 of the Act (or its predecessor section 95 of the
Companies Act 1985 (as amended)) to the extent not utilised
at the date this Resolution is passed; and

(i) unless renewed, revoked, or varied in accordance with the
Act, shall expire on the earlier of 15 months after the passing
of this Resolution or the.conclusion of the Annual General
Meeting of the Company to be held in 2011, save that the
Company may before such expiry make an offer or
agreement which would or might require the allotment of
shares inthe Company, or the grant of rights to subscribe for
or to convert any security into shares in the Company, after
such expiry.

Resolution 13

That the Company is generally and unconditionally hereby

~ authorised for the purposes of section 701 of the Companies Act
2006 (the “Act”) to make market purchases (within the meaning of
section 693 of the Act) of any of its ordinary shares of 0.1 pence
each (;‘ordinary shares”) on such terms and in such manner as the
directors of the Company may from time to time determine
provided that:

(i) the maximum number of ordinary shares hereby authorised to
be purchased is 11,524,508 representing approximately 10%
of the'issued share capital of the Company as at 4 March 2010;

(i) the minimum price which may be paid for any such ordinary
share is 0.1 pence, exclusive of the expenses of purchase
(if any) payable by the Company;

(i) the maximum price, exclusive of the expenses of purchase
(if any) payable by the Company, which may be paid for any
such ordinary share under this authority is an amount equai to
105% of the average of the middle market closing quotations
for an ordinary share as derived from the Daily Official List of
the London Stock Exchange for the five business days
immediately preceding the day of purchase; and

(iv) unless previously renewed, revoked or varied, the authority
hereby conferred shall expire on the earlier of 15 months after
the passing of this Resolution or at the conclusion of the

. Annual General Meeting of the Company to be held in 2011,
but a contract for purchase may be made before such expiry
which will or may be executed wholly or partly thereafter, and a »
purchase of ordinary shares may be made in pursuant of any
such contract.

Resolution 14

(a) That the CQmpahy’s Articles of Association be hereby
amended by deleting all the provisions of the Company’s
Memorandum of Association which, by virtue of section 28 of
the Companies Act 20086, are to be treated as provisions of the
Company’s Articles of Association; and ' )

(b) that the Articles of Association produced to the meeting and
initialled by the chairman of the meeting for the purpose of
identification be adopted as the Articles of Association of the
Company in substitution for, and to the exclusion of, the
existing Articles of Association. ‘

Reséﬁution 15

That, a general meeting other than an annual general meeting may
be called on not less than 14 clear days notice, provided that this
authority shall expire at the end of the next annual general meeting
of the Company to be held in 2011.

By order of the Board

Jeu L

Jill Goldsmith 8 March 2010

Company Secretary

" Registered Office:

Westfield House
26 Westfield Road
Edinburgh EH11 2QB

Registered in Scotland
No. SC089839

Wolfson Microelectronics plc : Notice of Annual General Meeting



Notes

Entitiement to attend and vote " Appointment of proxies through. CREST

1. Only those shareholders registered in the register of members of the 9. CREST members who wish to appoint a proxy or proxies through the

. Company as at 6.00 p.m. on 18 May 2010 or, if this meeting is adjourned,
at 6.00-p.m. on the day two days prior to the adjourned meeting
(excluding any part of a day that is not a working day) shall be entitled to
attend and vote at this Annual General Meeting in respect of the number.
of shares registered in their name at that time. Changes to entries on the
relevant register of securities after 6.00 p.m. on 18 May 2010 or, if this
meeting is adjourned, at 6.00 p.m. on the day two days prior to the
adjourned meeting (excluding any part of a day that is not a working
day), shall be disregarded in determining the rights of any person to
attend or vote at this Annual General Meeting.

Appointment of proxies

2. Any shareholder who is entitled to attend and vote at this Annual General
Meeting at the time set out in note 1 above is entitled to appoint one or
more proxies to attend, speak and vote at the Annual General Meeting on
his or her behalf.

"3. A form of proxy is attached which to be effective must be completed
and signed and received by the Company’s registrars, Equiniti Limited,
Aspect House, Spencer Road, Lancing, BN99 6ZR, not later than
10.00 a.m. on 18 May 2010.

. A proxy may only be appointed using the procedures set out in these
notes and the notes to the proxy form.

In the case of a shareholder which is a company, the proxy form must-be
executed under its common seal or signed on its behalf by an officer of
the company or an attorney for the company.

Any power of attorney or other authority under which the proxy form is
signed (or a duly certified copy of such power or authority) must be
"included with the proxy form. )

. A proxy does not need to be a shareholder of the Company but must

' attend the Annual General Meeting to represent you. Details of how to
appoint the Chairman of the Annual General Meeting or another person
as a proxy using the proxy form are set out in the notes to the proxy
form. If you wish your proxy to speak on your behalf at the Annual
General Meeting you will need to appoint your own choice of proxy (not
the Chairman) and give your instructions directly to them.

. Shareholders may appoint more than one proxy provided each proxy is
appointed to exercise rights attached to different shares. You may not
appoint more than one proxy to exercise rights attached to-any one
share. To appoint more than one proxy, you will need to complete a
separate proxy form in relation to each appointment. To request
additional proxy forms, please contact the Company’s Registrars, Equiniti
Limited, Aspect House, Spencer Road, Lancing, BN99 6ZR. You will
need to state clearly on each proxy form the number of shares in relation
to which the proxy is appointed. A failure to specify the number of shares
a proxy appointment relates to or specifying a number of shares in
excess of those held by the shareholder will result in the proxy -
appointment being invalid. ' -

. If you are not a shareholder of the Company but you have been
nominated by a shareholder of the Company to enjoy information rights,
you do not have a right to appoint any proxies under the procedures set
out in this “Appointment of proxies” section. Please read the section
“Nominated persons” below. ’

. A vote withheld is not a vote in law, which means that the vote will not be

counted in the calculation of votes for or against the resolution. If no -
voting indication is given, your-proxy will vote or abstain from voting at

his or her discretion. Your proxy will vote (or abstain from voting) as he or .

" she thinks fit in refation to any other matter which is put before the
Annual General Meeting.

Wolfson Microelectronics plc : Notice of Annual General Meeting

CREST electronic proxy appointment service may do so for the Annual
General Meeting to be held on 20 May 2010 and any adjournment(s)
thereof by using the procedures described in the CREST Manual. CREST
Personal Members or other CREST sponsored members, and those
CREST members who have appointed a Voting service provider(s),
should refer to their CREST sponsor or voting service provider(s), who
will be able to take the appropriate action on their behalf.

In order for a proxy appointment or instruction made using the CREST
service to be valid, the appropriate CREST message (a “CREST Proxy
Instruction”) must be properly authenticated in accordance with
Euroclear UK & Ireland Limited’s (“EUI") specifications and must contain
the information required for such instructions, as described in the CREST
Manual, www.euroclear.com/CREST. The message, regardless of
whether it constitutes the appointment of a proxy or to an amendment to
the instruction given to a previously appointed proxy must, in order to be
valid, be transmitted so as to be received by the issuer’s agent (ID RA1 9)
by the latest time(s) for receipt of proxy appointments specified in the
notice of meeting. For this purpose, the time of receipt will be taken to be
the time (as determined by the timestamp applied to the message by the
CREST Applications Host) from which the issuer’s agent is able to retrieve
the message by enquiry to CREST in the manner prescribed by CREST.
After this time any change of instructions to proxies appointed through
CREST should be communicated to the appointee through other means.

CREST members and, where applicable, their CREST sponsors or voting
service providers should note that EUI does not make available special
procedures in CREST for any particular messages. Normal system
timings and limitations will therefore apply in relation to the input of
CREST Proxy Instructins. It is the responsibility of the CREST member
concerned to take (or, if the CREST member is a CREST personal
member or sponsored member or has appointed a voting service
provider(s), to procure that his CREST sponsor or voting service
provider(s) take(s)) such action as shall be necessary to ensure that a
message is transmitted by means of the CREST system by any particular
time. In this connection, CREST members and, where applicable, their
CREST sponsors or voting service providers are referred, in particular,

to those sections of the CREST Manual concerning practical limitations
of the CREST system and timings.

The Company may treat as invalid a CREST Proxy Instruction in the
circumstances set out in Regulation 35(5)(a) of the Uncertificated
Securities Regulations 2001.

Appointment of proxy by joint shareholders

10. In the case of joint holders, where more than one of the joint holders

purports to appoint a proxy, only the appointment submitted by the most
senior holder will be accepted. Seniority is determined by the order in
which the names of the joint holders appear in the Company’s register
of shareholders in respect of the joint holding (the first-named being the
most senior). -



Changing proxy instructions

11. To change proxy instructions a new proxy appointment form should be
submitted using the methods set out above. Note that the cut-off time
for receipt of proxy appointments (see above) also apply in relation to

‘amended instructions; any amended proxy appointment recelved after
the relevant cut-off time will be disregarded.

Where a proxy has been appointed using the proxy form and instructions
are to be changed by using another proxy form, please contact Equiniti
Limited, Aspect House, Spencer Road, Lancing, BN99 6ZR. If more than
one valid proxy appointment is submitted, the appointment received last
before the latest time for the receipt of proxies will take precedence.

Termination of proxy appointments -

12. In order to revoke a proxy instruction, you will need to inform the
Company by sending a signed‘hard copy notice clearly stating your
intention to revoke your proxy appointment to Equiniti Limited, Aspect
House, Spencer Road, Lancing, BN99 6ZR. In the case of a shareholder
which is a company, the revocation notice must be executed under its
common seal or signed on its behalf by an officer of the company or an
attorney for the company. Any power of attorney or any other authority
under which the revocation notice is signed (or a duly certified copy of
such power or authority) must be included with the revocation notice.

The revocation notice must be received by Equiniti Limited no later than
7.00 a.m. on 20 May 2010.

Appointment of a proxy does not preclude you from attending the Annual
General Meeting and voting in person. If you have appointed a proxy and
attend the Annual General Meeting in person, your proxy appointment
will automatically be terminated.

Appointment of corporate represehtatives

13. Anyvcorporation which is a shareholder can appoint one or more
corporate representative(s) who may exercise on its behalf all of its

powers as a shareholder provided that they do not do so in relation to the

same shares.

Issued shares and total voting rights

14. As at 6.00 p.m. on 4 March 2010, the Company’s issued share capital
comprised 115,245,080 ordinary shares of 0.1 pence each. Each ordinary
share carries the right to one vote at a general meeting of the Company
and, therefore, the total number of voting rights in the Company as at
6.00 p.m. on 4 March 2010 is 115,245,080.

Nominated persons

15. If you are a person who has been nominated under section 146 of the
Companies Act 2006 to enjoy information rights (“Nominated Person”):

» You may have a right under an agreement between you and the
shareholder of the Company who has nominated you to have
information rights (“Relevant Shareholder”) to be appointed or to have
someone else appointed as a proxy for the Annual General Meeting.

» If you either do not have such a right or if you have such a right but do
not wish to exercise it, you may have a right under an agreement
between you and the Relevant Shareholder to give instructions to the
Relevant Shareholder as to the exercise of voting rights.

» Your main point of contact in terms of your investment in the Company
remains the Relevant Shareholder (or, perhaps, your custodian or
broker) and you should continue to contact them (and not the Company)
regarding any changes or queries relating to your personal details and
your interest in the Company (including any administrative matters).
The only exceptlon to this is where the Company expressly requests
a response from you.

Communication .
16. Except as provided above, shareholders who have general queries about

the Annual General Meeting should use the following means of
communication (no other methods of communication will be accepted):

» calling the Company on + 44 (0)131 272 7000; or
» by email to info@wolfsonmicro.com
You may not use any electronic address provided either:
» in this Notice of Annual General Meeting; or
» any related docurﬁénts,

to communicate with the Company for any purposes other than those
expressly stated.

Documents on dlsplay

17. The foliowing documents are avallable for mspectlon on any day (except
Saturday, Sunday and Bank Holidays) up to and including the date of this
Annual General Meeting during usual business hours at the registered
office of the Company and:at the offices of Shepherd and Wedderburn
LLP, Condor House, 10 St. Paul's Churchyard, London, EC4M 8AL and
will, on the date of this Annual General Meeting, be available for
inspection at the meeting from 9.45 a.m. until the conclusion of the
meeting:

(i) the register of interests of directors (and their family interests) in the
ordinary shares of 0.1 pence each of the Company;

(i) copies of the executive directors’ service agreements and non-
executive directors’ letters of appointment;

(i) a copy of the rules of The Wolfson Microelectronics Approved SAYE
Scheme;

(iv) a copy of the rules of The Wolfson Microelectronics 2009 Staff Share
Award Plan (as amended by directors’ resolution);

(v) a copy of the rules of The Wolfson Microelectronics 2010 Senior
Executive Deferred Bonus Plan;

(vi) the Company’s current Memorandum and Articles of Association; and

(vii) a copy of the proposed new Articles of Association of the Company,
and a copy of the existing Articles of Association marked to show the
changes being proposed in Resolution 14.

Website giving information regarcing the Meeting

18. In accordance with section 311A of the Corhpanies Act 2006, the
contents of this Notice of Annual General Meeting, details of the total
number of shares in respect of which members are entitied to exercise
voting rights at the Meeting and, if applicable, any members’ statements,
members’ resolutions or members’ matters of business received by the
Company after the date of this Notice of Annual General Meeting will be
available on the Company’s website at www.wolfsonmicro.com.

Quest“ons at the Meeting

19. Pursuant to section 319A of the Companles Act 2006, the Company
must cause to be answered at the Meeting any question relating to the
business being dealt with at the Meeting which is put by a member
attending the Meeting, except in certain circumstances, including if it
is undesirable in the interests of the Company or the good order of the
Meeting that the question be answered or if to do so would involve
the disclosure of confidential information.

Wolfson Microelectronics plc : Notice of Annual Gengral Meeting



Shareholders’ resolutions and agenda items

20. Under section 338 and section 338A of the Companies Act 2006,
shareholders meeting the threshold requirements in those sections have
the right to require the Company (j).to give, to shareholders of the
Company entitled to receive notice of the Meeting, notice of a resolution -
which may properly be moved and is intended to be moved at the
Meeting and/or (i) to include in the business to be dealt with at the
Meeéting any matter (other than a proposed resolution) which may be
properly included in the business. A resolution may properly be moved or
a matter may properly be included in the business unless (a) (in the case
of a resolution only) it would, if passed, be ineffective (whether by reason
of inconsistency with any enactment or the Company’s constitution or
otherwise), (b) it is defamatory of any person, or (c) it is frivolous or
vexatious. Such a request may be in hard copy form or in electronic form,
must identify the resolution of which notice is to be given or the matter to
be included in the business, must be authorised by the person or
persons making it, must be rece_i\:ed by the Company not later than 8
April 2010, being the date 6 clear weeks before the Meeting, and:(in the
case of a matter to be included in the business only) must be
accompanied by a statement setting out the grounds for the request.

Website publication of audit concerns

21. Under section 527 of the Companies Act 2006, shareholders meeting
the threshold requirements set out in that section have the right to require
the Compény to publish on a website a statement setting out any matter
relating to: (i) the audit of the Company’s Accounts (including the
Auditor’s report and the conduct of the audit) that are to be laid before )
the Meeting; or (ii) any circumstance connected with an Auditor of the
Company ceasing to hold office since the previous meeting at which
annual accounts and reports were laid in accordance with section 437
of the Companies Act 2006. The Company may not require the
shareholders requesting any such website publication to pay its
expenses in complying with sections 527 or 528 of the Companies Act
2006. Where the Company is required to place a statement on a website
under section 527 of the Companies Act 2006, it must forward the
statement to the Company’s Auditor not later than the time when it
makes the statement available on the website. The business which may
be dealt with at the Meeting includes any statement that the Company
has been required under section 527 of the Companies Act 2006 to
publish on a website. ‘

Recommendation

The directors of the Company (the “Directors”) consider that the proposals
set before the meeting are in the best interests of the Company and its
shareholders in general and are most likely to promote the success of the
Company for the benefit of its shareholders as a whole. The Directors
therefore unanimously recommend that you vote in favour of all of the
resolutions set out ébove‘as they intend to do in respect of their own
beneficial holdings. :

Wolfson Microelectronics plc : Notice of Annual General Meeting

Explanatory Notes

Annual Report and Accounts (Reéolution 1)

The Directors are required by the Companies Act 2006 to lay before the
Company at this Annual General Meeting the accounts of the Company for
the financial year ended 3 January 2010, the report of the Directors, the
Directors’ remuneration report and the report of the Company’s auditors on
those accdunts, and that part of the Directors’ remuneration report which
is required to be audited.

Remuneration Report (Resolution 2)

Listed companies must prepare a Directors’ remuneration report and put

a resolution to the shareholders in a general meeting. Accordingly,
Shareholders are invited to approve the Directors’ remuneration report which
is set out in full on-pages 34 to 47 of the Annual Report and Accounts 2009.
The Directors’ remuneration report includes details of the remuneration paid
to Directors and the Company’s remuneration policy for its Directors.

In accordance with the Regulations, the vote of this resolution is advisory and
no Director’s remuneration is conditional upon the passing of this resolution.

Re-election of Directors (Resolutiohs 3,4 and 5) ‘

The Articles require certain Directors to retire by rotation from time to time.

- At the Annual General Meeting in 2009, Mr Barry Michael Rose retired and

was re-elected as a Director and Glenn Collinson and Joseph Michael Hickey
were elected as Directors. .

In accordance with the Articles, Mf Mark Cubitt, Mr Ross King Graham and
Dr Alastair David Milne now retire and each makes himself eligible for re-election.

The biography and the age of each of the above-mentioned Directors are
contained on pages 20 and 21 of the Company’s Annual Report and
Accounts 2009. The Chairman has confirmed that, following formal
performance evaluation, both Mr Graham’s and Dr Milne’s performance
continues to be effective and each demonstrates commitment to their roles,
including commitment of time for Board and, in the case of Mr Graham,
Committee meetings and their other duties.

Due to the valuable contribution made by all of these individuals to date and
which the Company expects them to make in the future, the Board
recommends the re-election of each of these Directors.

Re-appointment of Auditors (Resolution 6)

The Company is required to appoint auditors at each general meeting at
which accounts are laid before the Company, to hold office until the next
such meeting. Resolution 6 proposes the re-appointment of KPMG Audit Plc
as auditors of the Company.

Remuneration of Auditors '(Res‘olution 7)

Resolution 7 authorises the Directors to detérmine the auditors’ remuneration
for the ensuing year. ’

Authority to aliot ordinary shares (Resolution 8)

Under section 551 of the Companies Act 2006, Directors require
shareholders’ authority for allotment of shares. Shareholders last granted
such general authority to the Directors at the Annual General Meeting in
2009. Such authority will expire at the end of this Annual General Meeting
and Resolution 8 seeks to renew it, although the Directors have no current
plans to utilise the authority. '

Resolution 8 will be proposed as an ordinary resolution, to authorise the
Directors to allot generally relevant securities up to @ maximum nominal value
of £38,415 which represents approximately 33.3% of the issued share capital
of the Company as at 4 March 2010. This authority will expire on the earlier of
15 months after the passing of the resolution or on the conclusion of the
Annual General Meeting of the Compny to be held in 2011.



- Approval and adoption of The Wolfson Microelectronics
Approved SAYE Scheme (the “SAYE. Plan”) (Resolution 9)

This resolution concerns the Company’s proposal to introduce a new UK HM
Revenue & Customs approved savings-related share option plan. Resolution
9 sets out the full resolution to approve the SAYE Plan. Resolution 9 will be
proposed as an ordinary resolution. ‘

A summary of the main provisions of the SAYE Plan is set out in Appendix A
to this Notice. :

Approval of The Wolfson Microelectronics 2009 Staff Share
Award Plan (Resolution 10) :

The directors seek shareholder approval of the Wolfson Microelectronics
2009 Staff Share Award Plan (“the SSAP”), an employees’ share scheme
established by the directors in 2009 (formerly called The Wolfson
Microelectronics 2009 Staff Performance Share Plan). The SSAP provides
for annual discretionary awards in the form of deferred share awards to be
made each year to selected employees in the form of either contingent share
awards or nil-cost options over shares with a market value (at the date of

- award) of up to 100 per cent of an employee’s rate of annual salary. Awards
are made in recognition of individual performance in the year preceding that
in which the award is made. Such awards vest in three equal tranches at
each of the first three anniversaries of the date of award, subject to the award
holder remaining employed within the Group. The principal terms of
the SSAP are summarised in Appendix B.

Awards under the SSAP are made to employees who are neither directors
of the Company nor senior managers and until now have been made only on
the basis that they are satisfied by the transfer by the Plan Trustee of shares
purchased in the market with funds ‘contributed by the Group. It is intended
that awards under the SSAP will be made only to emp]oyees other than
directors and members of the senior management team. The approval of
shareholders is required to ensure compliance with the requirements of US
federal and state securities laws and (in accordance with the Listing Rules)
to allow awards to be made to US employees and be satisfied by the issue
of new shares subject to the limit (of 5 per cent) on the issue of new shares
for executive share incentive schemes in any 10-year period.

Approval and adoption of The Wolfson Microelectronics 2010
Senior Executive Deferred Bonus Plan (“the DB Plan”)
(Resolution 11)

The directors seek shareholder approval of the Wolfson Microelectronics
2010 Senior Executive Deferred Bonus Plan (“the DB Plan”). This is a new
plan which provides for annual bonuses of directors and other senior
executives to be paid, if the eligible employee so elects to participate in the
DB Plan, partly in shares in the Company deferred for three years, but with
the prospect of an awardholder receiving additional “matching shares” after
three yéars if he or she remains employed within the Group and corporate
performance targets are met. The maximum number of matching shares
which may be so awarded cannot in any event exceed twice the number of
deferred shares awarded in lieu of bonus — however, in relation to any awards
made under the DB Plan in 2010, it is intended that the ratio of Matching
Shares will be limited to 1 for 1. Awards may be satisfied by the issue of new
shares, subject to the overall limits on the issue of new shares mentioned at
Note 8 in Appendix C to this Notice. The principal terms of the DB Plan are
summarised in Appendix C. The performance targets proposed to be set by
the Remuneration Committee in relation to Matching Shares to be awarded
under the DB Plan in 2010 are described in the Remuneration Report on
page 36 of the Annual Report-and Accounts 2009.

Authority to allot ordinary shares for cash on a non pre-emptive
basis {Resolution 12)

Under section 561 of the Companies Act 20086, if the Directors wish to allot
any of the unissued ordinary shares for cash they must in the first instance
offer them to existing ordinary shareholders in proportion to their ordinary
shareholding. There may be occasions, however, when the Directors will
need the flexibility to finance business opportunities by the issue of ordinary
shares without a pre-emptive offer to existing ordinary shareholders.
Shareholders last granted authority to the Directors to disapply pre-émptive
rights at the Annual General Meeting in 2009. Such authority will expire at the
end of this Annual General Megting and Resolution 12 seeks to renew it.

Resolution 12, which is proposed as a special resolution, imposes a limit of
approximately 5% of the issued ordinary share capital as at 4 March 2010
on the issue of new shares and the sale of any treasury shares without first
offering them to existing ordinary shareholders. Resolution 12 also seeks a
disapplication of the pre-emption rights on a rights issue (or other pre-emptive
type issue) so as to allow the Directors to make exclusions or such other
arrangements as may be appropriate to resolve legal or practical problems
which, for example, might arise with overseas ordinary shareholders.

This authority will expire on the earlier of 15 months after the passing of
the resolution or on the conclusion of the Annual General Meeting of the
Company to be held in 2011.

The Directors have no present intention of using the authority proposed to
be granted by Resolution 12.

As at 4 March 2010, the Company did not hold any shares in treasury, being
the latest practicable date prior to the publication of this document.

Authority td purchase Company’s own shares {Resclution 'i3)

In certain circumstances, subject to the provisions of the Companies Act’
2006, it may be advantageous for the Company to purchase its own shares
and Resolution 13 seeks authority from shareholders to do so up to a limit
of approximately 10% of the issued share capital. At the Annual General
Meeting in 2009, shareholders granted the Directors authority for the
Company to purchase its own shares, up to a limit of approximately 10%
of the issued share capital of the Company. The current authority will expire
at the end of this Annual General Meeting. Resolution 13 seeks to renew
this authority to give the Company flexibility to purchase its own shares.

The Directors intend to exercise this power only when, in the light of market
conditions prevailing at the time, they believe that the effect of such
purchases will be to increase earnings per share and is in the best interest of
shareholders generally. Other investment opportunities, appropriate gearing
levels and the overall position of the Company will be taken into account
before deciding upon this course of action.

Any shares repurchased may either be cancelled or held by the Company as
treasury shares. If any shares were held by the Company as treasury shares,
no voting rights would be exercised, or dividends paid, in respect of any
treasury shares.

The authority sought by Resolution 13 will expire on the earlier of 15 months
after the passing of the Resolution or the conclusion of the Annual General
Meeting of the Company held in 2011. The Directors intend to seek renewal
of this power at subsequent Annual General Meetings.

As at 4 March 2010, there were options over 5,308,284 ordinary shares
representing 4.61% of the then issued share capital of the Company. If the
authority sought by Resolution 13 were exercised in full and all shares
purchased by the Company were cancelled, these options would represent
5.12% of the issued share capital of the Company as at 4 March 2010.

The Company does not hold any shares in treasury as at 4 March 2010.

Wolfson Microelectronics plc : Notice of Annual General Meeting



Adoption of new articles of association (Resolution 14)

It is proposed in Resolution 14 to adopt new articles of association

(the “New Articles”) in order to update the Company’s current articles of
association (the “Current Articles”) primarily to take account of the coming
into force of the Companies (Shareholders’ Rights) Regulations 2009 (the
“Shareholders’ Rights Regulations”) and the implementation on 1 October
2009 of the last parts of the Companies Act 2006.

The principal changes introduced in the New Articles are summiarised in
Appendix D to this Notice. Other changes, which are of a minor, technical
or clarifying nature and also some more minor changes which merely reflect
changes made by the Companies. Act 2006 or the Shareholders’ Rights

* Regulations, or conform the language of the New Articles with that used
in the model articles for public companies produced by the Department
for Business, Innovation and Skills, have not been noted in Appendix D.
The New Atrticles showing all the changes to the Current Articles are available
for inspection, as noted on page 5 of this document.

Notice of general meetings (Resolution 15)

Changes made to the Companies Act 2006 by the Shareholders’ Rights
Regulations increase the notice period required for general meetings of the
Company to 21 days unless shareholders approve a shorter notice period,
which cannot however be less than 14 clear days. Annual general meetings
will continue to be held on at least 21 clear day’s notice.

Before the coming into force of the Shareholders’ Rights Regulations on

3 August 2009, the Company was able to call general meetings other than
an annual general meeting on 14 clear days notice without obtaining such
shareholder approval. In order to preserve this ability, Resolution 15 seeks
such approval. The approval will be effective until the Company’s next annual
general meeting, when it is intended that a similar resolution will be
proposed. The flexibility offered by this resolution will be used where, taking
into account all the circumstances, the directors consider this appropriate
in relation to the business, and merited by the time sensitive nature of the
business, to be considered at the meeting and in the interests of the
Company and shareholders as a whole.
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Appendix A:

Summary of the principal provisions of
The Wolfson Microelectronics Approved SAYE
Scheme (the “SAYE Plan”)

Introduction

The aim of the Remuneration Committee of the directors of the Company

(“the Remuneration Committee”) is to develop and implement remuneration
policies which provide an appropriate motivational framework and help to
align the interests of the executive directors and employees with the performance
of the business and the interests of shareholders. As part of this exercise,

the Remuneration Committee has decided that the introduction of an
all-employee savings related share option plan is key to supporting the
business strategy in the future. The SAYE Plan will have a duration of 10 years.

The Company is now seeking the necessary approval of the Company’s
shareholders at the AGM and wishes to inform shareholders of the terms of
the SAYE Plan.

The SAYE Plan will provide for the grant of options, linked to savings
contracts, by the Company or the Trustee as appropriate, to subscribe for, or
to purchase, Ordinary Shares in the Company (“Shaies"j. The SAYE Plan has
been submitted for approval to HM Revenue & Customs under Schedule 3 of
the Income Tax (Earnings and Pensions) Act 2003 (“ITEPA”). HM Revenue &
Customs has informally indicated that the SAYE Plan rules are in a form
capable of HM Revenue & Customs approval. The board of directors retains
the right to make such changes to the SAYE Plan as may be necessary or
expedient to obtain such approval.

The SAYE Plan will be administered by the Remuneration Committee.
The key terms of the SAYE Plan are set out below.

Participation

All UK resident and ordinarily resident employees and full time executive
directors (i.e. directors who spend at least 25 hours per week in the
performance of their duties) of the Company and its subsidiaries who have
completed a specified qualifying period of employment (not exceeding 5
years) will be eligible to participate in the SAYE Plan.

The Remuneration Committee has the discretion to allow other employees
to participate.

Grant of options

Invitations to apply for the grant of an option

Employees may, at the discretion of the Remuneration Committee, be invited
to apply for 3 or 5 year options. It is intended that initial invitations will invite
the employees to apply for 3 year options. ‘

Participants will not have to make a payment for the grant of an option.

Grant of an option linked to a savings contract

Al options will be granted on condition that employees enter into a linked
savings contract with a savings provider nominated by the Remuneration
Committee and approved by HM Revenue & Customs. Under such contracts,
employees must save between £5 and £250 per month (or such other limit
as is introduced under such contracts from time to time). Such sums will be '
deducted from the participant’s net pay.

Timing of option grants .
The Remuneration Committee may procure that invitations are issued to apply
for options under the SAYE Plan during the period beginning with the date of
adoption of the SAYE Plan by the Company and ending 42 days after the
date on which the SAYE Plan is formally approved by HM Revenue & Customs.



Thereafter, the Remuneration Committee may issue invitations to apply for
Options within a period of 42 days commencing on:

1. the dealing day following the announcement of the Company s results
for any period; or

2. the dealing day on which any dealmg restriction which prohibits the
making of invitations lifts; or

3. the occurrence of exceptional circumstances which the Remuneration
. Committee considers justify making an invitation to apply for options.

Exercise price and the number of shares subject to an option

v  The exercise price will be set at not less than the higher of (j) 80% of the

market value of a share and (ji) in the case of an option to subscribe, the .
nominal value of an ordinary share.

If the Remuneration Committee so determlnes, the exercise price may be
determined by reference to the average middle market quotation of an
ordinary share in the Cbmpany for the three dealing days following the
announcement of the Company’s results for any period. Where such
averaging is used, the invitation period will commence on the fourth dealing
day following the announcement of the Company’s results.

The number of Shares subject to an option will be the maximum number of
Shares which can be acquired at the exercise price based on the aggregate
of contributions to the savings contract and the bonus earned

(if any) on maturity of the savings contract.

Both the number of Shares subject to an option and the exercise price may
be adjusted by the Remuneration Committee with the agreement of HM
Revenue & Customs to take account of any capitalisation, rights issue,

consolidation, sub-division of shares, or reduction of share capital or other

variation of the Company’s share capital.

In the event that applications for options exceed the number of Shares
available, the Remuneration Committee shall scale down the applications.

Options will be granted within 30 days of the first dealing day by reference
to which the market value of the Shares is determined for the purposes of
the SAYE Plan, or of the date of invitation. If scaling down is necessary
the period shall be extended to 42 days.

Exercise of Options
There will be no performance conditions attaching to options.

The proceeds of the savings contract may be used to fund the exercise of
Options. Normally, options may be exercised no earlier than the date on
which a bonus is payable under the relevant savings contract (the “Bonus
Date”) and no later than six months after the Bonus Date. Options may be
exercised prior to the Bonus Date for a limited period upon the occurrence
of certain other events set out in the rules of the SAYE Plan. These include
* where the participant reaches the specified age (which has been set at 60
years of age) or ceases to be an employee due to injury or disability,
redundancy or retirement, or his employment or employing company being
transferred outside the Group. '

If more than three years after the date of grant a participant ceases
employment for any other reason, he will have the opportunity to exercise
his options within six months of the date of cessation of employment.

Ifa participan{ dies before the maturity of the related savings contract,

his option may be exercised by his personal representatives within 12
months of his death.

Lapse of Options
Generally, any option not exercised by the day falfing six months after

. the date on which it first becomes capable of exercise will lapse.

If within three years following the date of grant, a participant ceases
employment for any reason other than injury or disability, redundancy,
retirement, or his employment or employing company being transferred
outside the Group, the option will lapse on the date of cessation of
employment with the Group.

' If a participant gives notice that he intends to stop paying monthly

contributions under the savings related contract, or is deemed to have
given such notice or makes an application for the return of his accumulated
savings, the participant’s option will lapse. -

A participant’s option will also lapse if he is adjudicated bankrupt.

To the extent that an option is not exercised by a participant’s personal
representatives within 12 months of his death, the option will lapse.

Takeover, reconstruction and winding-up

Options will also become exercisable on a change of control, reconstruction
or voluntary winding up of the Company, on the date a participant’s
employing company ceases to be under the control of the Company or on
a sale or transfer of a business or part of a business which results in the
participant’s employment no longer being with a group company.

‘Ona change of control or reconstruction of the Company, an Option may,

with consent of the company acquiring control, be released in consideration
of the grant of equivalent rights over shares of the acquiring company or
company associated with it.

Options which are not exercised within the prescribed time periods foliowing
such events will normally lapse.

Source of shares

The SAYE Plan allows options to be granted by the Company over unissued
Shares or treasury shares, or by the trustee of the Company’s employees’
share trust over Shares purchased on the market.

Limitaiions on Grant

In any 10 year period, the aggregate number of Shares which may be issued
or are issuable or treasury shares which remain re-issuable under the SAYE
Plan and any other employees’ share scheme established by the Company
may not exceed 10 per cent of the issued ordinary share capital of the
Company. For these purposes, Shares in respect of which options were

" granted before 21 October 2003 {when Shares in the Company were

admitted to the Official List) shall be left out of account.

No options may be granted under the SAYE Plan which would cause this
limit to be breached.
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Administration and Amendment

The Remuneration Committee will administer the SAYE Plan and may
delegate such administration to other persons as it sees fit. The savings
provider will administer the operation of the savings contract. The Board of
Directors of the Company may amend the rules of the SAYE Plan inany -
respect provided that: '

(a) no alteration or addition to the advantage of any existing participant or
person eligible to participate in the SAYE Plan may be made to the
provisions of the SAYE Plan concerning:

(i) the class of persons who may benefit under the Plan;
(i) the limit on the number of Shares available under the Plan; or

(iii) the adjustment of options to take account of any capitalisation issue,
rights issue or open offer, sub-division or consolidation of Shares or
reduction of capital or any other variation of capital .

without prior approval of the shareholders of the Company in general meeting;

{b) prior approval of the shareholders of the Company in general meeting is
not required in respect of an alteration which is a minor amendment to
benefit the administration of the SAYE Plan, to take account of any
changes in legislation or to obtain or maintain favourable (or avoid
unfavourable) tax, exchange control or regulatory treatment of the
Company, subsidiary or any participant; :

{c) after formal approval and whilst the SAYE Plan is approved and is
intended to remain approved by HM Revenue & Customs, no
amendment to any key feature shall have effect until approved by HM
Revenue & Customs. A key feature is a feature which is necessary to
comply with Schedule 3 to ITEPA and the relevant legislation; and

(d) where a change would have a material adverse effect on participants, no
such change may be effective unless a majority of the participants so
affected agrees in writing to the change.

The Remuneration Committee may at any time without further formality
establish other employees’ share schemes to apply in overseas territories
governed by rules similar to the SAYE Plan but modified to take account of
local rules, regulations and practice provided that any shares issued or
issuable under such plans shall be treated as counting against any limits on
overall participation in the SAYE Plan.

Voting, Dividend, Transfer and other rights

Until Options are exercised, participants have no voting or other rights in
respect of the Shares under their Option. Shares issued or transferred under
the SAYE Plan shall rank pari passu in all respects with Shares already in
issue except they will not rank for any dividend or other distribution paid or
made by reference to a record date prior to the date of allotment or transfer.

Application will be made to The London Stock Exchange Plc for the
admission of such Shares to the Official List.

Options are not transferable or assignable. Any benefits provided under the
SAYE Plan will not be pensionable.
Termination

The SAYE Plan may be terminated at any time by a resolution of the
Remuneration Committee and shall in any event terminate on the tenth
anniversary of the date on which the SAYE Plan is approved by the Company
in general meeting.

Termination shall not affect outstanding rights of participants.
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Appendix B:

Summary of thé principal provisions of
The Wolfson Microelectronics 2009 Staff Share
Award Pian (the “SSAP”)

Deferred Share Awardsv

1. Under the SSAP, awards may be made each year to selected employees

-on a discretionary basis in the form of either contingent awards of free
Shares (an “Award”) or nil-cost options to acquire Shares. In either case,
Awards vest in three equal tranches upon the first three anniversaries of
the award date. Contingent Award Shares are issued by the Company or
transferred by the Plan Trustee, as applicable, as soon as practicable
after they have become vested. A nil-cost option may be exercised in
respect of vested Shares at any time up to the tenth anniversary of the
Award date. Awards are made on the basis of individual performance
and, once made, are contingent only upon continuing employment within
the Group. When an Award is made, the Directors may provide that when
the Award Shares are acquired by the employee, he or she will then be
awarded additional Shares acquired by the reinvestment of dividends
paid on the Award Shares since the date of award. Awards may normally
only be made in a period of 42 days beginning with the fourth dealing
day following an announcement of the Company’s results. No Award may
be made after 16 February 2016.

Individual limit on Awards

2. There is a limit, of 100 per cent of an employee’s salary, on the market
value of Shares in respect of which Awards may be made to an employee
in any year, except that if an employee is required to bear the cost of
employer’s NICs on the gain on exercise of a Nil-Cost Option, the
number of Award Shares may be increased to compensate for that cost.

Limit on the issue of new shares

3. The Company may issue new shares for the purpose of satisfying
Awards, but the number of Shares which may on any day be so issued,
when added to Shares previously issued for the purposes of this Plan
and the number of Shares issued or in respect to which rights to
subscribe for Shares have previously been granted (and which, if not
exercised, have not tapsed) in the period of 10 years ending on that day
for the purposes of any other discretionary executive share incentive
scheme shall not exceed 5 per cent of the issued share capital of the
Company on that day. In addition, the number of Shares so issued or
in respect of which rights to subscribe for Shares have previously been
granted (and. which, if not exercised, have not lapsed) in the period of

-10 years ending on that day for the purposes of this and any other
employees’ share scheme shall not exceed 10 per cent of the issued
share capital of the Company on that day. For these purposes, Shares
in respect of which options were granted before 21 October 2003
(when Shares in the Company were admitted to the Official List) shall
be left out of account.

Leaving employment

4. If an Awardholder leaves after the third anniversary of the date of award,
then vested Shares will be transferred to him and any vested Nil-Cost
Option Mmust be exercised within 12 months of leaving. If after the first
anniversary of the Award date, an Award holder leaves the Group by
reason of in}'ury, ill-health, disability, death, retirement or the business or’

. subsidiary in which he works being sold outside the Group, then he is
entitled to vested Award Shares and a proportion {corresponding to such
proportion of the 3-year period as fell before the leaving date), or such
greater proportion as the Directors may specify, of the unvested Award
Shares. If an Awardholder ieaves the Group for any other reason then,
unless the Directors otherwise determine, he or she forfeits any
entitlement to Award Shares.



Corporate event

5. Awards may vest early in the event of a demerger, statutory
- reconstruction or change of control (takeover) of the Company.

Variation of share capital

6. In the event of a capitalisation, rights issue or open offer, sub-division,
consolidation of Shares or reduction of capital or any other variation in
the share capital of the Company, the Committee may make such.
proportional adjustment as it considers appropriate to the number of
Shares in respect of which an Award subsists provided that, in the case
of any variation other than a sub-division, consolidation or capitalisation
issue, independent advisers have confirmed that the proposed

. adjustment is fair and reasonable. )

Amendment of the SSAP

7. The Remuneration Committee may amend the SSAP. However, the
provisions relating to eligibility, limitations on the making of awards and
the basis for determining a participant’s entitlement to acquire Shares,
and the adjustment of such entitlements in the event of a capitalisation
issue, rights issue or open offer, sub-division or consolidation of Shares
or reduction of capital or any other variation of capital, cannot be altered
to the advantage of participants without the prior approval of
shareholders of the Company in general meeting, except for minor
amendments to benefit the administration of the SSAP, to take account

of a change in legisiation or to obtain or maintain favourable tax, exchange

contro! or regulatory treatment for participants in the Plan or for any
member of the Group.

Appendix C:

Summary of the principal terms of The Wolfson
Microelectronics 2010 Senior Executive Deferred
Bonus Plan (“the DB Plan”)

Deferred Share Bonus Awards

1. Under the DB Plan, part of an annual bonus to be paid to a director of
the Company (“Director”), or other senior executive of a member of the
Group, may, if the Directors or, in the case of a bonus for a Director, the
Remuneration Committee so determines and if the employee so -
requests, be taken in the form of Shares in the Company on either a net
(after tax) or gross (before tax) basis (a “Deferred Share Bonus Award”).

If the award is to be on a net basis, the net amount of such bonus (after
deduction of tax) is applied in the acquisition of Shares at their market
value by the trustee of the Company’s employees’ share trust (“the Plan
Trustee”) to be held (as bare trustee) on behalf of the participant. If the

.award. is to be on a gross basis, the employer company will pay the gross
amount to the Plan Trustee which will-acquire Shares, at their market
value, for transfer to the participant after 3 years if he or she then remains
employed within the Group and has not then given or received notice of
termination of employment. In this case, income tax and NICs will be
charged on the value of the Shares when they are transferred. Awards
may normally only be made within the period of 42 days following an
announcement of the Company’s results. Benefits under the DB Plan are
not pensionable. No Award may be made after 20 May 2020.

Matching Share Awards

2. When making a Deferred Share Bonus Award, the Directors (or, in the
case of a director, the Committee), may determine that, if or insofar as
pre-set targets refating to the performance of the Company over 3 years
(beginning with that in which the award is made), are met and the
participant remains employed within the Group, the Company wili then
procure.the transfer o the participant of a number of additional Shares
(“a Matching Share Award”). The number of such additional Shares
(“Matching Shares”) shall not in any event exceed twice the number
of shares in respect of which the corresponding Deferred Share Bonus
Award is made (or, if it was made on a net basis, the number of Shares-
in respect of which.it would have been made if the gross amount had
been applied in the acquisition of Shares). In relation to Deferred Share
Bonus Awards made in 2010, it is intended that the ratio of Matching
Shares will be limited to 1 for 1.

Performance-linking of Matching Share Awards

3. The performance targets proposed to be set in relation to Matching
Share Awards to be made in 2010 are the same as those to be set in
relation to awards made in 2010 under the Company’s Performance
Share Plan and are described in the Remuneration Report on page 36 of
the Annual Report and Accounts 2009. Notwithstanding the achievement
in part or in full of the performance target, the Committee may reduce the
number of Matching Shares to be transferred if it is of the opinion that the
underlying financial performance of the Company-is such that it would be
contrary to the best interests of the Company and its shareholders fora
participant to acquire all of the vested Matching Award Shares. Likewise,
the Committee may determine that, having regard to the underlying
financial performance of the Company, some, or an enhanced proportion
of the Matching Shares shall be transferred notwithstanding that the
performance target has not been met in full.

Lapse of Matching Share Awards

4, If the participant requests the Plan Trustee to dispose of any of the
Deferred Bonus Award Shares, the Matching Share Award will lapse
in respect of a corresponding proportion of the Matching Shares.
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Dividends on Award Shares

6. The Directors may determine, when an Award is made, that when any
Shares are transferred, the participant may be paid either an additional

cash sum not exceeding the amount of dividends paid on the Shares, or

" such additional Shares as could have been (or were in fact) acquired by
the reinvestment of dividends paid on those Shares, since the date of .
award. ) ‘ i

Leaving employment

6. If a participant leaves the Group by reason of death, injury, ill-health,
disability, redundancy, retirement or the business or subsidiary in which

he works being sold outside the Group, then the Plan Trustee will release

all of the Shares in respect of which a Deferred Share Bonus Award was
made to that participant on a net basis, and transfer all of the Shares in
respect of which a Deferred Share Bonus Award was made on a gross
basis. In this event, the Company will also either procure the transfer
after the end of the 3-year performance period of a proportion
(corresponding to such proportion of the 3-year performance period as
fell before the leaving date) of such of the Matching Shares as then
become vested in consequence of the performance target being met or,
if the Directors so determine, as soon as practicable after the leaving
date, procure the transfer to the participant of a time-apportioned
proportion of such of the Matching Shares as are then deemed to
become vested, having regard to the extent to which the Company is
likely to meet the performance target. If a participant leaves by reason of
misconduct, then Deferred Share Bonus Award Shares shall be released
after the end of the deferral period and any entitlement to Matching
Shares will immediately lapse. If a participant leaves the Group for any
other reason, then, unless the Remuneration Committee otherwise
determines, Shares in respect of which a Deferred Share Bonus Award
was made shall be released after the end of the deferral period and.
entitlement to any Matching Shares will immediately lapse.

Corporate events

7. If there occurs a demerger, statutory reconstruction or change of control
{takeover) of the Company, then the Remuneration Committee shall '
determine to what extent any performance target shall then be deemed
to be satisfied, having regard to the period which has elapsed since the
Award Date, the actual performance of the Company and its progress
towards meeting any performance target. The Company may (or, in the
case of a change of control, shall} procure that all of the Deferred Share
Bonus Award Shares are then released vr-transferred and that the Plan
Trustee transfers to each participant a time-apportioned proportion of
such of the Matching Shares as become vested in consequence of the
performance target then being deemed by the Remuneration Committee
to be met. : ’
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Limit on the issue of new shares

8. The Company may issue hew Shares for the purpose of satisfying
awards made under the Plan, but the number of Shares which may on any
day be so issued, when added to shares previously issued for the
purposes of this Plan and the number of Shares issued or in respect to
which rights to subscribe for Shares have previously been granted (and
which, if not exercised, have not lapsed) in the period of 10 years ending
on that day for the purposes of any other discretionary executive share
incentive scheme shall not exceed 5 per cent of the issued share capital
of the Company on that day. In addition, the number of Shares so issued
or in respect of which rights to subscribe for Shares have previously been
granted (and which, if not exercised, have not lapsed) in the period of
10 years ending on that day for the purposes of this and any other
employees’ share scheme shall not exceed 10 per cent of the issued
share capital of the Company on that day. For these purposes, Shares
in respect of which options were granted before 21 October 2003 (when
Shares in the Company were admitted to the Official List) shall be left out
of account. :

Variation of share capital

9. In the event of a capitalisation, rights issue or open offer, sub-division,
consolidation of shares or reduiction of capital or any other variation in
the share capital of the Company, the Remuneration Committee may
make such adjustment as it considers appropriate to the number of
Shares in respect of which a Matching Share Award subsists provided
that, in the case of any variation other than a sub-division, consolidation
or capitalisation issue, independent advisers have confirmed that the
proposed adjustment is fair and reasonable.

Amendment of the DB Plan

10. The Remuneration Committee may amend the DB Pian. However, the
provisions relating to eligibility, limitations on the making of awards and
the basis for determining a participant’s entitlement to acquire Shares,
cash or other benefits and the adjustment of such entitlements in the
event of a capitalisation issue, rights issue or open offer, sub-division or
consolidation of Shares or reduction of capital or any other variation of
capital, cannot be altered to the advantage of participants without the
prior-approval of shareholders in general meeting, except for minor
amendments to benefit the administration of the DB Plan, to take
account of a change in legistation or to obtain or maintain favourable tax,
exchange control or regulatory treatment for participants in the Plan
or for any member of the Group.

These summaries in Appendices A, B and C do not form part of the
rules of the SAYE Plan, the SSAP or the DB Plan and should not be taken
as affecting the interpretation of their detailed terms and conditions.
The directors of the Company reserve the right up to the time of the
Annual General Meeting to make such amendments and additions to the
rules of the SAYE Plan, the SSAP and the DB Plan as may be necessary
to take account of comments of the UK Listing Authority and otherwise,
provided that such amendments do not conflict in any material respect
with these summaries.



Appendix D:

Explanatory notes of principal changes to the
Company’s Articles of Association :

The Company’s objects

The provisions regulating the operations of the Company are currently set
out in the Company’s memorandum and articles of association (the “Current
Articles”). The Current Articles contain, among other things, the objects
clause in the memorandum which sets out the scope of the activities the
Company is authorised to undertake. This is drafted to give a wide scope.

The Companies Act 2006 (the “Act”) significantly reduces the constitutional
significance of a company’s memorandum. The Act provides that a
memorandum will record only the names of subscribers and the number of
shares each subscriber has agreed to take in the company. Under the Act the

" objects clause and all other provisions which are contained in a company’s
memorandum, for existing companies at 1 October 2009, are deemed to be
contained in the company’s articles of association but the corﬁpany can
remove these provisions by special resolution.

Further the Act states that unless a company’s articles provide otherwise,
a company’s objects are unrestricted. This abolishes the need for companies
to have objects clauses. For this reason, the Company is proposing to
remove its objects clause together with all other provisions of its
memorandum which, by virtue of the Act, are treated as forming part of the
Company’s articles of association as of 1 October 2009. Paragraph (a) of
Resolution 14 confirms the removal of these provisions for the Company.
As the effect of this resolution will be to remove the statement currently in
the Company’s memorandum of association regarding limited liability, the
proposed articles of association {the “New Articles”) also contain an express
statement regarding the limited liability of shareholders.

Articles which duplicate statutory provisions

Provisions in the Current Articles which replicate provisions contained in
the Companies Act 2006 are in the main to be removed in the New Articles.
This is in line with the approach advocated by the Government that statutory
provisions should not be duplicated in a company’s constitution.

‘Change of name

‘Under the Companies Act 1985 (the “1985 Act”), a company could only
change its name by special resolution. Under the Act a company will be able
to change its name by other means provided for by its articles. To take
advantage of this provision, the New Articles enable the directors to pass

a resolution to change the company’s name.

Authorised share capital and unissued shares

The Act abolishes the requirement for a company to have an authorised
share capital and the New Articles reflect this. Directors will still be limited
as to the number of shares they can at any time allot because allotment
authority continues to be required under the Act, save in respect of employee
share schemes.

Redeemable shares

Under the 1985 Act, if a company wished to issue redeemable shares, it had
to include in its articles the terms and manner of redemption. The Act enables
directors to determine such matters instead provided‘ they are so authorised
by the articles. The New Articles contain such an authorisation. The Company
has no plans to issue redeemable shares but if it did so the directors would
-need shareholders’ authority to issue new shares in the usual way.

Authority to purchase own shares, consolidate and sub-divide
shares, and reduce share capifal

Under the 1985 Act, a company required specific enabling provisions in its
articles to purchase its own shares, to consolidate or sub-divide its shares
and to reduce its share capital or other undistributable reserves-as well as
shareholder authority to undertake the relevant action. The Current Articles
include these enabling provisions. Under the Act a company will only require
shareholder authority to do any of these things and it will no longer be necessary
for articles to contain enabling provisions. Accordingly, where possible, the
relevant enabling provisions have been removed in the New Articles.

Provision for employees on cessation of business’

The Act provides that the powers of the directors of a company to make
proviéion for a person employed or formerly employed by the company or
any of its subsidiaries in connection with the cessation or transfer to any
person of the whole or part of the undertaking of the company or that
subsidiary, may only be exercised by the directors if they are so authorised
by the company’s articles or by the company in general meeting. The New
Articles provide that the directors may exercise this power.

Use of seals

Under the 1985 Act, a company required authority in its articles to have an
official seal for use abroad. Under the Act, such authority will no longer be
required. Accordingly, the relevant authorisation has been removed in the
New Articles.

The New Articles provide an alternative option for execution of documents
(other than share certificates). Under the New Articles, when the seal is.
affixed to a document it may be signed by one director in the presence of
a witness, whereas previously the requirement was for signature by either

a director and the secretary or two directors or such other person or persons
as the directors may approve.

Suspension of registration of shar2 transfers

The Current Articles permit the directors to suspend the registration of
transfers. Under the Act share transfers must be registered as soon as

. practicable. The power in the Current Articles to suspend the registration of

transfers is inconsistent with this requirement. Accordingly, this power has
been removed in the New Articles.

Vacation of office by directors

" The Current Articles specify the circumstances in which a director must
vacate office. The New Articles update these provisions to reflect the approach

taken on mental and physical incapacity in the model articles for public
companies produced by the Department for Business, Innovation and Skills.

Voting by proxies on a show of haads

The Shareholders’ Rights Regulations have amended the Act so that it now
provides that each proxy appointed by a member has one vote on a show of
hands unless the proxy is appointed by more than one member in which case
the proxy has one vote for and one vote against if the proxy has been
instructed by one or more members to vote for the resolution-and by one or
more members to vote against the resolution. The Current Articles have been
amended to reflect these changes.

Voting by corporate representativ:s

The Shareholders’ Rights Regulations have amended the Act in order to
enable multiple representatives appointed by the same corporate member
to vote in different ways on a show of hands and on a poll. The New Articles

‘contain provisiohs which reflect these amendments.
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Adjournments for lack of quorum

Under the Act as amended by the Shareholders’ Rights Regulations, general
meetings adjourned for lack of quorum must be held at least 10 clear days
after the original meeting. The Current Articles have been changed to reflect
this requirement.

Voting record date .

Under the Act as amended by the Shareholders’ Rights Regulations, the
Company must determine the right of members to vote at a general meeting
by reference to the register not more than 48 hours before the time for the
holding of the meeting, not taking account of days which are not working
days. The Current Articles have been amended to reflect this requirement.

General

Generally the opportunity has been taken to bring clearer language into the
New Articles and in some areas to conform the language of the New Articles
with that used in the model articles for public companies produced by the
Department for Business, Innovation and Skills.

Wolfson Microelectronics plc : Notice of Annual General Meeting
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of the Company hereby appoint the Chairman of the Meeting or (see Note 3 overleaf)

‘'Wolfson Microelectronics plc - Form of Proxy — Annual General Meeting

for use at the Annual General Meetlng of the Company to be held at 26 Westfield Road, Edinburgh EH11 2C:B, on 20 May 2010 at 10.00 a.m.
or at any adjournment thereof.

We . ¢ v [BLOCK CAPITALS PLEASE]

of . ) = being (a) shareholder(s) of the Company entitled to vote and attend at General Meetings

to act as my/our proxy to attend, speak and to vote as directed (or in the event that no direction is given to vote at his or her discretioh) on my/our behalf at the Annual

* General Meeting to be held at 26 Westfield Road, Edinburgh, EH11 2QB on 20 May 2010 at 10.00 a.m. or.at any adjournment thereof.

Number of ordinary shares in respect of which the proxy is apbointed (see Note 4 overleaf) !

Please mark this box with an ‘X’ if this proxy appointment is one of multipie appoinfments being made. D
For the appointment of more than one proxy, please refer to Note 4 overleaf.

I/we direct my/our proxy to vote on the resolutions as I/we have indicated by marking the appropriate box with an ‘X'. If no indication is given, my/our broxy will vote or
abstain from voting at his or her discretion and I/we authorise my/our proxy to vote (or abstain from voting) as he or she thinks fit in relation to any other matter which is
put before the Annual General Meeting.

ORDINARY RESOLUTIONS FOR AGAINSJ W THHELD
R . (see Note 15
overleaf)
1 To receive the accounts of the Company for the .year ended 3 January 2010 together with the

reports of the directors and auditors.

2 To approve the directors’ remuneration report set out in the Annual Report and Accounts 2009.

3 To re-¢elect Mark Cubitt as a director of‘ the Company.

4 To re-elect Ross King Graham as a director of the Company.

5 To re-elect Alastair David Milne as a director of the Combany.

6 To ré-appoint KPMG Audit Plc as auditors of the Company.

7 To authorise the directors of the Company to determine the remuneration of the auditors.

8 To authorise the directors of the Company to allot relevant securities pursuant
to Section 551 of the Companies Act 2006.

9 | To approve and adopt The Wolfson Microelectronics Approved SAYE Scheme.

10 | To approve The Wolfson Microelectronics 2009 Staff Share Award Plan.

1 To approve and adopt The Woifson Microelectronics 2010 Senior Executive Deferred Bonus Plan.

SPECIAL RESOLUTIONS

12 To authorise the directors of the Company to allot equity securities for cash as if Section 561 of the
Companies Act 2006 or any pre-emption provisions contained in the Articles of Association did not apply.

13 To authorise the Company to make market purchases of its ordinary shares of 0.1 pence each.

14 To adopt the new Articles of Association of the Company.

15 To authorise the Company to call a general meeting other than an Annual General Meeting

on not less than 14 clear days notice.

Please return this Form of Proxy, duly completed and signed, to Equiniti Limited, Aspect House, Spencer Road, Lancmg, BN99 6ZR so as to be received
not later than 48 hours before the tlme fixed for holding the Annual General Meeting (or adjourned meetmg)

Dated o 2010 - Signed

(See Note 10 overleaf) or Common Seal (See Note 7 overleaf)



..Notes to the proxy form:

1. As a member of the Company you are entitled to appoint one or more”
proxies to exercise all or any of your rights to attend, speak and vote at a
general meeting of the Company. You can only appoint a proxy using the
procedures set out in these notes.

2. Appointment of a proxy does not preclude you from attending the Annual
General Meeting and voting in person. If you have appointed a proxy and
attend the Annual General Meeting in person, your proxy appointment
will automatically be terminated.

3. A proxy does not need to be a member of the Company but must attend

the Annual General Meeting to represent you. To appoint as your proxy a
person other than the Chairman of the Annual General Meeting, insert
their full name in the box. If you sign and return this proxy form with no
name inserted in the box, the Chairman of the Annual General Meeting
will be deemed to be your proxy. Where ydu appoint as your proxy
someone other than the Chairman, you are responsible for ensuring that
they attend the Annual General Mesting and are aware of your voting
intentions. If you wish your proxy to make any comments on your behalf,
you will need to appoint someone other than the Chairman and give
them the relevant instructions directly.

4. You may appoint more than one proxy provided each proxy is appointed

to exercise rights attached to different shares. You may not appoint more

than one proxy to exercise rights attached to any one share.

To appoint the Chairman as your sole proxy in respect of all of your

shares, fill in any voting instructions and sign and date the form of proxy

- leave all other proxy appointment details biank.

4

To.appoint a single proxy other than the Chairrnan in ‘respect of all of your
shares, delete the words “the Chairman of the Meeting or (see Note 3
“overleaf)” and insert the name of your proxy in the space provided.

-

v

To appoint more than one proxy, you wili need to complete a separate
‘proxy form in relation to each appointment. To request additional proxy

forms, please contact the Company’s Registrars, Equiniti Limited, Aspect

House, Spencer Road, Lancing, BN99 6ZR. Please indicate, in the box
(marked “*”) next to the proxy holder’s name, the number of shares in
relation to which you authorisé them to act as your proxy. Please also
indicate, by marking the next box on the proxy form, if the proxy,
instruction is one of multiple instructions being given. All forms of proxy
must be signed and should be returned to Equiniti Limited, Aspect
House, Spencer Road, Lancing, BN99 6ZR. A failure to specify the
number of shares a proxy appoinfment relates to or specifying a number
of shares in excess of those held by the shareholder will result in the
proxy appointment being invalid.

5. To direct your proxy how to vote on the resolutions mark the appropriate
box with'an °X’. To abstain from voting on a resolution, select the
relevant “Vote withheld” box. If no voting indication is gii/en, your proxy
will vote or abstain from voting ‘at his or her discretion. Your proxy will
vote (or-abstain from voting) as he or she thinks fit in relation to any other )
matter which is put before the Annual General Mesting.

6. To appoint a proxy using this form, the form must be:
» completed and signed;

» sent or delivered to Equiniti lelted at Aspect House, Spencer Road,
Lancing, BN99 6ZR; and

» received by Equiniti lelted no later than 48 hours before the tirne fixed
for holding the Annual General Meeting, or any adjournment thereof.

7. In the case of a shareholder which is a company, this proxy form must be
executed under its common seal or signed onits behalf by an officer of
the company or an attorney for the company.

8. Any power ofattorney or any other authority under which this proxy form
is stgned (or a duly certified copy of such power or authorlty) must be
included with the proxy form.

9. CREST members who wish to appoint a proxy or proxies by using the

'CREST electronic appointment service may do so by using the
procedures described in the CREST Manual, www.euroclear.com/CREST.

~ To be valid, the appropriate CREST message, regardless of whether it
constitutes the appointment of a proxy or an amendment to the

- instructions given to a previously appointed proxy, must be transmitted
s0 as to be received by our agent (ID RA19) by the latest times for receipt
of proxy appointments specified in the Notice of Annual General Meeting.
See the notes to the Notice of Annual General Meseting for further
information on proxy appointment through CREST.

10. In the case of joint holders, the signature of any one of them on the Form
" of Proxy will suffice, but the names of all should be shown. Where more
than one of the joint holders purports to appoint a proxy, only the
appointment submitted by the most senior holder will be accepted.
Seniority is determined by the order in which the names of the joint.
holders appear in the Company’s register of members in respect of the
joint holding (the first-named being the most senior).

11. Asan alternative to completing this hard-copy proxy form, you can
appoint or revoke a proxy electronically by using the procedures
described in the CREST Manual; www.euroclear.com/CREST (as outlined
in Note 9 above). :

12. You may not use any electronic addresé provided in this proxy form to
communicate with the Company for any purposes other than those
expressly stated.

13. If you submit more than one valid proxy appointment, the appointment
received last before the latest time for the receipt of proxies will take
precedence. ) )

14. For details of how to change your proxy instructions or revoke your proxy
appointment see the notes to the Notice of Annual General Meeting.

15. A vote withheld is not a vote in law and will not be counted in the
calculations of the p_ropoi'tion of votes “for” and “against” the resolution.
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& Mobile phones (3
Home audio and Blu-ray {3
¥ Portable media playersand
portable navigation device:
¥ Multi-functional printers 11
% PCs and Netbooks
i Digital still cameras ¢
44 eBook readers (3¢

i+ Gaming consoles |
@ Headsets 2%}

4% Others

Wolfson Microelectronics plc : Annual Report and Accounts 2009

We have managed the business prudently in difficult trading
conditions, finishing the year with a cash and short-term deposits
balance of $98m, compared to $92m at the end of 2008, and no
debt ~ an enviable position in such challenging times. In addition,
we have reduced overheads and have carefully managed the
balance sheet resulting in a net cash inflow from working capital
of $11.8m.

Whilst keeping a tight rein on total costs, we increased our
underlying sterling-based R&D spend and launched 34 new devices
to our global customers during 2009; double the number launched
the year before. We have continued to refresh and add to our
compelling Wolfson-AudioPlus™ portfolio, which integrates
incremental ahd complementary technologies into powerful, more
efficient and highly optimised devices and solutions. Wolfson’s
commitment to, and funding of, planned R&D activities combined
with the introduction of so'many exciting new devices meant that
we exited 2009 with a much stronger product portfolio. We have
improved the breadth and depth of our product offering, enabling
us to deliver components and solutions that add real value for

our customers.

A consequence of the refresh ¢f our product portfolio is an increase
in our addressable market. ‘A year ago, we indicated our intention,
through the continued implementation of our Wolfson AudioPlus™
portfolio, to treble our Serviceable Addressable Market (SAM;) from
$1bn in 2009 to $3bn in 2012, We estimate now that our new
products launched in 2009 will increase the SAM -again 1o around
$5bn by 2012. This increase in SAM provides the opportunity for
Wolfson ta deliver strong financial resulis as our product flow
grows and market conditions improve.

As digital applications converge and consumers demand ever more
features from their electronic products, we are building even stronger
relationships with our customers and partners to deliver effective
solutions that help our customers bring their products to life.

Wolfson continues 1o innovate in the core audio component areas
for which we are renowned, whilst bringing {6 market riew, leading-
edge technologies like Micro-Electro-Mechanical Systems (MEMS)
microphones, architecture-defining audio hub systems and
revolutionary noise cancellation solutions. As we combine our
devices to provide comiplete solutions, help our partners to
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integrate these solutions into their products, improve their time
to market, deliver better performance and increase their cost
competitiveness, we enable our customers fo differentiate their
new consumer electronics products.

The Board of Directors and the senior management team have
recently identified a number of business priorities for the Company
in the next few years. These include extending our leadership
position in high-performance audio, further establishing our
category-defining audio hubs for mobile phones and portable
media products, capitalising on our unique and revolutionary
noise cancellation technology, and leveraging our MEMS
capability across more real world interface transducers.

We believe that by focussing on these priorities, and continuing

to innovate and deliver compelling solutions to our customers,
Wolfson should achieve further design-ins with existing customers
and attract new customers, all of which should result

in renewed growth.

The challenging economic environment coupled with previously
announced design losses made 2009 an especially tough trading
year for Wolfson, and we reported revenues of $121.3m for the
year (2008: $198.2m). However, customer response to the new
devices introduced during the year has been very encouraging.
This is evident by our selection for many new end products by
both existing and new customers across the application areas
we serve. Particularly pleasing has been the continued adoption
of our audio devices in the mobile phone segment, and we are
working with all Tier 1 and a significant number of Tier 2 handset
manufacturers. Contributing 30% of the Company revenue in
2009, this application sector is now our largest.

Strong customer relationships, a healthy pipeline of design
opportunities, and our record-breaking 250 design-ins across our
portfolio are building a solid foundation for an accelerating recovery,
and collectively underscores our confidence of returning to
significant growth in the second half of 2010.

As a technology business, it is important that Wolfson attracts,
develops and retains people with the appropriate skills to take the
company forward. We have a world-class design team surrounded
by enthusiastic and experienced support teams across the globe.

hairman’s Statement

I am also pleased to report that during 2009, Wolfson attracted
significant new talent from many of the world’s leading high
technology companies.

it is also Important that the company creates an efficient and
effective working environment to help maximise the potential of
our employees. For this reason, we have recently consolidated
our High Wycombe and Swindon operations in the UK into a new
facility at Newbury. | would like to thank the staff at these sites for
their cooperation during the move and wish them every success
in their new home.

In November, we officially opened our new Semiconductor
Development Centre in Yokohama, Japan. The Development
Centre is staffed by a team of experienced mixed-signal engineers
and | welcome them to the Wolfson family. The prime objectives
of the team are to expand and enhance Wolfson's portfolio and

to offer our Japanese customers the very best technical support.
Japan is acknowledged as the testing ground for many new and
innovative consumer electronics products, and a strong presence
there will ensure our continued success in that important market
and with those partners.

This has been a demanding year for management and employees
alike — a transition such as the one Wolfson is undergoing can feel
unrewarding until the financial results announced externally begin
to reflect the very considerable endeavours and unseen progress
within. | would like to thank the whole team for their dedication
and hard work, for staying focussed during what has been a
challenging year, and for creating an exciting portfolic of products
that will be the foundation for 2010. Thanks to the progress made
in 2009, the Board believes the opportunities for Wolfson are
plentiful and the future looks bright.

Finally, | would like to take this opportunity to thank you,
our shareholders, for your continued support.

Michae! Ruelt
Chairman
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Principal activities

Wolfson is a semiconductor company specialising in the design
and supply of high performance mixed-signal integrated circuits.
lts devices play an essential role in many of the world’s leading
digital consumer electronics products, converting information from
the real world of analogue signals, emanating from sounds, images
and physical touch, to the digital domain and back again. Wolfson
focuses on the supply of high performance audio and ultra low
power integrated circuits and has a strong global reputation built
around these key competencies.

Wolfson’s devices can be found inside a wide range of consumer
electronics products. These include portable battery-operated
products, such as mobile phones, portable media players (PMPs),
headsets / headphones, portable navigation devices (PNDs),
handheld game consoles and digital still cameras (DSCs), and also
mains-operated products such as hi-fi equipment, flat panel
televisions, set-top boxes, games consoles and multi-functional
printers and scanners. In each of these, Wolfson devices sit at the
interface with the real world and are a key component in enabling
product manufacturers to create exciting new user experiences
that differentiate their end products.

With its unique range of mixed-signal devices, Wolfson’s focus

is on emerging and high growth segments of the digital consumer
electronics market. The emergence of a wide range of increasingly
complex multimedia portable devices and the convergence of
digital applications have been key drivers for Wolfson over the past
few years. Wolfson specialises in the development of these highly
complex mixed-signal devices; this specialism requires an in-depth
market understanding and engineering know-how, as well as the
ability to meet exacting standards of quality and performance.

While no single company competes with Wolfson across all its
product segments, a small number of other suppliers of mixed-
signal devices, notably AKM, AMS, Analog Devices, Cirrus Logic,
Dialog Semiconductor, Maxim and Texas Instruments compete
with Wolfson in different segments. Wolfson aims to differentiate its
devices through superior, additional functionality and performance
derived from an understanding of market needs combined with
innovative engineering. An important aspect is Wolfson’s ability

to specify and supply products which anticipate market needs.
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The consumer electronics industry is global and Wolfson has

a worldwide customer base. Headquartered in Edinburgh, UK,
Wolfson has a total of over 400 employees working out of 14
locations worldwide, with design centres, sales and engineering
teams in Europe, the US and across Asia.

Customers

Wolfson’s customers include most leading household consumer
electronics names, such as Apple, Canon, Creative, Epson,
Hewlett-Packard, JVC, LG, Linn, Microsoft, Motorola, Nokia,
Olympus, Panasonic, Pioneer, Samsung, Sanyo, Sharp, Sony
and TomTom.

Wolfson’s customers are amongst the most exacting in the world
with regard to product performance, quality and supply. Wolfson has
become a trusted supplier to many of the world’s leading consumer
electronics manufacturers.

Wolfson products

Innovative mixed-signal devices, combining both analogue and
digital circuitry on the same piece of silicon, are at the core of
Wolfson’s business.

With even higher consumer expectations for multimedia
performance, manufacturers must continue to differentiate their
products at the user interface. Wolfson products play a crucial role
in the quality and performance of the human interface of consumer
electronics products and direclly impact the end user’s experience.

Many consumer electronics products are increasingly differentiated
in the market by their sound quality; a feature that is critical to the
end user’s multimedia experience. With its worldwide reputation for
high performance audio and ultra low power devices, Wolfson
offers a proven path to that essential differentiation.

In the last few years, Wolfson has taken a significant step forward
in developing a compelling product portfolio called Wolfson
AudioPlus™. This portfolio adds incremental and complementary
mixed-signal technologies to Wolfson’s established competencies
in high performance audio and low power consumption devices,
leading to the design of more powerful, more efficient and highly
optimised products and solutions for the audio signal path.



Pure Sound

The core of Pure Sound is Wolfson’s renowned Analogue to

Digital Converter (ADC) and Digital to Analogue Converter (DAC)
architectures and advanced digital filtering. These devices allow
consumers to shape the subjective quality of the audio to their own
individual preferences. In addition, we launched the world-leading
ultra low power Coder Decoder Circuit (CODEC) which dramatically
extends music playback time. Building on the success of these
audio devices, Wolfson has developed an architecture-defining
family of audio hubs. These feature-rich hubs deliver world-class
audio and mixed-signal performance to a vast range of digital
consumer products, including mobile phones and portable media
players. Wolfson audio hubs allow designers to optimally manage
the complex world of multiple concurrent use cases, such as a
mobile phone user listening to music on a Bluetooth stereo
headset whilst navigating through a busy city as an incoming
phone call arrives.

Smart Power

These integrated power management solutions are crucial for
many applications including battery-operated portable consumer
electronics products. Mixed-signal circuitry intelligently manages
voltages and currents, reducing critical power consumption and
maintaining maximum processor performance.

True Mics

MEMS-based transducer technology for silicon microphone
devices combines high performance audio with an ultra compact
form factor.

Ambient Noise Cancellation and Enhanced Soundware

This acoustic technology enables ambient noise cancellation,
sound enhancement and 3D sound technologies to significantly
improve the user listening experience.

World-class engineering

With innovative mixed-signal devices at the core of its success,
Wolfson aims to invest, in terms of cash expenditure, between
15% and 20% of revenues in new product development on
average across the economic cycle.

The process of integrated circuit development is demanding and
complex. It is assisted by Computer-Aided Design (CAD) facilities
but requires substantial creative input from design engineers, test
engineers and product engineers to produce a fully functional
device that can be manufactured in millions of units with the
required quality.

Specialised techniques and technology are used to optimise the
performance, power consumption and cost of mixed-signal
circuitry. Wolfson has built up an outstanding capability since it was
established 25 years ago. During the first 10 years of the business,
prior to developing its own products, Wolfson undertook contract
design work, nurturing expertise and gaining experience in a wide
range of different applications. Over time, Wolfson established a
world-class engineering team, which represents a very valuable
asset to the Company.

In the second half of 2009, we added to our engineering resource
by opening a new Semiconductor Development Centre in
Yokohama, Japan. The Development Centre is staffed by a team
of experienced mixed-signal engineers, whose highly sought-after
expertise will expand and enhance Wolfson’s product portfolio and
help ensure the company’s continued growth in Japan, one of the
world’s most advanced consumer electronics markets.

The process of new product development not only generates a
catalogue of feature-differentiated products but also creates valuable
proprietary intellectual property, which Wolfson protects through
patents in key countries. At the end of 2009, Wolfson had more
than 340 patents and patent applications throughout the world.
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Sales, marketing and engineering support

To maintain its position as a market leader, Wolfson must continually
develop products and solutions with innovative functions and
features demanded by the fast-changing consumer electronics
marketplace. To do this, Wolfson must look not only at the next
generation of end products, but also at the generation beyond.
Wolfson’s marketing specialists work closely with customers to
define new technology and new product roadmaps that meet both
their current and future needs, helping to develop products that
can be used across a broad range of applications.

Wolfson’s customers are located in key global markets and so
are its sales teams. Its offices throughout the world are staffed by
local nationals who are experienced in the business culture of
their region and provide customers with skilled technical and
commercial support.

Most of these offices are equipped with applications laboratories,
which are used by both Wolfson and its customers for product
demonstrations and system debugging. The combination of local
application engineers and local laboratory facilities ensures close
customer linkages from product definition, through to market
launch and ongoing application support.

Business model

Wolfson employs a fabless business model, by which it outsources
all of its manufacturing requirements to specialist silicon foundries
and assembly and test houses. This brings Wolfson three distinct
benefits: the ability to focus on its key design and development
strengths; relatively low fixed costs and capital expenditure; and a
highly scalable and responsive production capability. In addition,
to ensure adeqguate supply and to protect against possible supply
disruption at any one site, a number of different fabrication plants
are utilised.
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Wafer fabrication is outsourced to GLOBALFOUNDRIES (formerly
named Chartered Semiconductor) in Singapore, MagnaChip
Semiconductor in South Korea, CSMC in China, TSMC in Taiwan
and X-FAB in Germany. These multiple plants offer ample high
volume capacity and flexibility for current and anticipated future
needs. The majority of assembly and testing of products is carried
out by Unisem, Carsern and ASE. These suppliers provide access
to high quality manufacturing and test technology.

Getting the right product to the customer at the right time is vital.
As the vast majority of electronic products are built in the Asia
Pacific region, Wolfson has established a distribution hub in
Malaysia to ensure a short supply chain and optimised local
customer responsiveness. From this hub, locally manufactured
Wolfson devices are distributed to customers throughout the
Asia Pacific region.

Quality and environmental

Quality of manufacturing is of paramount importance to Wolfson's
customers. The performance of each device is characterised as
part of the rigorous development process and qualified through a
process of accelerated life testing to ensure reliable and economic
manufacturability.

In production, rigorous monitoring of the manufacturing process is
undertaken and each individual device is tested to the published
performance standards before shipment to customers.

Wolfson complies with the quality standards and methodology
defined by BS EN ISO 8001: 2008 for which it is certified by

the British Standards Institution. Wolfson is also qualified to

BS EN IS0 14001; 2004 and is a Sony Green Partner. Wolfson is
dedicated to supplying high quality products in a manner consistent
with the environmental and ethical requirements of its customers
and its own exacting standards (see further details on page 32).



For Wolfson and the consumer electronics industry generally, 2008,
like 2008, proved challenging.

Wolfson’s 2009 annual revenue decreased by 39% to $121.8m
(2008: $198.2m). Gross margin was broadly maintained at 50.7%
(2008: 50.9%). Underlying overhead costs were reduced to $69.2m
(2008: $77.9m) resulting in a net operating loss, before exceptional
charge, of $15.3m. Net cash inflow from operating activities was
$11.8m (2008: $16.0m), resulting in total cash and short-term deposits
increasing to $97.8m as at 3rd January 2010 (2008: $92.2m).

The impact of the macroeconomic downturn that began in the
second half of 2008 continues to be felt. Difficult economic
conditions, together with a climate of uncertainty, have reduced
spending on consumer electronics. As a result, our customers
scaled back their orders in 2009 to well below 2008 levels, leading
to a decline in Wolfson’s revenue. A number of design losses in
2008 also adversely affected our results in 2008.

Following a portfolio review in late 2008, we refocused and
prioritised our new product development, reducing the number of
development programmes by over 40%. Now, our investment of
both cash and resources is being directed to where it will maximise
return and ensure on-time delivery of new products.

At the end of 2008 we set the following objectives
for the business:

1. Continue to target consumer electronics applications

2. Focus on fundamentals in 2009
a. Product development and renewal of our product portfolio; and
. Cash conservation

3. Deliver Wolfson AudioPlus™ products to:
a. Increase our “share of board”; and
b. Triple our addressable market within 3 years
4. Broaden our portfolio of solutions:
a. Leverage Wolfson AudioPlus™ products to create compelling
solutions; and
b. Increase target applications and diversify our revenue and
customer base.

5., Financial Performance
a. Pursue mid-term revenue growth with financial discipline

We have made excellent progress in 2009. We have fully refreshed
our product portfolio and have introduced a record number of

new devices, in fact, double the number introduced during 2008.
The new Wolfson AudioPlus™ technologies ~ power management,
MEMS microphones and Ambient Noise Cancelling (ANC) — now
feature in devices being shipped and significantly increase our
addressable market. Despite the decline in revenue, we exited
2009 in a very healthy financial situation, having increased our
cash position.

QOur continued investment in research and development has
resulted in 34 exciting new devices, including a new category-
defining family of audio hubs primarily for mobile phones, the
largest consumer product sector, which has been very well
received. The interest from our custormers and design-in traction
in 2009 gives us great confidence in our technology, our devices
and our growth potential.

The progress made in 2009 and our combination of world-class
devices, innovative technology and a very strong balance sheet
mean that Wolfson is well positioned to benefit from a recovery
in market conditions.

Wolfson operates in the dynamic and growing consumer electronics
market. Within this global market, the major applications addressed
by our portfolio include mobile phones, multimedia products,
games consoles, portable navigation devices, flat panel LGD and
LED televisions and digital still cameras. We are also gaining
traction in fast growing applications such as netbooks, Blu-ray
DVDs and eBook readers.

Wolfson continues to build momentum across all of its product lines
and markets, and has seen a healthy pipeline of design-in activity
with many of the world’s leading consumer electronics brands.

For more details on revenue by application description, please refer
to page 13.

We believe that our product portfolio and capabilities are closely
aligned with the consumer electronics market as it moves towards
more multimedia products, offering Wolfson the opportunity for
strong growth. In fact, we believe that we can increase our
addressable market many times over, as described on page 8.
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Wolfson entered 2009 in a climate of economic decline and
consumer uncertainty. Our operational focus was on refreshing
the product portfolio, whilst managing costs tightly and conserving
cash through goed management of working capital.

Wolfson launched 34 new products during the year: double the
number of new devices introduced during the previous year. These
new devices have comprehensively enhanced the competitiveness
of Wolfson's product portfolio, adding category-leading parts to all
product lines. Additionally the products and technology developed
during 2009 have resulted in key new intellectual property (IP)
which will form the foundations of our next generation of product
developments. At the end of 2009, Wolfson had more than 340
patents and patent applications throughout the world.

In spite of doubling the number of products developed and
launched in 2009, R&D expenditure, excluding non-cash charges
such as amortisation and share-based compensation, fell by 6%
to $37.6m or 31% of revenues (2008: $39.8m or 20% of 2008
revenues). We were also able to reduce overall total underlying
overhead expenditure, excluding exceptional charges, amortisation
of acquired intangible assets and share-based compensation
costs, by 11% from 2008. We thus conserved cash and, in fact,
increased our total cash and short-term deposits balarice from the
position at the end of 2008.

vifson Au

Over the last few years, our strengths in audio have evolved

into a compelling technology product portfolio we call Wolfson
AudioPlus™. This adds power management products, MEMS
microphones, noise cancelling and sound enhancement software
products and solutions to our core audio capabillities. By integrating
these incremental and complementary technologies, Wolfson can
provide more powerful, more efficient and highly optimised
products and solutions.

We look to add value with complete solutions that group Wolfson
devices together, and we help our customers o integrate these
solutions into their products, improving their time to market,
delivering better performance and increasing cost competitiveness.
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This enables Wolfson to add more value and provide more “parts
per board” into each end consumer product. With the additions to
the Wolfson AudioPlus™ portfolio achieved in 2009, we believe we
have increased our addressable market, surpassing our original
goal in 2008 1o treble our Serviceable Addressable Market (SAM).
This increase in SAM will help underpin Wolfson’s growth and the
delivery of strong financial results as market conditions improve.

Increasing our Serviceable Addressable Market (SAM)

We continue to innovate in our core audio product areas as we
bring to market new, leading-edge technologies like MEMS
microphones, architecture-defining mixed-signal audio hub
systems and unique noise cancellation solutions. With our
expanded and refreshed product portfolio, we have significantly
improved the competitiveness of our devices. Introducing devices
that set a new benchmark in the industry to all our product lines,
coupled with the increased breadth and depth of the portfolio,
allows Wolfson to deliver complete and innovative audio solutions.
Our products and solutions have been designed to address not
only the highest tier consumer products but also to add value and
functionality across all tiers of products, opening up far more
market opportunities. We now estimate that this new product
portfolio will enable Wolfson to increase its SAM from $1bn in 2009
to over $3bn in 2010, with growth to $5bn by 2012. To maximise
this opportunity, we are working to build even stronger
relationships with our customers.

During 2009, we refreshed and improved the competitiveness

of our core audio products. We have launched industry-leading
devices incorporating our renowned Analogue-to-Digital Converter
(ADC), Digital-to-Analogue Converter (DAC) architecture and
advanced digital filtering. In addition, we have launched a number
of world-leading ultra low power Coder Decoder Circuits (CODECs)
and blended together many of these offerings to deliver a new
category-defining audic hubs family (page 10 contains further details
regarding audio hubs).

Wolfson's power management devices continued to attract a healthy
number of design-ins from Tier 1 and Tier 2 customers, in 2009,
including Microsoft and Samsung. We are very encouraged that
leading consumer brands are using our technology in their products,
further enhancing our reputation and endorsing our technology.



Although the 2009 design-ins did not make a significant
contribution to the year’'s revenues, due 1o the longer lead time
from design-in to revenue, they are expected to make a meaningful
contribution in 2010.

Wolfson continues to build revenue from its family of MEMS-based
silicon microphones. These devices are now shipping, and muiltiple
Tier 1 and Tier 2 customers are currently in the design, sample

and test phase of integrating our silicon microphones into
applications including gaming consoles, DSCs, mobile phones

and automotive products.

Wolfson continues to make encouraging progress with its unique
Ambient Noise Cancellation (ANC) products across mobile phone
handsets, headsets and headphones. In handsets, ongoing design
and testing activity continues with the majority of Tier 1 and

Tier 2 mobile phone manufacturers. Progress in headsets and
headphones in 2009 was demonstrated by additional design-ins
including Nokia’s highest tier Biuetooth stereo headset.

Wolfson AudioPlus™ New Products and Solutions update

We continue to build our Wolfson AudioPlus™ products and
technologies to provide comprehensive building blocks and
intellectual property that can be used to deliver increasingly
sophisticated audio solutions. In 2009, Wolfson launched

34 devices, double the number launched in 2008. Some of the
developments, new devices and applications are highlighted below.

Pure Sound ~ Industry leading DACs and ADCs

In 2009, we launched the WM8742, a new addition to our successiul
portfolio of high-performance DACs. This device continues to set
the benchmark for pure, natural-sounding, high performance audio,
and is targeted at professional audio applications such as audic /
visual receivers, DVD recorders, Blu-ray recorders, super audio

CD and home entertainment systems.

 Wolfson's farrily of audio hubs
' ‘multiple concurrent use cases.

Enhancing our DAC family of products, we launched the WM8910,
an ultra low power DAC, designed to significantly extend playback
time in portable audio applications such as media players, mobile

phones and handheld gaming systems.

Wolfson also brought to market a new world-leading stereo
ADC designed to offer high quality line input audio performance
in recordable media applications including flat panel LCD and
LED televisions, set-top boxes and DVD recorders.

Also brought to market were the WM8523 and the WM8524, two
new DACs that dramatically cut the cost of delivering high quality
audio to flat panel digital televisions, Blu-ray players, set-top boxes
and games consoles.

Pure Sound - Best in Class Audio Coders / Decoders

The introduction of the world’s leading ultra low power CODEC,
the WMB8904, further enhanced Wolfson’s reputation in this area.
The WMB8904 features Wolfson’s unique integrated Class W
headphone and line drivers to extend playback time in portable
applications such as media players, headsets, voice recorders
and multimedia phones.

We extended our low power CODEC range by launching the
WM8944, WMB945, WMB946 and WM8948, a family of high-
performance CODECs, which enhance audio performance and
extend battery life in portable applications such as digital still
cameras, digital camcorders and voice recorders.

Wolfson also launched the WM8961, an ultra low power CODEC
with integrated high power Class D stereo speaker driver. This device
significantly extends playback time for audio-enabled portable
products, such as mobile internet devices (MIDs), handheld gaming
consoles and portable media products (FMPs).
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Pure Sound ~ Category-defining Audio Hubs

Wolfson has firmly established category-defining audio hubs within
its portfolio. Building on vears of success with audio components,
Wolfson has developed an industry-leading family of audio hubs.
These feature-rich hubs deliver world-class audio and mixed-signal
performance to a vast range of digital consumer products including
mobile phones and portable media players.

By blending together many of the successful components of
Wolfson's AudioPlus™ portfolio, Wolfson's hubs deliver the market-
leading audio whilst driving down component count, product cost
and product size. Wolfson’s hubs are easily integrated, reduce
design cost, and enable designers to deliver their products to market
faster. Uniguely, Wolfson’s audio hubs allow designers to optimally
manage the complex world of multiple concurrent use cases.

For example, a user may be listening to music on a stereo
bluetooth headset, whilst navigating through a busy city as an
incoming call arrives.

2009 saw us faunch the latest devices in our family of audio hubs,
largely targeted at mobile phones. The WM8&993 and the WM8994
integrate world-class audio performance, longer music playback
time, more end user features, multiple concurrent use cases and
flexible audio signal routing into a single chip. Our audio hub family
takes high performance audio at ultra low power consumption to

a new level, and allows designers to create portable products with
rmore than 100 hours of MP3 music playback time. This is more
than a ten-fold improvement on previous solutions, with no
additional increases in footprint or bill of materials cost.

Smart Power

In 2009, we launched a new family of power management integrated
circuits (PMICs), including the WM8310, WM8311 and WM8312,
These devices deliver unprecedented programmability and
flexibility for ease of design-in, allowing customers to maximise
battery life without compromising on application processor
performance. The devices also give designers maximum flexibility
as they will interface with ARM-based application processors.

Encouraging progress in power management included notable
design-ins with Microsoft’s next generation portable media player,

Wolfson Microelectronics plc : Annual Report and Accounts 2009

the Zune HD; Samsung’s M1 portable media player; and iIREX
Technologies’ new touch-screen eReader, the DR800SG. In addition,
application processor vendor ZilLABS selected Wolfson for both its
ZMS-05 System Module for embedded devices and its ZiiIEGG
StemCell Computer.

We further strengthened our power management offering with the
launch of the WMB8320, a smaller, more efficient and lower cost
power management sclution for applications that use ARM-based
processors, particularly mobile internet devices (MIDs), mobile
phones and digital photo frames.

True Mics

Much of 2009 was spent reinforcing the technology and customer
base of Wolfson’s silicon micrephone product line. The Company’s
unique proprietary process is now firmly established in two of its
foundry partners, while microphone package manufacturing has
been transferred to China for volume production and improved
cost. Advanced ASIC developments saw the completion of
analogue and digital solutions to support the microphone interface
requirements for its customers and also to match Wolfson’s other
portfolio praducts. Package developments have continued and the
number of package variants has increased to four in response to
customer requests.

in addition, the Company has successfully sampled to over 50
customers across a wide range of applications including mobile
phones, gaming consoles and digital still cameras.

Ambient Noise Cancellation and Enhanced Soundware

In the second quarter, Wolfson delivered its unique and
revolutionary myZone™ ambient noise cancellation (ANC)
technology to Nokia for its Bluetooth Stereo Headset BH-905.

As the largest consumer brand in the mobile phone and accessory
seclor, this positive endorsement by Nokia reaffirms the industry-
teading position of our ANC technology.

Wolfson’s unique myZone™ feed-forward ANC technology resuits
in crystal clear audio by eliminating background noise, removing
the need for consumers to increase the audio volume to compensate
for external noise. With headphone volume levels undergoing
review by the European Union, Wolfson’s solution provides



manufacturers with an ideal option to prevent hearing damage
caused by listening to loud music for extended periods, whilst
delivering high definition quality sound. In-box and accessory
ANC headssts present another market opportunity for Wolfson.

We added to our investments in the headset / headphone business
area with the introduction of the WMZ2000, our first chip for mobile
phones which focuses on the receive path and employs active
‘anti-noise’, which cancels out background noise around the
listeners’ ear and enables them to have clear telephone
conversations in noisy environments. We are engaged with most
Tier 1 and Tier 2 mobile handsets providers with a view to
integrating this new and unique technology into their products.

Wolfson’s SoundStage™ Enhancement Engine software is currently
incorporated into over 80 million devices worldwide. The software,
which was designed for low power and low-end performance
processors, was optimised to give great audio quality to small
speaker portable devices, and was further invigorated in late 2009
with the addition of 5.1 surround sound, as well as additional software
algorithms to support our core business sales activity. We also signed
new licence agreements with a Chinese handset manufacturer.

Broadening our revenue and customer base

As we broaden our Wolfson AudioPlus™ portfolio, and integrate
the incremental and complementary technologies of power
management, MEMS and ANC we open up new markets such as
eBook readers, personal computers, Blu-ray players and recorders,
headphones, headsets, gaming consoles and set-top boxes (STBs;.

As mentioned previously, Wolfson has been very successful
providing power management for leading brand eBook readers and
portable multimedia players. In addition, our ultra low power
CODECs deliver excellent audio performance for laptops, netbooks
and mobile internet devices (MIDs), our 2 volt DACs reduce bill of
material (BOM) cost and are ideal for STBs and games consoles,
while our refreshed ADCs and DACs are perfect for flat panel

L.CD and LED television manufacturers.

In the third quarter of 2009, Wolfson recorded its first sales into

a handset launched by a new Tier 1 mobile phone customer, when
our audio hub was designed into a new code division multiple
access (CDMA) phone for the US celiular market.

in January 2010, we signed a distribution agreement with Future
Electronics, which is now our primary global distributor with
authorisation to self all Wolfson products worldwide. This new
partnership with Future Electronics is part of a drive by Wolfson to
widen its customer base and address the proliferation of audio and
mixed-signal applications in consumer and industrial products.

The lead time from design-in to initial revenue is dependent on
when the customer products ramp to volume manufacturing.
Typically, this means that revenue in the current year is heavily
dependent on products launched in the previous year.

The company also experienced lower than anticipated sales to
a leading customer, which changed its product mix earlier than
expected to a new mobile phone handset without a Wolfson device.

These factors combined to make 2009 very challenging from a
revenue perspective,

Despite the difficult macroeconomic conditions, Wolfson successiully
expanded and refreshed its portfolio during 2009, as explained
earlier. We have seen these new devices designed into some
exciting customer products and we continue to build a solid
foundation for an accelerated recovery as these new customer
products are launched during 2010.

Cash conservation

Although our revenue was down 39% to $121.3m, we managed
the net operating loss to $15.3m (before the exceptional charge

of $0.5m), by maintaining a gross margin of over 50% and reducing
overheads to $69.2m (2008: $77.9m). Combined with prudent
balance sheet management, this resulted in total cash and
short-term deposits increasing by $5.6m to a balance of $97.8m
(2008: $92.2m) at 3rd January 2010.

For further details please refer to pages 14 to 16 in the Operating
and Financial Review.
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Conserving cash and continuing to innovate

It is imperative that Wolfson continues to design innovative new
products and build its product portfolio. Designing category-
leading products that can be integrated to provide powerful and
compelling solutions for our customers is essential. For this reason,
we have continued to make significant investment in new

product development.

in 2009, we opened the Japanese Semiconductor Development
Centre in Yokohama which is staffed by a team of experienced
mixed-signal engineers. In addition, we consolidated the design
teams based in Swindon and High Wycombe at a new facility in
Newbury, UK.

Tight operational financial management meant that all of these
investments were managed within the 2009 operating budget, which
was 11% down on 2008 despite maintaining development spending.

As we commence 2010, revenue visibility is improving with order
lead times lengthening, but revenue growth is highly dependent
on our customers’ new product introductions ramping to

volume production.

Our operational focus will be on delivering compelling new products
to our customers and maximising audio solution oppartunities,

with our mixed-signal audio hubs at the core, augmented by our
extensive and innovative Woifson AudioPlus™ portfolio.

We will build on our expertise and experience of high performance
audio to deliver quality audio solutions across all major application
segments. For example, as the form factor and speaker location of
flat panel televisions evolve, Wolfson plans to be ready with audio
solutions that meet the challenge. Similarly, we plan to deliver audio
solutions for personal computers (PCs), which are fast becoming
home media centres with consumers demanding a high definition
cinema sound experience.

Designers of portable products face the challenge of consumer
demand for 3D graphics, video playback at television guality,

and multiple audio-routing use cases with improved battery life.
Wolfson plans to deliver the highest quality audio solutions to meet
these expectations, based around our category-defining mixed-
signat audio hubs.
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Wolfson recognises that portable product battery life, associated
call and playback times are crucial as these devices become
more and more complex and support an ever increasing number
of applications. Wolfson will therefore continue to develop ultra
low power devices and power management solutions to meet
these challenges.

We plan to leverage our unique position in noise cancellation and
maximise oppoertunities for our ambient noise cancellation and
Soundware products, building on the positive traction with Tier 1
and Tier 2 manufacturers achieved in 2009. This technology, applied
in combination with our high performance, low power audio products,
is suitable for numerous applications including mobile phones,
home entertainment systems, headsets and headphones.

Our MEMS-based transducer techriology, currently used in our
silicon microphones, combines excellent audio performance with
an ultra compact form factor. We plan to continue to add to our
portfolio of MEMS products and maximise the opportunities in
multiple microphone applications such as speech recognition,
conference phones, gaming consoles, directional sensitivity and
noise cancellation.

We aim to maximise our financial performance through disciplined
discretionary spend and to maintain gross margins through careful
product design and process cost reductions, as well as by
continuing to tightly manage inventory.

Through a combination of targeted new product development,
maximising sales from our refreshed product portfolio and tightly
maintaining operational cost control, we believe Wolfson will
prosper as our 2009 product additions become integrated into
customer end products and as market conditions start to show
sustained improvement.

In summary, we aim to further strengthen our competitive and
financial position and 1o continue to build a solid foundation for
growth through 2010 and beyond.



Pure Sound is the largest segment and includes the supply and
sale of integrated circuits containing Wolfson's high performance
audic technologies. The product lines within this segmentare
categorised as: High Performance Audio; Low Power Audio,
Audio Hubs, Imaging and Audic Amplifiers-Revenues at $116:1m
accounted for 96% of Group revenue (2008: 98%) and fell by. 40%
in the year from $194.5m in 2008.

Gross margin for this reportable segment reduced slightly to 50.5%
from 50.8%, reflecting the adverse effect of a change in product mix

partly offset by improved operational efficiencies inthe supply chain.

Wolfson’s market position in multimedia and smartphones remains
strong and these applications accounted for approximately 30% of
Group revenue in'2009. This was despite a fall in sales primatily as
a result of a leading customer changing its product mix faster than
‘expected 10 a iew mobile handset not featlring a Wolfson product.

Growth was demonstrated across various applications; such-as
flat panel televisions (which now account for around 8% ‘of total
revenues), eBook readers and automotive. Portable navigation
devices, games consoles and digital still cameras saw a decline
in revenues year on year. A percentage of annual revenue by
application chartis on page 17.

The product portfolio has been significantly enhanced, with new
products across all product lines: Walfson introduced 34 new
products in 2009, double the number in-2008; As one example,
building on years of success with audio devices Wolfson has
developed an architecture-defining family of mixed-signal audio
hubs. These feature-rich hubs deliver world-class audio and mixed-
signal performance to a vast range of digital consumer products
including mobile phones and portable media players. More details
regarding these hubs are contained in'the Business Review on
page 10.

Wolfson’s other business includes the supply and sale of integrated
circuits:in the ‘Smart Power, True Mics’ and ‘Enhanced Soundware’

product lines. None of these segments meets any of the quantitative

thresholds for determining reportable segments in 2009 or in 2008
and, accordingly, the relevant révenue and segment gross profits
are shown inaggregate as ‘other operating segments’.(note 3 1o
the financial statements on‘pages 6210 65): :

The past year saw the Wolfson AudioPlus™ portfolic- make
significant progress in its aim of increasing market share and the
size of its serviceable addressable market. Power management
products, MEMS microphones; noise cancelling and sound
enhancerment software products and solutions were launched and
adopted by leading consumer electronics manufacturers. These
three product lines contributed $5.2m of total revenues in 2009, up

+41% from 2008 (2008: $3.7m) and now accounts for 4% of Group

revenue, double that in2008.

Gross margin from these other segments increased 10-53.4% from
51.5% in-2008, reflecting a higher amount of royalties from noise
cancelling and sound enhancement products; such as the headset
design-in with' Nokia in 2009 as explained on page 10 of the
Business Review. '

Traction of these products with customers is encouraging and
includes most Tier 1 and Tier 2 customers. Interest is fuelled by
the fact that these innovative, class leading solutions are easily
integrated into their products, improving time to market, delivering
better performance and increasing cost competitiveness. This wider
portfolio enables Wolfson to offer fuller solutions; add more value
and provide more “parts per board” into each end consumer
product. With the additions to the Wolfson AudioPlus™ portfolio
achieved in 2009, the Company believes it has increased its
addréssable market from $1bn in 2009 to $3bnin 2010 and
expects it to grow to $5bn by 2012 as we further expand our
product portfolio.

Wolison Microsiectronics plc:‘Annual Report and Accounts 2009




44

wancial Review loontl

The Group and the Company financial statements have been prepared
in accordance with International Financial Reporting Standards and its

: mterpre’ta’clons as adopted by the European Umon (adopted IFRC")

%”"“ nanc mv He

 The fmancral results ox‘ the Group for the 53 week penod ended

3 January 2010, before the exceptional charge, are summansed xh ;

“the table below. The consolldated income statement for the p@r;od

is onpage 50.

Financial-highlights are also mcluded on some of the charts on
page: 1. S -

28 December

Gmo

Revenue

 Boweek
< period
. ‘ended .

2008t

Gross profit 100.8
Overheads ;
Research & development expenses (39.8)
Distribution & selling costs 24:2)
Administrative expernises {13.9)
Underlying® operating (foss) 7 proflt i [ 22.9
Amortisation charges (5:0)
Share-based compensation charges” (3:2)
Operating (loss)/ profit 14.7.
Net financing income 23
. (Loss) / profit before tax a0
Income tax S LA
(Loss) / profit after tax 12.3
Diluted (loss) /.earnings per share (cents) 6.5
“Undetlying® diluted (loss) /earnings per share (cents) 154
Average £/UUS$ exchange rate (35 £1) 188" :

£ "The figures are stated before exceptional charge of $0.5m ir 2009.and $6.4m in 2008
and associated tax benefit of $0.1m and $1.7m respectively.

Underlying resulis exclude: charges for the amortisation of acquired intangible assets
(2009; $5.0m;2008: $5.0m) and share-based cdmpensation charges (2008: $2.6m;
2008:$3.2m)-Also;in 2009 and 2008 exééptional charges.of $0.5m and $6.4m
respectively are excluded. The term/“pndéﬂying”/is not defined in IFRS and therefore
ray not be comparable with similarly titled measures reported by othér companies.
Underlying measures are not intended/as/a éubétituté for, or a superior measure 10,
IFRS measures: Reooncméﬁons of under!ymg medsures 16 JFRS medsures for operating
expenses:and operating (loss) / profitin respﬂct of each period are provided inthe
tables:on page 15: ;

v
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Revenle decreased by 39% to $121.3m (2008: $198.2m) on the

©.back of the general decline in.consumer electronics spend and was

compounded by the impact of design losses at & major customer.

The loss before tax and exceptxonal charges was $14.3m (2008:

$17. Om profit) and the dechne of $31.3m from 2008 can be

: attnbuted mamiy to

b fall in revenue of $7 7m (@3 9%)' reducing gross profit by $39m

(Gross margm percentage maintained);
» decline in interest income of $1m reﬁec’cmg fallin'US dollar
deposit rates; ;

partly offset:by:
i reduction in overheads of $9m (underlying overheads down 11%).

Gross profitin 2009 was $61.5m, down 399% from ﬂzwez previdus year
(2008: $100.8rm before the exceptional charge). Despite the fall in

revenues, the gross margin percentage was broadly maintained at
“50.7% against 50.9% i 2008 (before excephonal charges) as

efficiencies were achieved in the suppiy and productlon chain to offset
the 1mpac‘c of reduced volumes and product mix.

Anexceptional charge of $0.5m was bogked in‘the third quarter of
2009 to-cover:the remaining lease costs of the exited officesinthe
south of England, fOHowmg the consohdahon of these officesinto a
new office in Newbury (2008: exceptlonal charges of $2.9m
covering restructuring costs and a'$3.5m inventory write-down).

Wolfson:has continued its focus on overhead management. Total
underlying overheads, excluding excép‘cional charges, amaortisation
of acquired intangibles and share-based compensation charges,

‘amounted to $69.2m, compared to $77.9m in 2008 adecrease of 11%.

Our contmuous investment in new product development and best-
in=class engineering’ tools'is imperative to our growth '%tralegy and
our Iong -term compe’cmveness Expenditure on research and

‘deve!opment ‘excluding non-cash charges such as amortlsa‘uon

and share-based compensation charges, fell by 6% to $37.6m or
319 6f revenue (2008: $89.8m or 20% of revenue). The decrease
résulted from an increase in underlying sterling based costs offset
by the favourable exchange rate movement.

Distribution and selling expenses, excluding the exceptional charge
and share-based compensation charges decreased by 18% to
$19.9m or 16% of revenue (2008: $24.2mor 12% of revenue).

‘The reduction reflects the reduced product volum//es shippediinthe
vear, the full year impact of the kest?ycture ih/2/0/0/8 and the impact
of the favourable exchange rate movement. -~

Adrninistrative expenses, excluding share-based compensation
charges decreased by 16% to $11.7mor 10% of revenues
(2008: $13.9m or 7.0% of revenus) through tight cost control
and:the favourable exchange rate movement .

Share-based:compensation charges; caiculated in accordance
With IFRS 2, together - with the assaoxa;ed payroll faxes, amounted
10.$2.6m in 2009 compared to $3.2m in 2008 (before exceptional . -

- charge), the decrease being attributed to the lapsing of share-

based awards under various executive Schemes where ’(he
performance conditions have not been met.



53 weeks ended 3 January 2010

Distribution and selling costs

Research and development expenses (1,425)
Administrative expenses (279)
(2,571)
52 weeks ended 28 December 2008
Distribution and selling costs (1,036} - (743)
Research and development expenses (1,178) (5,020) - (127}
Administrative expenses 979) ; B (1,980)
(3,193) (5,020} (2,850}

Operating (loss}) / p!joﬂt: reconciliation from Underlying to IFRS

i

AR

Undeflying operating (loss) / pfoﬁt ; ) : ¥ 22,905

Share-based compensation and related payroll taxes : T . ] (3,193)
Amortisation of acquired intangible assets . (5,020)
Exceptional charges 6,350)

s

8,342

s

Operating (foss) / profit (IFRS)

¢ Intangible asset amortisation charges on the 2007 acquisitions amounted to $5.0m (2008: $5.0m). The projected amortisation charge for
2010.is expected to incréase to $5.3m.

Underlying operating loss was $7,7_m, compared to a profit of $22.9m or 12% of revenue in 2008. Net financing income reduced to $1.0m
(2008: $2.3m). The finance expense of $1.3m booked in 2009 relates mainly to the interest on the pension scheme obligation and notional
interest on the discounted deferred consideration on the acquisitions, both being non-cash items.

The effective rate of tax for 2009 was 31%, (2008: 28%) benefiting from additional allowances on research and development expenditure.

However, this benefit was partly offset by the partial non-deductibility of share-based compensation charges on awards above the current
share price. The projected effective tax rate for 2010 is expected to be around 28%.
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ance Sheet

Summarised Cuns’oiidatéjd Cash Flow
53 weeks ended 3 January 2010

{Loss) / profit before tax
(after exceptional charges)
Depreciation & amortisation
Net financing income

. Earnings before interest, tax,
depreciation and amortisation
Share-based compensation charge
Change'in working capital’ - :
Foreign:exchange
Income taxes paid

Netcash flow from operatmg actmtses
Capital expenditure - :

Free cash flow / :
Purchase of own shares for cancelia’ﬂon
Deterred consxderaﬁon payments
interestreceived o

Foreign exchange®

Net cash inflow
Opening cash balances®

Glosing cash balances*

*includes cash and cash equivalents and :shorHerm deposit balances;

Wolfson Microelectronics blc +Annual Re;iert and Aecounts 2009

Cash and short-term deposits: amounted fo $97 8m at3 January
201028 December 2008: $92: 2m) The Company has no debt.

Net cashiinflow from operating activities was $11 .8m (2008
$16.0m) driven by an‘inflow from WOI’klﬂg caprtal of $11.9m
(2008: an outflow of $2.3m).

During 2009;the Company paid $2.4m (2Qb B $3/6m) on deferred
consideration as milestones were achzeved on the 2007

'aoqursrtrons of Sonaptrc (ANC) and Olzgon (MEMS).

Cash outﬂow on capital expenditure amounted to $6.2m
r(2008 $6 3m). This represented spend on software lfcences

an T upgrade and MEMS equroment

The value of. mventory held at3 January 2010 was $11. Sm or7e:
days inventory (28 December 2008: $19.0m or 91 days inventory).
Itiis anticipated that inventory levels will average around 80-90
days in 2010 to meet fluctuations in demand. Trade receivables
amounted to $14:2m or. 43 days sales outstanding at 8 January
2010 (28 December 2008: $18.0m or 50 days sales outstanding).
It is expected that the number of days sales outstanding will
average around 40-50 in 2010. Trade payables at 3 January 2010 -
amounted to $10.2mor 48 days/purch:éses (28 December 2008:
$5.1m or 29 days purchases). It is antrcrpated that the number

of days purchases wiil average around 50-60in 2010

Treasury and Foreign Exchange

Nearly all revenue and cost of qoods sold are denemmated in

US dollars, so there is & natural and eﬂ‘ec‘uve hedge down 1o the
gross'margin level: However, approxxmately two thlrds of operating
costs are denominated in sterling, and this represents a structural
currency exposure derived from the UK base of the Company.
During 2009 there was currency hedgfing/in pface throyughout the
year, ranging from three to six months forward in time, with an
average rate.over the year of $1.59 to £1 (2008: $1.8810 £1).

Cltis estrma’ted that gomq into 201 0] every one cent decrease in:

the US dollar/s‘cerlmg exchange rate has the effect of rmp: ’vmg
the Group’s operatmg result by $300 000 on an annualrsed basis.

,To give some short erm certaxnty, the first quarter’s sterling

denommated overheade for 2010 have been hedged atan average
rate of $1. 62 to £1. The remainder of 201 0 remains largely un-hedged,
although'the plan is to take out further currency hedges aswe
progress through the year.




Share repurchases :
Inlight of the Uncertain macroeconomic environment and the
priority to conserve cash, the Board decided to suspend the share
repurchase programme in 2009 with no share purchases made by
the Company in-2009. In 2008 the Company purchased and
cancelled 3.2 million shares for a total consideration of $6.7 million.

The Management of the Company constantly considers and
reviews risk and the risk profile of this business. In addition, the
Company has put.in place formal processes for the identification:
and, where possible; the management and / or mitigation of

significant risks which are reviewed regularly by senior management.

This is formally reported on a regular basis tothe Board, as da result
of which the directors of the Company (the “Directors”) are aware of
the potential cost and resources involved iri managing these risks.
Details on the identification and management of risks are also
included on page 29'in the Corporate Governance statement.

This Annual Report contains certain forward-looking statements
that are Wolfson’s expectations and beliefs about our future
business. These statements are made by the Directors in'good
faith, based on information available to them at the time of the
approval of the report. Undue teliance should not be placed on
such statements, which are based on Wolfson's current plans,
estimates, projections and assumptions. By their nature, forward-
looking statements involve known and unknown risk and
uncertainty because they relate to events and depend on
circumstances which may occur in the future and which in some
cases are beyond Wolfson’s control. Actual results may differ from
those expressed in such statements, depending oh a variety of
factors. These factors include, but are not limited to: consumer and
market acceptance of the Company’s products and the products
that use the Company’s products; decreases in the demand for the
Company’s products; excess inventory levels at the Company’s
customers; decline in average selling prices of the Company’s
products; cancellation of existing orders or the failure to secure
new orders; the Company’s failure to introduce new products and
* toimplement new technologies on a timely basis; the Company’s
failure to anticipate changing customer product requirements;

fluctuations in manufacturing and assembly and test yields; the
Company’s failure to deliver products to its customers on a timely
basis; disruption’in the supbly of wafers or assembly testing
services; the timing of significant orders; increased expenses
associated with new product introductions, masks; of process
changes; the commencement of, or developments with respect to,
any future litigation; the cyclicality of the semiconductor industry;
and overall'economic conditions. 3

There are a-number of potential risks and uncertainties 'which could
havea material impact on the Company’s long-term performance:

New product specification and introductions

Specifying and then designing the correct products is fundamental
to the success of the Company. Gustomers tend to have set design
windows that must be met for a product to be selected, and
missing these windows through being late or not meeting the
required specification can result in missing an entire end consumer
product cycle. The average design cycle for the Company’s
products can take 18 t0 24 months to complete and achieve
volume production; therefore missing a cycle can take more than
fwo yearsto recover. This long design cycle, coupled with limited
customer visibility as to future requirements-and plans, makes
forecasting product demand and the timing of that demand difficuft.
There are alsc inherent risks in Iéngthy design cycles including risk
of future design loss to a competitor, risk of cancellation and limited
uptake for new products. '

Dependence on the growth of the consumer elecironics market
The Company’s future success is dependent on the growth of the
digital consumer electronics market and the successfiil adoption by
customers of its'integrated circuits in their products. The future size
of the digital audio, portable devices; digital imaging markets, and
other potential markets, is uncertain and depends on a number of
factors; alt'of which are beyond the Company’s control. The failure
of these markets to develop as generally expected would have a
material adverse effect on the business, financial condition and
results of the Company’s operations.
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In addition, the:Company’s future success is also dependent on the
success of its customers in their related markets. Reduced uptake
by consumers of products from the Company’s end custoriers
couldalsohave a mateﬁal ’ad\(ersé effect on'the Company’s
business, financial .condition and operating results.

Fabless business model f
The Gompany does not have its own manufacturing facilities.
“As a restilt, the Company’s business model is less capital intensive:
“The Company uses GLOBALFOUNDR%ESr(former}y named
Chartered Semiconductor), MagnaChip Semiconductor; GSMC,
TSMC and X-FAB for the manufacture of most of its silicon wafers :
and Unisem, Carsem and ASE for major test and-assermbly

services. The Companyis reliant.on these independent suppliers to

provide the required capacity to manufacture, assemble and test its
products and to provide high quality products on time. The:Company
maintains an internal manufacturing support group which directs
product supply, helps ensure a high level of quality and reliability
and works with the wafer foundries and proc tction ‘assemblersto
resolve issues. As a result of the economic downturn in thelatter
part-of 2008.and into 2009; a number of the manufacturers.used by
the Company have/exper/ienced financial difficulties. To mitigate the
risk of loss of supply from a manufacturer ceasing business; a
number of contingency plans have been put in place, including
carrying additional buffer inventories énd second-sourcing higher
volume parts: Regmér senior managémeht meetings were also held
with-suppliers to ensure the Cor-hpany was kept up-to-date with
current trading and liquidity issueszwithin the supp!y chain, As 2009
progressed; these concerns eased as the mdustry recovered anda
major supplier was refinanced. s

Infringement of third party intellectual property rights
The semiconductor industry is characterised by cross- -licensing and
frequent ht;gatxon regarding patent and other mtellec‘:ual property

rights. The Company has provided certain mdemmﬂca’aon rights to

\ some of its customers in respect of the infringement of third party
intellectual property nghts regarding its products

Wolfson Microelectronics pic - Annual Re'portrargdzAccounts 2009

overheads ','nﬂ'200,9

Claims against the Company could adversely affectits ability
to market and sell its products and seriously harm its operating
results. In addition; the defence of such claims could resultin
sighificant costs and divert the attention of the Company’s
executives and technical personnel from their day to day work.

Customer dependence

The Company supplies products to.a range of compames
The Company seeks continually to expand its customer base and

- customer mix. However ohe orasmall number of customers may
‘become responsible far.a significant proportion of the Company S
“sales. Rapid variation ofysuoh customers’ demand could then’

signiﬂcantly,aﬁec’c the Company’s revenues. The largest customer .
in 2009 accounted for 13% of revenue (2008: 13% from a different
single largest customer), with the top 10 customers accounting for
639% of revenus in 2009 (2008: 63%) and the top 20 customers
accounting for74%: of revenue in 2009:(2008: 78%)."

Personnel

The Company relies on the ability to h|re and retam appropriately
gualified staff who provide the expert(se and -expetience critical
toits’business and the lmplementai ion of its stra’cegy There is
intense competition for qualified personnel in the semiconductor
industry and, from time to time, the Company expeneooes
difficulty inlocating candidates i m the relevant counfry with
appropriate qualifications and experience. However, one advantage
of the economic downtirn has been the ability to hire more top
quality graduates as a result of Iesé’compeﬁtion for thelr services.
The Company enters into employment contrécts with its personnsl

‘but there is no assurance that it will be able to continue to hire and

retain appropriately qualified personnel. The !osé of the service of,
or failure to recruit in a timely manner, k'ey/tfezchnioa! and
management personnel (or teams) would adveréely impactithe
Company’s product dréve!opment programmes and.could have

a material adverse effect on its performance and future growth.



Catastrophic failure of end-user device in the field

The Company supplies components primarily into consumer
electronics products: Many of the ‘major-consumer brands require
indemnities should a customer product recall be required as'a
result of significant field failures caused by one of the:Company’s
components. The Company looks to avoid such indemnities‘and,
where given, to limit the sc{ope'and quantum of the indemnity,
however, this is often not possible and indeed some indemnities
are unlimited in guantum. To reduce this risk there are rigorous
procedures and controls on the design, manufacture, tesfing and
quality processes of the Company, so as to avoid any components
being supplied that could result in such field failures. The Company
also has significant, but not unlimited, product liability insurancé in
place to cover such an event.

Competitors

The markets in which the Company operates are very competitive
and are characterised by rapid technological change and evolving
standards. Many of the Company’s competitors are larger in size,
have larger financial, marketing and/or technical resources, a longer
trading history and larger installed customer bases. Asa result, they
may devote greater resources to the development, promotion and
sale of their products than the Company can. These factors may
prevent the Company from competing successfully against current
or future competitors.

Acquisitions
The Company expects to review further potential acquisition targets
as part of its Wolfson AudioPlus™ strategy. The internal investment

case for such acquisitions may not materialise as planned. In addition, -

the integration of acquired companies involves additional risk
including diversion of management time, potential failure to realise
the synergy benefits anticipated from the acquisition, the cultural
risk associated with integrating different companies in various

- countries, and risks associated with unexpected liabilities or events
arising post acquisition.

Communication networks and information technology
The Company depends on worldwide communication links

and accurate; timély information and numerical data from key
information technology systems and software applications to
facilitate the daily operation of the business and decision making.
Any disruption caused by failings in these systems, of related
equipment or of communication networks could delay, or otherwise
impact; everyday decision making and some business opetations.
The Company has developed and tested disaster recovery
arrangements in order to minimise the disruption caused by
failings in these systems.

Foreign currency exposure
Refer to Treasury and Foreign Exchange section on page 16.

Mark Cubitt

- Chief Financial Officer
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Chznrman

Mr: Rue’ctgers omed the Board and beoame C,han‘man on 1 January

2008 and he i is also ohaxrman of the Nomma‘aon Committee and is

~ amember of the Remuneratlon Committee. l\/!r Ruet’cgers Jomed
EMC Corpora’uon in 1988 and served as its Chief Execu’uve Oﬁlcer
from 1992 until January 2001, before becoming Executive
Chairmian and finally Chairman until 2005. Under his leadership,
EMC achieved dramatic growth over more than a decade. Fron his
arrival-through year—end 2000, EMC’s revenues grew from $120
million to niearly $9 billion. EMC is now a leading digital storage
company; itis listed on the New York Stock Exchange. Mr Ruei:tgers
is the lead independent director at ’(ne’Raytheon Company, also

New York Stock Exchange company. Mr- Ruettgers also serves as
aron-executive director at the Orvis Company, Inc:

Chief Executive Offlcer and Managmg Director
(from 1 January 2009) /

Mr Hickey was appointed to the Board on 8 September 2008 as
Chief:Executive Officer ,Deeigriate/and he became Chief Executive
Officer with effect from 1 Jénu/ai’y/.?b()g: Mr Hickey joined Wolfson
from Motorola, Inc., where from March 2005 he held various senior
positions:in-Motorola’s mobile de\/ice business. Most recently he

was Senior Vice President and General Manager of the Multimedia

‘P,roduot organisation; reporting directly to the Mo’bile’ Deviées
business president. Previous to Motorola’he' served as non- :
executive ohalrman of Incline Global Techno!ogy Servnces Ltd and

pnor to this, Chief Executive Officer of Kymata Ltd both pnvate UK

companies; Mr Hickey has also held senior positions at Alcatel L
Optronics, until the end of 2002, and during an earlier period (from
1993 to October 2000) at Motorola. Prior to this he worked for
Digital Equipment Co. Ltd and Philips Ltd. Mr Hickey holds 2 B.Sc.
in Physics:and Electronics from Brunel University, London a DMS
and-an MBA from Portsmouth Busmess School. He is a member of
the institute of Management the Institution of Engineering and
Technology and is a chartered engineer.

' ’ Chlef Flna cnal Offlcer and Fman(ue D:rector

Mr Cubltt jomed the Board in‘January 2007 and serve% as the
~ Chief Financial Officer and Finance Director. Mr Cubitt was prewously
V'Vloe Presxdent of Flnance at Jacobs Engineering in the UK and

Ireland He was the Fxnanoe Director of Babtie Group from 2001 '
unm the sale of the company to Jacobs Engineering in 2004, when

he then took up & wider finance role within Jacobs. Before joining

Babtie, Mr:Cubitt was the Finance/Dizjector/of/Da\i\(son International
PLC, where he worked from 1996 until 2000. From 1988 to 1994,
he held a number of finance posfs in Chris’tiéh Salvesen PLC and
its then subsidiary Aggreko. Mr Cubitt i is a Chartered Accountant
and has a-degree in Accountancy- and Computer Science from
Heriot-Watt University and is currently the/chalrman of the
Scottish Finance Directors Discussion G%eup.

i3

Non-executive Director

Mr:Rose was appointed to the Board:in 2001 and serves asa
non-executive director and is the Senior lndependent Director.
Heis chairman:of the Company’s Remuneration Commities and
is a'member of the Audit Committee and Nomination Committee,
From 1993 to 2001 Mr Rose was Chief Executive of Scottish
Provident UK. Mr Rose is currently Chalrman of Baillie Gifford
Shin N;ppon plc and a non-executive director of Optos plc and
of Dlmensmnal !mag:nc Ltmsted :
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Directors (continued)

5 Alastair David Milne (age 67) ) i 7 Robert Laurence Eckelmann (age 53)
'Non-executive Director Non-executive Director
Dr Milne co-founded the Company in 1984 and served as the ) Mr Eckelmann joined the Board in November 2004 and serves on
Chief Executive Officer and Managing Director until 28 February the Audit, Nomination and Remuneration Committees. From 1988
2007. He remained an executive director of the Company until to 2002 Mr Eckelmann was employed by Intel Corporation, where
8 November 2007 when he retired and was appointed as a non- he launched its Asian business and was then vice president and
- executive director from 9 November 2007. From 1973 to 1985, general manager of the EMEA region. Before joining Intel in 1988,
Dr Milne directed the Wolfson Microelecironics Institute at Edinburgh Mr Eckelmann served for six years at the US Department of
University, which developed CAD software and integrated circuit Commerce responsible for high-tech trade policy and negotiations
" technology. Dr Milne was Vice President of the Royal Society of with Asia and the EU. Mr Eckelmann holds several non-executive
Edinburgh from October 1995 to September 1998 and is a Fellow directorships including: Emulation & Verification Engineering, MDS
of the Royal Academy of Engineers. Dr Mifne was Chairman of the Holdings and Xaar plc and he is chairman of Silecs OY.
European Leadership Council of the Global Semiconductor Alliance
in 2007/2008. Dr Milne has been a director and chairman of 8 Glenn Coilinson (age 46)
Edinbufgh international Science Festival Limited since 2007. Non-executive Director

Dr Milne was appointed a director and chairman of the board of
Elonics Limited.in September 2008. He has a Doctorate in Physics
from Bristol University and was a member of the Court of the
University of Edinburgh from 1998 until 31 August 2007. Dr Milne
has honorary Doctorates of Science from Universities of Heriot-Watt
and Edinburgh and an honorary Doctorate of Engineering from
Bristol University. Dr Milne was awarded the OBE in 1985 for
services to industry.

Mr Collinson was appointed to the Board on 1 September 2008
and serves as a non-executive director and is a member of the
Audit Committee. In 1998 Mr Coliinson co-founded Cambridge
Silicon Radio (CSR plc) as a start-up project and was a member of
the board of directors that managed the growth of CSR through its
listing as a public company in 2004 and up until 2007, serving first
as-Marketing Director and then as Sales Director. Prior.to CGSR pilc,
Mr. Collinson held positions including Senior Engineer and then
Marketing Manager at Cambridge Consuitants Ltd from 1996 to
1998 and held positions as a Design Engineer and Marketing
Manager at Texas Instruments from 1989 to 1996. He is a member

¢Ross King Graham (age 62)
Non-executive Director

Mr Graham was appointed to the Board in September 2003 and " of the Institution of Engineering and Technology and holds a B.Sc.
serves as a non-executive director and chairman of the Audit in Physics and an M.Sc. in Electronics from Durham University,
Committee. He is also a member of the Remuneration and as well as an MBA from Cranfield University. Mr Collinson currently
Nomination Committees. Mr Graham qualified as a chartered holds non-executive director positions at DiBcom SA, at Inside
accountant with Arthur Young in 1969, and was made a partner of Contactless SA and.at Solar Press Limited.

that firm in 1981. In 1987 Mr Graham joined Misys on its flotation
as’its Finance Director, becoming Corporate Development Director
in 1998 and finally retiring from the Board at the end of 2003.
Throughout his time at Misys he played a key role in developing
and implementing its acquisition strategy. Mr Graham also holds

a non-executive directorship at Psion plc.
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Directors’ Report

The directors have pleasure in submitting their report and financial
statements for the 53 week period ended 3 January 2010.

Principal actlvmes

The Group is principally engaged in the deSIgn manufacture and
supply of high performance mixed-signal integrated circuits. The
Business Review on pages 4 to 12 provides further details of the
principal activities of the Group.

Financial - .

The Group’s consolidated loss for the 53 week financial period,
after taxatjon, was $10,224,000 (2008: $7,666,000 profit). A financial
review of the results for the 53 week period is set out on pages 13
to 19.

The financial risk management objectives and policies and an
indication of the exposure to financial risk is included in note 21
to the financial statements. :

Dividends

The Company’s current policy, which is kept under regular review,
is to retain future earnings for the development and expansion of
the business. Payment of any future dividends will be at the
discretion of the Board after taking into account various factors,
including the Company’s current and future cash requirements,
development plans and operating resuits.

Business Review »
The report of the Directors should be read in conjunction with the

. Chairman’s Statement, the Business Review and the Operating and

Financial Review-on pages 1 to 19, which contain details of the
principal activities of the Group during the period and an indication
of future developments. The review of the business has been
divided into three areas and dealt with in this Annual Report as
follows: :

» principal risks and uncertainties — pages 17 to 19 of the
Operating and Financial Review;

» areview of the development and performance of the business
and the position of the Group at 3 January 2010 ~ included in
the Business Review on pages 4 to 12 and in the Operating and
Financial Review on pages 13 to 19; and

» key performance indicators - on page 1, on page 2 and on
pages 13 to 19. ' ,

All of the information detailed in those sections, which is required

for the business review or otherwise for this report is incorporated

by reference in (and shall be deemed to form part of) this report.

Research and development
The Group continues to invest in research and development of
mixed-signal integrated circuits. :

Donations

The Group made no political contributions during the 53 week
period ended 3 January 2010. Sponsoréhips and donations to UK
charities amounted to $313,000 (2008: $245,000).
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Directors ]
The directors who held office at 3 January 2010 and their interests
in the shares of the Company at that date are set out on page 41.

“The interests of the directors in the share options of the Company
"are set out on page 47. No director had, during or at the end of the

financial period, any material interest in any contract of significance
in relation to the Group’s business.

J Michael Hickey, having been appointed to the Board on 8
September 2008 as an executive director and Chief Executive
Officer Designate, became Chief Executive Officer with effect from
1 January 2009.

David Allen Shrigley resigned from the Board with effect from
31 December 2008.

At the forthcoming Annual General Meeting, M Cubitt, RK Graham
and AD Milne will retire by rotation and, being eligible, wilt offer
themselves for re-election.

The names and biographical details for the directors who held
office at 3 January 2010 are set out on pages 20 and 21 and details
of directors’ service contracts are set out in the Directors’
Remuneration Report on pages 39 and 40.

Appointment of directors

The holders of the Company’s ordinary shares may, by ordinary
resolution, appoint any person to be a director. At each Annual
General Meeting (“AGM?), any director who was elected or last
re-elected at or before the AGM held in the third calendar year
before the then current calendar year must retire by rotation.
A retiring director is eligible for re- e!ectlon unless the directors
have agreed otherwise.

The Board may appoint a director to fill a casual vacancy or as
an additional director to hold office until the next AGM when that
director shall then be eligible for election.

Directors’ responsibilities
The directors’ responsibilities in respect of the Annual Report and
the financial statements are shown on page 48.

Share capital and control )

The Company’s authorised share capital as at 3 January 2010 was
£135,000.00 divided into 135,000,000 ordinary shares of 0.1 pence
each and there were 115,238,980 ordinary shares in issue as at

3 January 2010 all of which were fully paid. Note 17 to the financial
statements contains information regarding the Company’s share
capital, including details of ordinary shares issued during the
period. The ordinary shares are listed on the London Stock Exchange.

The rights and obligations attaching to the Company’s ordinary
shares, in addition to those conferred on their holders by law, are
set out in the Company’s Articles of Association, a copy of which
can be obtained from Companies House or by writing to the ‘
Company Secretary. The holders of ordinary shares are entitied to
receive the Company’s Annual Report and Accounts, to attend and
speak at general meetings of the Company, to appoint proxies and
to exercise voting rights. '



The Company may amend its Articles of Association (“Articles”)

by adopting new Articles by special resolution. Amendments to the
Articles, primarily to-accommodate changes in company law arising
from the Companies Act 2006, were approved by the shareholders

at the Annual General Meeting held on 20 May 2009.

At the Annual General Meeting to be held on 20 May 2010,
shareholders will be asked to consider a special resolution which
proposes amendments to the Company’s current Articles of
Association. The directors propose that new Articles of Association
are adopted in order to update the Company’s current Articles

of Association primarily to take account of the coming into force
of the Shareholders’ Rights Regulations and the implementation
on 1 October 2009 of the last parts of the Companies Act 2006.
An explanation of the main proposed changes to the current
Articles of Association is included in the explanatory notes section
of the Notice of Annual General Meeting booklet which is being
sent to shareholders along with this Annual Report.

The Board of Directors is responsible for the management of the
business of the Company and may exercise all the powers of the
Company subject to the provisions of relevant statutes and the
Company’s Memorandum and Articles of Association.

There are no known arrangements under which financial rights are
held by a person other than the holder of the shares. As far as the
Company is aware, as at 8 February 2010 there were no persons
with significant direct or indirect holdings of voting rights in the
Company other than as set out in the section on this page entitled
“Substantial shareholdings”. ' ‘

Significant agreements - change of control

The Company’s equity-based plans contain provisions relating to
change of control. Share options would normally vest and become
exercisable on a change of control, subject to the satisfaction of
any performance conditions at that time. Contingent share awards
would normally vest on a change of control of the Company,
subject to the satisfaction of any performance conditions and on a
time apportioned basis. The provisions of the deferred share award
granted to an executive director and the provisions of a director’s
long term incentive arrangement are noted on pages 45 and 46
respectively of the Directors’ Remuneration Report.

The undrawn committed bank facility, as referred to in note 21 to
the financial statements, would terminate upon a change of control
of the Company without the consent of the bank.

Purchase of own shares

At the Annual General Meeting held on 20 May 2009 the shareholders
granted the Company the authority to purchase, in the market, its
own ordinary shares up to a maximum of 11,512,098 ordinary
shares. In 2009 the Company did not purchase any of its own
shares. As reported in the 2008 Annual Report and Accounts, at the
beginning of 2009, in view of the economic environment at that
time, the Board decided to suspend the share buyback programme
which had been implemented in the second half of 2008. During
that period in 2008, a total of 3,209,000 of the Company’s ordinary
shares were bought back and cancelled and the aggregate
consideration paid by the Company for those shares, including
expenses, was $6,661,000. '

t;irec;*tors’ Report (continued)

The authority for the Compahy to purchase in the market its own
ordinary shareé; up to a maximum of 11,512,098 ordinary shares,
expires at the conclusion of the Annual General Meeting to be held
on 20 May 2010 and shareholders will be asked to give a similar
authority at the forthcoming Annual General Meeting as set out

in the Notice of the Annual General Meeting.

Substantial sharehold'ings

As at 8 February 2010, the Company had received notifications
from the following parties that they have an interest in the ordinary
share capital of the Company:

Nuraber >f

% of issuad Nature of
ordinary sharas share capital holdig
Artemis Investment .
Management Limited 13,882,450 12.05% - Direct
Blackrock, Inc. 12,141,815 10.54% Indirect
Majedie Asset Management Ltd - 6,347,873 5.51% Indirect
Legal & General Group Pic’ 7,044,985 6.11% Direct
Wellington Management '
Company LLP 5,543,421 4.81% Indirect
DJ Carey 4,553,422 3.95% Direct
Employees

Employee involvement

The Company is committed to employee involvement throughout
the business and this is described on pages 30 and 31.

The Company has established offshore employee share trusts in’
connection with the Company’s performance share plans and
executive shared ownership plan. As at 3 January 2010 these trusts
held a total of 5,056,461 ordinary shares of 0.1 pence each in the
capital of the Company. The shares to which the trusts relate have
voting rights. HoweVer, under the terms of these trusts, the trustees
have agreed to refrain from exercising voting rights otherwise than
to the extent the shares have vested.

In 2010, subject to shareholder and HM Revenue and Customs
approval, the Company plans to implement a Save As You Earn
share option scheme in which all UK employees should be eligible
to participate.

Employees with disabilities

The Company’s policy is to give full and fair consideration to
suitable applications from people with disabilities for employment.
If existing employees become disabled they will continue to be
employed, wherever practicablé, in the same job or, if this is not
practicable, every effort will be made to find suitable alternative
employment and to provide appropriate training.
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Directors’ Report (continued)

Policy and practice on payment of creditors

The Company’s policy concerning the payment of creditors for goods
and services is to pay suppliers within 30 days of the end of the
calendar month in which the invoice is received (net 30 day terms),
unless alternative terms have been specifically agreed in advance.
This policy and any specific terms agreed with suppliers are made
known to the appropriate staff and suppliers. At 3 January 2010, the
Company had 48 days (2008: 29 days) purchases in trade payables.

Qualifying third party indemnity

Since 21 April 2005, a qualifying third party indemnity provision
has been in force pursuant to the Company’s current Articles
of Association.

The Company maintains directors’ and officers’ liability insurance.

Disclosure of information to auditors

" The directors who held office at the date of approval of this directors’

report confirm that, so far as they are each aware, there is no relevant
audit information of which the Company’s auditors are unaware and
each director has taken all the steps that he ought to have taken as
a director to make himself aware of any relevant audit information and
to establish that the Company’s auditors are aware of that information.

Auditors :
A resolution to reappoint KPMG Audit Plc as auditors will be put
to the members at the forthcoming Annual General Meeting.

Annual General Meeting

The Annual General Meeting will be held on 20 May 2010 in
Edinburgh. The Notice of the Annual General Meeting is contained
in a separate booklet which is being sent to shareholders afong
with this Annual Report.

Notice of general meetings

" The Companies Act 2006 requires that all general meetings must be

held on 21 days’ notice unless shareholders agree to a shorter notice
period. The Company is currently able to call general meetings
(other than AGMs) on 14 days’ notice, if the conditions set out in the
Companies Act 2006 are met. At the Annual General Meeting to be
held on 20 May 2010, a special resolution will be proposed so that
the Company can continue to be able to do so. The authority being
sought pursuant to this resolution will expire at the end of the next
annual general meeting of the Company to be held in 2011. It is the
current intention of the directors to renew this authority annually.

By order of the Board

Jill Goldsmith 8 February 2010
Company Secretary

Edinburgh
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The Board is committed to maintaining high standards of corporate
governance throughout the Group and therefore applies, where
they are deemed appropriate, the principles of corporate
governance set out in the Combined Code.(the “Code”) as issued
in June 2008. The statement below describes -how the directors

have applied the principles of corporate governance and the extent -

to which the principles and provisions of the que have been
~ complied with during the 53 week period ended 3 January 2010.

From 1 January 2009, following the resignation on 31. December
2008 of DA Shrigley as an executive director, the Board has
comprised eight directors: the Chairman, two executive directors
and five non-executive directors, of whom four are independent in
accordance with the terms of the Code. The four independent non-
executive directors, in accordance with the Code, are: BM Rose,
RK Graham, R Eckelmann and G Collinson.

The Board considered that on his appointment as Chairman, on

" 1 January 2008, M Ruettgers met the independence criteria as set
out in provision A.3.1 of the Code. Biographical details of the
directors serving as at 3 January 2010 are given on pages 20 and 21.

Compliance with the Combined Code

The Group has complied, throughout the 53 week period ended 3
January 2010, with the provisions set out in Section 1 of the Code.

Board composition and operation

The Board considers that it has an appropriate number of directors,
who amongst them have the necessary range of skills and
experience given the size and complexity of the Group. The Board’s
view is that the independent directors are of sufficient calibre and
number that their views carry appropriate weight-and influence on
the Board’s decision making.

The Board considers all of its non-executive directors to be
independent in character and judgement. However, only BM Rose,
RK Graham, R Eckelmann and G Collinson are independent in
terms of Code provision A.3.1 as none of these non-executive
directors: -

A4

has been an employee of the Group within the last five years;
has, or has had within the last three years, a material business
relationship with the Group;

» receives remuneration other than a director’s fee, participates in
the Company’s share option schemes or is a member of the
Company’s pension scheme;

has close family ties with any of the Group’s advisers, directors
or senior employees;

holds cross-directorships or has significant links with other
directors through involvement in other companies or bodies;
represents a significant shareholder; or

has served on the Board for more than nine years.

-

v

v

v v

Corporate Governanca

The division of responsibilities between the Chairman of the Board
and the Chief Executive Officer is clearly delineated, set out in
writing and is regularly reviewed and monitored by the Board.

BM Rose is the Senior Independent Director.

_All directors must submit themselves for election at the annual

general meeting following their appointment and, thereafter, for
re-election at least once every three years. The non-executive
directors are generally initially appointed for fixed terms of three
years. In 2007, the Board (in accordance with the terms of his letter
of appointment) invited R Eckelmann to serve for an additional
period of three years, in 2008 BM Rose was invited to serve for an
additional period of two years and the Board invited RK Graham,
during 2009, to serve for an additional period of three years. Each
of these non-executive directors accepted those extensions to his '
term of appointment. The Group seeks to retain the services of the
non-executive directors for periods that may be longer than is
recommended by the Code due to their experience and knowledge.
The terms and conditions of appointment of non-executive
directors are available for inspection at the Company’s registered
office during normal business hours. These terms and conditions
are also made available for inspection on the day of the Company’s
annual general meeting. : ’

There is a formal schedule of matters reserved for the Board

which has been reviewed and updated since the beginning of 2009.
The responsibilities of the Board include: determining and setting
the strategic direction of the Group and approving the business
plan and annual budget; ensuring that high standards of corporate
governance are maintained; monitoring the performance of the
Group; approving financing and significant capital expenditure;
authorising significant transactions; reviewing the Group’s systems
of risk management and internal control; approving appointments
to the Board and of the Company Secretary; determining the scope
of delegations to Board committees; approving policies relating to
directors’ remuneration; dealing with the appointment and removal
of the Company’s principal advisers and auditors; and ensuring that
a satisfactory dialogue takes place with shareholders. The Board is
responsible for reviewing and approving the annual report and"
accounts, the interim management report and half yearly financial
report and quarterly results announcements and for ensuring that
these present a balanced assessment of the Group’s position.

The Board delegates to management responsibility, inter alia, for:
the implementation of the strategies and policies of the Group as
determined by the Board; monitoring the operating and financial
results against budgets; and managing and controlling the allocation
of capital, human and technical resources. The Board regularly
receives detailed financial and operational information in order

{for it to monitor the performance of the key areas of the business.
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Corporate Governance (continued)

‘The Board normally meets at least eight times during the year and

may meet at other times at the request of any director. The number
of scheduled Board meetings and committee meetings attended by
each director during the 53 week period ended 3 January 2010 was
as follows: :

Schéduled

Audit Remuneration Nomination

Board. Committee Committee - Committee

meetings meetings meetings meetings

M Ruettgers 10 (10) n/a 7 (7) 1(1)
JM Hickey 10 (10} n/a n/a n/a
M Cubitt 10 (10} n/a n/a n/a
AD Milne 10 (10) n/a n/a n/a
D Shrigley* -() ' n/a n/a ) -{)
BM Rose 10 (10) 5(5) 7(@) 1(1)
RK Graham 10 (10) 5(5) 6(7) . -1
R Eckelmann 9 (10 4 (5) 6(7) 1)
G Collinson 10(10) - 5 (5) ‘n/a n/a

" resigned from the Board on 31 December 2008

(The figures in brackets indicate the total number of mestings held in the period during
which the individual was a director and a member of the relevant Committes).

When directors were unable to attend Board meetings-they were
provided with all of the documentation for the meeting and were
given the opportunity to provide their views to the Chairman or
the Chief Executive Officer regarding the matters to be discussed.
The minutes from the meeting were then provided as appropriate.

During the year, the Chairman has held meetings with the non-
executive directors without the executive directors present.

An induction process is in place for any new director, tailored to -
the individual director’s requirements in the light of his or her
experience and prior industry knowledge.

In 2009, the Board again applied a formal process for evaluating
the performance and effectiveness of the Board, its committees
and its members. This was performed through a series of detailed
questionnaires completed by the members of the Board and its :
committees towards the end of the year. The results of this
evaluation were collated and reported by the Chairman so that
follow up actions can be implemented. The general results of this
evaluation process were communicated to the rest of the Board
and any specific feedback communicated to the individual directors.
Appropriate actions are then identified and taken. The Senior
Independent Director conducts the annual performance evaluation
of the Chairman, taking into account the views of all directors.

A formal process of evaluation of the performance and effectiveness
of the Board and its committees is conducted on an annual basis.

All"directors have access to the advice and services of the Company
Secretary and to the provision of independent professional advice .
in-furtherance of their duties at the Company’s expense. The Company
maintained directors’ and officers’ liability insurance cover

throughout 2009. This insurance cover has been renewed for 2010.
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Conflicts of interest

The Company has procedures in place to deal with conflicts of
interest and believes that the procedures are operated
appropriately, in‘accordance with the Company’s Articles of
Association and relevant legisiation. Any decision of the Board to
authorise a conflict of interest is only effective if it is agreed without
the conflicted directors being included in the quorum at any
meeting at which such authorisation is given, and is only effective
if it is agreed without the conflicted directors voting or without their
votes being counted. The Board will continue to monitor and review
potential conflicts of interest on a regular basis. The Audit
Committee will keep under review any conflict or potential conflict
of interest situations authorised by the Board and determine
whether it is appropriate for such matter to remain so authorised.

Committees of the Board

The Board has a Nomination Committee, a Remuneration Committee
and an Audit Committee. The terms of reference for each
committee can be found on the Investor Relations section of the
Group’s website at www.wolfsonmicro.com. The Board also has a
Treasury Committee.

Nomination Committee

Committee Chairman: M Rusttgers

Committee Members: BM Rose
RK Graham
R Eckelmann

DA Shrigley (until 31 December 2008)

A majority of the members of the Nomination Committee during the
53 week period were independent non-executive directors. The
Nomination Committee, which meets not less than once per year,
has responsibility for considering the size, structure and
composition of the Board and its committees, the retirements and
appointments of additional and replacement directors and makes
appropriate recommendations to the Board. it was considered by
the Board to be appropriate to have DA Shrigley as a member of this
committee, until his resignation as a director on 31 December 2008,
as he has many years of experience in the industry and was able to
provide valuable input regarding suitable candidates for the Board.

The Nomination Committee considers that the current composition
of the Board is satisfactory to provide the proper governance,
administration and business counsel of the Company’s affairs. It will
continue to monitor the situation in 2010. -

The other significant commitments of each non-executive director
are required to be disclosed to the Board: prior to his appointment
and the Board is kept informed of subsequent changes to these
commitments.

The Terms of Reference of the Nomination Committee were
reviewed during the period and there were no significant changes
o these terms. ’



Remuneration Committee

Committee Chairman: BM Rose

Committee Members: R Eckelmann
RK Graham
M Ruettgers

Only non-executive directors served on the Remuneration )
Committee in 2009 although the Chief Executive Officer is normally
invited to attend meetings of this Committee.

The Remuneration Committee, which normally meets at least three
times a year, has the delegated responsibility:

» for making recommendations to the Board on the policy for
remuneration of executive directors and other senior management;

» for reviewing the performance of executive directors and senior
management; and ) )

» for determining, within agreed terms of reference, specific
remuneration packages for each of the executive directors and
senior management, including pension rights, any compensation
payments and the implementation of executive incentive schemes.

The Board is responsible for setting the remuneration of the non-
executive directors subject to the limits contained in the Articles of
Association. In accordance with the Remunération Committee’s
terms of reference, no director may participate in discussions
relating to his own terms and conditions of service or remuneration.
During the period since the beginning of 2009 the Terms of .
Reference of the Remuneration Committee were reviewed, revised
and approved by the Board. The revisions to these Terms of
Reference did hot fundamentally alter the role and responsibilities
of the Remuneration Committee.

During 2009, the business discussed and considered by the
Remuneration Committee included:

» review and discussion of feedback from meetings held with
shareholders and investor bodies which the chairman of the
Committee and another member of the Committee attended;
review of AGM voting guidelines, as issued by investor groups,
in respect of the notice of the 2009 annual general meeting;
approval of cash bonus payments in respect of 2008; )
assessment of the extent to which performance conditions had
been achieved for those performance share plan awards and
ExSOP awards which had been granted in 2006 and the
performance period for those awards concluded at the end of 2008;
review and approval that, for 2009, there would be no increases
in basic salaries for directors, senior management and all other
employees;

agreement of 2009 remuneration packages and setting of :
performance targets for 2009 performance-related remuneration
for directors and senior management;

negotiation and approval of remuneration packages for incoming
senior management;

A 4
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-

obtaining and reviewing comparative remuneration data from
external organisations; . ' :
» review of compensation structure for employees across the Group;
review and approval of long term incentive arrangements for
awards in 2009; _

review and approval of contingent share awards to employees,
other than executive directors and senior managers;

review and approval of cash bonus arrangements for all
employees;

review of the Company’s pension arrangements including the

* funding position of the defined benefit pension scheme;

review and updating of the Committee’s terms of reference;
review of best practice in remuneration policies; and
consideration of 2010 executive remuneration policy.

A4

v

-

-

v

v v

Further information regarding the activities of the Remuneration
Committee in 2009 is included in the Directors’ Remuneration
Report which is set out on pages 34 to 47.

Executive directors can accept external appointments as non-
executive directors of other companies and retain any fees paid to
them if such an appointment does not conflict with their duties to the
Company. Specific approval of the Board is required in each case.

Audit Committee
Committee Chairman: RK Graham
Committee Members: BM Rose
: ‘R Eckelmann
G Collinson

Only independent non-executive directors serve on the Audit
‘Committee and members of the Audit Committee have no links with
the external auditors. The Board considers that the members of the
Audit Committee have sufficient recent and relevant financial
experience to discharge its functions. Members of this committee
have considerable past employment experience in either finance or
accounting roles or comparable experience in corporate activities.
The Audit Committee normally convenes at least three times per
year and meets the external auditors at least twice a year with no
executive directors present. During 2009 the Audit Committee met
five times with the external auditors present at four of these meetings.

During the period since the beginning of 2009, the Terms of Reference
of the Audit Committee were reviewed, revised and approved by the
Board. The revisions to these Terms of Reference did not fundamentalty
alter the role and responsibilities of the Audit Committee.

The Audit Committee is responsible for, amongst other things, making
recommendations to the Board on the appointment of the external
auditors and their remuneration. The Audit Committée considers
the nature, scope and results of the auditors’ work and reviews (and
reserves the right to approve) any non-audit services that are to be
provided by the external auditors (see reference on page 28 to Policy

" on Use of External Auditors for Non-audit Services). On internal

controls, the Audit Committee participates in the risk review process

' and links this to the implications for internal controls assessment.
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The Audit Committee reviews the programmes of both the external
auditors and the internal audit function and findings therefrom.

It receives and reviews reports from management and the Group’s
auditors relating to the Group’s annual report and accounts.

The Audit Committee focuses particularly on compliance with legal .

requirements, accounting standards and the Listing. Rules and on
ensuring that the auditors have full access to accounting records
and personnel to enable them to undertake their work. The ultimate
responsibility for reviewing and approving the annual report and
accounts remains with the Board.

During 2009, the business discussed and considered by the Audit
Committee included:

the review of the Group’s preliminary announcement of the
financial results for the 52 week period ended 28 December 2008,
the 2009 half yearly financial report and the quarterly results
announcements prior to approval by the Board and their release;
the consideration and review-of the Group’s 2008 financial
statements and the 2009 half yearly financial report prior to
Board approval and reviewing the relevant external auditor’s
detailed reports;

monitoring the ongoing compliance with International Financial
Reporting Standards, as adopted by the European Union
(“adopted IFRS”) by the Group and by the Company;

the consideration and review of the appropriateness of the
Group’s and the Company’s accounting policies in accordance
with IFRS, in particular the adoption of IFRS 8 ‘Operating
segments’ (refer to note 3 of the financial statements);

the review and consideration of the accounting treatment and
disclosure of the exceptional charge in the Group’s financial
statements for 2009;

the review and consideration of the significant areas of
management judgement and estimate, in relation to financial
reporting matters, as summarised in note 26 to the financial
statements;

the consideration and review of compliance with legal
requirements and the Listing Rules and the Disclosure and
Transpafency Rules of the UK Listing Authority;

the review of key performance indicators;

the review and discussion of the proposals from the external
auditors and the internal audit function regarding their audit
programmes for 2009 with particular regard to the assessment
of internal systems and controls and assessment of the
adequacy of internal controls generally;

the approval of the audit fee and reviewing non-audit fees
payable to the Group’s external auditors;

the review of reports from management on the Grdup’s main
risks and the assessment and management of those risks
(including those arising from the global économic downturn);
the review of the reports from the internal audit and compliance
functions and the external auditors on the Group’s systems of.
internal control and its effectiveness, reporting to the Board on
the results of the review;

-

-

-
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the review of the appropriateness of the Group’s “whistle
blowing” policy by which staff of the Company may, in
confidence, raise concerns about possible improprieties in -
matters of financial reporting or other matters;

the consideration and review of non-audit services by the
external auditors in accordance with the policy regarding the
provision of those services; o
the monitoring and assessment of the independence of the
external auditors; and '

the review of the performance of the external auditors at the
beginning of 2009 which resulted in the Audit Committee
recommending that a resolution for the re-appointment of KPMG
Audit Plc as the Company’s external auditors be proposed to
shareholders at the annual general meeting in May 2009.

-

v

v

The Audit Committee has discussed with the external auditors their
independence and has reviewed the written disclosures received
from them as required by the Auditing- Practices Board’s International
Standard on Auditing (ISA) (UK and Ireland) 260 ‘Communication.of
Audit Matters to those Charged with Governance’.

During 2009, the Audit Committee reviewed the ‘Policy on the Use
of External Auditors for Non-audit Services’ which aims to monitor
the non-audit services being provided to the Group by its external
auditors. The purpose of this review was to consider whether the
policy continues to be appropriate or if any amendments to the
policy were required. No significant amendments were made to the
policy as a result of this review. This policy should ensure that non-
audit work is only undertaken by the external auditors when they
are the most suited to undertake it. Any non-audit work involving
expenditure of more than $30,000 requires approval of the
chairman of the Audit Committee. The policy specifically prohibits
the external auditors from: making management decisions for the
Group; being put in the role of advocate for the Group; or
conducting any other work which is prohibited by ethical guidance.
The amounts paid to the external auditors during the period for
audit and other services are set out in note 5 to the financial
statements on page 66. The amount of non-audit fées is not
significant overall and therefore it is considered that KPMG’s -
independence is not compromised.

The Audit Committee also monitors the arrangements by which
staff of the Gompany may, in confidence, raise concerns about
possible improprieties in matters of financial reporting or other
matters (“whistle blowing”). A policy was implemented and
communicated to all staff several years ago which details the
arrangements which are in place for the proportionate and
independent investigation of such matters and for the appropriate
follow up actions. This policy was reviewed by the Committee
during 2009 and is considered still to be appropriate. It is included
in the Staff Handbook and is available for reference to all
employees on the Company’s intranet.



Treasury Committee

The Treasury Committee is chaired by RK Graham and its other
members are: the Chief Executive Officer and the Chief Financial
Officer. This committee meets periodically, as required, and
provides a report to the Board-after each meeting. The Treasury

* Committee reviews the Group’s overall financial risk management
including specific areas such as: foreign exchange risk (and related
hedging policies); interest rate risk; credit risk and liquidity
management. The policies of the Group and the Company in these
areas are explained in note 21 to the financial statements on pages
91 to 98. The Treasury Committee reports to and makes
recommendations to the Board regarding these matters. During
2009, the Committee reviewed the Treasury Policy to ensure its
ongoing appropriateness and adequacy and considered the
hedging policy, as referred to in note 21 of the financial statements
on pages 91 and 92. i

Internal controt )

The Board has overall responsibility for the Group’s systems of
internal control and risk management and for monitoring their
effectiveness. The purpose of these systems is to manage, rather
than eliminate, the risk of failure to achieve business objectives,.
and provide reasonable assurance as to the quality of management
information and to maintain proper control over income,
expenditure, assets and liabilities of the Group with particular
reference to the risks identified. No system of control can, however,
provide absolute assurance against material misstatement or loss.

It should be noted that, in the context of the Disclosure and
Transparency Rules of the UK Listing Authority, section 7.1, the
Audit Committee reviews the: Company’s internal financial controls
and the Board of Directors is responsible for reviewing the wider
internal control and risk management system. )

The Board confirms that it has reviewed the effectiveness of the
system of internal control for the period under review and up to the
date of the approval of the financial statements.

The Board has established an internai control framework consistent
with the guidance issued by the Turnbull Committee. The Board
seeks regular assurance to enable it to satisfy itself that the
systems of internal control are functioning effectively and to ensure
that they are effective in managing risks. The key elements of the
systems of internal controls are as follows:

Control environment _

The Group has operational and financial controls and procedures.
These controls include physical controls, segregation of duties,
authorisation controls and reviews by management.

Risk identification .

The Board has established a process of identifying, evaluating and
managing the key commercial, financial and general risks facing the
Group’s business. This risk identification and review process has
been in place for the period under review and up to the date of
approval of the Annual Report and Accounts. The Board undertakes
a regular review to analyse how the key business risks are being
managed consistent with the strategy, objectives and activities of

Corperate Governance (continued)

the business and its risk profile. Regular meetings take place to
review the status of actions, procedures and controls aimed to
mitigate or manage the key business risks. The outcomes frorn
these meetings are reported to the Board on a regular basis. The
key business risks identified are taken into account by the Board
when assessing the Group’s internal controls.

Financial reporting and monitoring of operations

A detailed annual plan is collated from submissions by each
functional department. The plan is reviewed by the executive
directors and approved by the Board. The annual plan is monitored
on a-monthly and quarterly basis and is used to monitor and control
actual performance. Monthly financial information, including trading
results, a cash flow statement and operating expenses details are
presented and explained, in comparison to the plan, to the Board.
The trading and operating results, compared to the plan, for each
functional department are also reported to the Board each month.

The executive directors hold meetings on at least a weekly basis
with the senior managers to review business and financial
performance compared to the plan and forecasts and also to
discuss operational matters including order levels compared to
forecasts, product and project status and manufacturing statistics.
Relevant matters arising from these meetings are reported to the
Board by the respective members of the senior management team.
A balanced scorecard was used during 2009 to set specific
business objectives for the year, comprising both financial and non-
financial metrics, and to monitor performance across the business
against those objectives during each quarter in 2009.

Capital investment

Capital expenditure requiréments are assessed as part of the
annual plan. Strict authorisation processes are laid down for the
making of capital investment commitments against the plan.

Monitoring and corrective action

There are procedures in place to monitor the systems of internal
controls. These include the performance of internal audit
procedures which are aligned with the areas of key business risk.
The annual internal audit plan is reviewed and approved by the
Audit Committee. Reports of the findings and conclusions, from the
internal audit procedures, are reviewed by the Audit Committee and
the status of the-implementation of the agreed actions is monitored.
The Group.has a Quality Management System ‘QMS’, which
underwent reassessment, by BSI, in June 2009 and now conforms
to BS EN ISO 9001: 2008. This lays out the fundamentals required
to control all aspects of product development and delivery in
support of the Group’s business goals and customer satisfaction.
An integral part of the QMS is the phase review process for
delivering and monitoring the introduction of new products. Internal
audits are conducted to a documented schedule ensuring ongoing
compliance with the requirements of BS EN ISO 9001: 2008.
Man'agement review meetings are held on a regular basis to

- monitor the effectiveness of the BS EN ISO 9001: 2008 system.

Third party audits are conducted by British Standard Institution
to verify continued compliance with BS EN ISO 9001: 2008.
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Corporate Governance (continued)

Going concern .
The Group’s business activities, together with the factors likely to
affect its future development, performance and position are set out

in the Business Review and the Operating and Financial Review on

pages 4 to 19. The financial position of the Group, its cash flows
and liquidity position are described within the Operating and
Financial Review on pages 13 to 19. In addition, note 21 to the
financial statements includes the Group’s financial risk
management objectives; details of its financial instruments and
hedging activities; its exposures to credit and liquidity risk and its
objectives, policies and processes for managing its capital.

- The Group has considerable financial resources comprising, as at

3 January 2010: cash and cash equivalents balances of $14.5 million
and short-term deposits of $83.3 million, as well as an undrawn
committed multi-option facility of $30 million and this facility
expires in March 2011. The Group has no loans nor borrowings rior
complex financial instruments. The Group has established
relationships with a number of the leading global consumer
electronics manufacturers and integrated circuits developed by the
Group are designed into a range of the end products for these
customers (refer to Chairman’s Statement and Business Review on
pages 2 to 12). The Group continues to invest in the development
of new.innovative products, as explained in the Business Review
and Operating and Financial Review on pages 4 to 19. As a v
consequence, the directors believe that the Group is well placed to
manage its business risks successfully despite the current
uncertain genéral economic outlook.

The directors have reviewed the latest forecast results and cash
flow projections. After making enquiries, the directors have a
reasonable expectation that the Group and the Company have
adequate resources to continue in operational existence for the
foreseeable future. The financial statements for the 53 week period
ended 3 January 2010 have therefore been prepared on a going
concern basis. )

Communications with shareholders

The directors believe firmly in the importance of communication
with shareholders. In order to provide information regarding the
Group’s trading and financial performance on a regular basis,
the Company produces quarterly results announcements.

The Group also has a policy of maintaining an active dialogue with
institutional shareholders through individual meetings with these

"shareholders attended by members of the Board and their

participation in conference meetings.and calls relating to results
announcements. After these meetings the views of these
shareholders are reported to and discussed by the rest of the
Board. All non-executive directors are available to meet with major
shareholders if requested. M Ruettgers, BM Rose and RK Graham
met with most of the Company’s major shareholders during 2009.

During the period a regular dialogue has been maintained with
institutional shareholders, analysts and the financial press. Investor
relations and other information is published on the Company’s
website at www.wolfsonmicro.com.
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Shareholders who attend the annual general meeting (“AGM”) are
invited to ask questions and meet with the directors informally after
the meeting. The numbers of proxy votes cast in respect of each
resolution are announced after the resolution has been voted on.
Following the AGM in 2009, a summary of the proxy votes lodged
was published on the Company’s website. THe Company intends to
propose a separate resolution at the AGM in 2010 on each
substantially separate issue and, in particular, intends to propose a
resolution at the AGM relating to the Annual Report and Accounts
2009. The chairmen of the Audit, Remuneration and Ngmination
Committees are available to answer questions relating to the
Annual Report and Accounts at the AGM. Notice of the AGM and
related papers are sent to shareholders at least 20 working days
before the meeting.

Organisaticn and people

‘Our People

Our success depends upon our 400 skilled and motivated
employees around the world. So at the heart of our Human Resource
and Organisational Development strategies is being an employer of
choice. In return for our employees’ contribution to our success we
aim to provide them with a diverse and challenging environment.

An environment where they can be developed and rewarded and
one where they can excel and which they choose to be in.

Recruiting and retaining our people

We also aim to attract and retain the best available talent across
all of our functions and even more so when the economic outlook
is uncertain. In 2009 we have reinforced lines of communication
between our senior management team (the ‘Leadership Team’)
and all of our employees so we can provide constant updates
against the strategy and plans and gather feedback on
companywide activities. As a result of this, and the careful attention
and creativity we bring to the employee focused programmes, we
have particularly high retention with an annualised retention rate
of greater than 98%.

.In 2009 our graduate recruitment programme was expanded with

the highést number of graduates recruited in one intake in Wolfson’s
history from multiple universities and colleges. This reflects our desire
to diversify our employee base and refresh our talent pool, allowing
our current employees to move upwards within the organisation.

Towards the end of the fourth quarter of 2009, an employee opinion
survey was conducted whereby all employees were invited to
participate using a non-attributable on-fine questionnaire
administered by The HR Leadership Council, part of The Corporate
Executive Board. There was a high level of participation in this
survey with over three quarters of employees completing the
questionnaire. The results of this survey were analysed and
benchmarked against other similar sized companies in the hi-tech
sector. The results show high commitment to Wolfson of our
employees with engagement and retention indices being amongst
the highest scores. The overall results are being used to initiate
continuous improvement projects.



Developing our people .

Employee development activities in 2009 included the launch of
our Career Management Programme which has delivered a
comprehensive programme for career management. Career ladder
structures now exist for every function bringing clarity and insight
into the potential career progression both within function and by -
cross functional moves. The career ladders make it evident that
both a managerial and a technical career carry equal weight and
that following a technical career path also allows growth and
seniority. We have also implemented a behavioural (“competency”)
framework into our performance management programme which
sets very clear definitions about the types of behaviours we expect
from our employees; Focus, Accountability, Teamwork,
Communication @nd Innovation. The performance management
programme is directly linked to pay so that those employees who
are demonstrating the right behaviours and performing well can be
assured of rewards.

The Company is committed to developing quality leadership, -
technical and management capability. During 2009 we continued to
invest in the development of our people through our structured
management essentials programme and through focused
development activities to create high performing teams across a
number of our functions. Technical training also remains critical in
driving the development of our people supported by coaching and
mentoring programmes.

The Company continues to support professional development and

is currently supporting a.number of employees studying for

professional qualifications. The Company supports professional

qualifications and reimburses professional institution membership
fees where appropriate.

Rewarding our people

Our remuneration packages are, we believe, competitive and we
continually review this position by using appropriate salary survey
and market data which directly reflects the market in which we
operate. Our philosophy is very much to pay for performance. Our
“non-cash” recognition programme also provides our managers
with many other forms and types of recognition so they can reward
and motivate our people through one-off rewards, such as a
weekend break, vouchers for the cinema, dinner out with family.
Managers are encouraged to think about the reward ensuring that
the reward matches the employee’s interests.

Corpe rate Governance (contint ed)

Share ownership
The Company operates discretionary employee share schemes.
This includes the Company’s all employee share option scheme

" and also a contingent share award scheme which, although .

discretionary, are used to provide option grants or contingent share
awards to the Company’s employees. In 2010, subject to
shareholder and HM Revenue and Customs approval, the
Company plans to implement a Save As You Earn share option
scheme in which all UK employees should be eligible to participate.
In this way, the Company seeks to encourage the involvement of
employees in the Company’s performance. There is also-a
shareholding policy which is applicable to the executive directors
and senior management team, as described on page 39 in the
Directors’ Remuneration Report.
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Corporate Social Responsibility

Although the Company is accountable to its shareholders, it also
recognises that it has responsibilities to other stakeholders which
include employees (see pages 30 and 31), customers, suppliers,
and the local communities in which it operates. The Board accepts
its responsibility to be accountable to all stakeholders.

‘The Company is dedicated to supplying high quality products
* which meet the requirements of its customers in a manner
consistent with high environmental and ethical standards. These
principles form an integral part of the Company’s management
processes and operations throughout the world.

Environment

The Company’s policy is to behave in an environmentally
responsible manner, consistent with and in compliance with local
legislation and protocols. The Company requires its subcontractors
to have BS EN ISO 14001: 2004 certification, and to conform to the
Montreal Protocol for substances that deplete the ozone layer, and
to relevant local legislation to ensure control and/or elimination of
materials recognised as hazardous. Additionally the Company
recycles waste materials where possible and, where appropriate,
encourages its suppliers and / or subcontractors to do likewise.

The Company attained BS EN ISO 14001: 2004 certification in
2005. It has a mature environmental management system for
assessing, controlling and monitoring the potential environmental
impact of activities at the Company’s premises and at those of its
subcontractors. A programme of targets and objectives, subject to
periodic review, is in place to ensure continual improvement and to
prevent pollution. The Company has established an environmental
training procedure for relevant staff. The Company’s Environmental
Policy and Environmental Manual are available for reference by all
employees on the Company’s intranet. The Environmental Policy is
also available, on request, to the public.

The Company has adopted the Joint Industry Guide Standard,
JIG-101, an industry consensus on material bans, restrictions and
disclosures. The Company also reviews any customer requirements
beyond JIG-101 of which it is made aware. The Company requires
its subcontractors to demonstrate that they do not use what are
internationally considered to be harmful materials. All Wolfson
products are fully compliant with the EC Directive on Restriction of
Hazardous Substances, without any reliance on exemptions, and
are halogen-free as defined in IEC 61249-2-21. The Company
continues to receive enduiries from customers about whether

EC Regulation 1907/20086, concerning the Registration, Evaluation,
Authorisation and Restriction of Chemicals (‘REACH”), applies to
the Company’s products. It has been established that REACH does
not apply: the products are articles as defined by the Regulation,
and they contain no Substances of Very High Concern (“SVHCs"),
as defined, at present. The Company regularly reviews the REACH
list of SVHCs, in order-to be able to respond appropriately should
any additions to the list make this necessary, so as to ensure that
REACH continues not to be applicable. '
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The responsibility for the Company’s environmental policy and
ménagement has been delegated by the Board to the Chief
Executive Officer who reports back to the Board at least annually.
This includes the setting of the policies of the environmental
management system, its objectives and targets. The Vice President
of Quality is responsible for the implementation and maintenance of
the environmental management system in accordance with the

- requirements of BS EN ISO 14001; 2004. Management review

meetings are held on a regular basis to monitor the performance of
the environmental management system. Environmental reporting is
verified through audit procedures performed by the British

Standards Institution for compliance with BS EN ISO 14001: 2004. .

Ethical business practices

Wolfson is a fabless semiconductor company based in the UK with
subcontracted manufacturing operations overseas. The Company
aims to ensure that the products which it supplies are manufactured
by subcontractors to internationally recognised ethical and
environmental standards and laws, such as the Electronic Industry
Code of Conduct (EICC). The Company’s key suppliers must
confirm in writing that they meet these standards and laws.

All employees are expected to behave ethically when working for
the Company and this is reflected in the policies which are detailed
in the employee handbook. Ethical business practices are integral
to the Company and are reflected in the practices in relation to
recruitment, disciplinary matters and grievances.

- .In recent years, in line with the Company’s objectives, the Company
‘has enhanced its ethics policy which was communicated to all

employees. Employees concerned-about ethics within the
organisation are encouraged to raise their concerns with the
Human Resources department, their line manager or to follow the
guidance in the Company’s “whistle blowing” policy.

Wolfson is committed to the principle of equal opportunity in
employment and its internal procedures reflect this. The principle is
supported by the Company’s recruitment, disciplinary and
grievance procedures.

The Company recognises its legal responsibilities to ensure the well
being, safety and welfare of its employees and to maintain a safe
environment for visitors and any subcontractors while they are on
the Company’s premises. All staff are instructed on the Company’s
health and safety policy which can be accessed by all employees
on the Company’s intranet. The Vice President of Quality has

‘ responsibility, delegated by the Board, for the Company’s health

and safety matters.



Local Community .

The Company aims to make a contribution to the communities in
which it operates. The responsibility for community matters has
been delegated by the Board to the Chief Executive Officer within
agreed budgetary parameters. A community relations programme,
which includes proposed levels and categories of sponsorship and
charitable donations, was approved by the Board during 2009.
The principal elements are: education, sports and event
sponsorship, and employee charity matching.

The Company provides a scholarship programme for a number of
students at Edinburgh University during their engineering degree
courses and for postegraduate' research fellowshi\ps. As well as
providing financial support, the programme includes placements
for work experience and project work within the Company.

‘During 2009, the Company sponsored an exhibit in the Edinburgh '
International Science Festival aimed at raising children’s awareness
and interest in science. The Company has also committed to
funding events in 20 Edinburgh based schools run by Generation
Science for the'same purpose. The Company provides sponsorship
to employees who undertake fundraising activities for charities and
'supports community projects in which employees participate.

In 2009, the Group supported charitable and community activities,
including the scholarship programmes, with donations and
sponsorships totalling $313,000 (2008: $245,000).

Corporate $Social Responsibility (continu:d)
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Directors’ Remuneration Report

This report describes the current arrangements for the
remuneration of executive directors and senior management, as
agreed by the Remuneration Committee (“Committee”). The
arrangements for these aspects of remuneration in 2009 and the
remuneration policy for 2010 are included. This report also provides
the details of the remuneration of the non-executive directors, as
approved by the Board of Directors. The report has been prepared
on behalf of the Board by the Committee. In addition to meeting
statutory requirements, particularly the Companies Act 2006, the
Committee has aimed to comply with the best practice guidelines
in producing this report. .

Role of the Remuneration Committee

During 2009 the Remuneration Committee was comprised of

BM Rose (Chairman of the Remuneration Committee), RK Graham,
M Ruettgers and R Eckelmann. M Ruettgers is Chairman of the
Board of Directors of the Company and was independent upon his
appointment to the Board on 1 January 2008. All other members
of the Committee are independent non-executive directors of the
Company. The terms of reference of the Committee, which are
reviewed annually, are published on the Investor Relations section of
the Company’s website at www.wolfsonmicro.com. The Committee
meets at least three times a year and, as shown on page 26, there
were 7 meetings of the Committee held in the 53 week period
ended 3 January 2010. A list of some of the Committee’s activities
during the period is set out on page 27.

The principal role of the Remuneration Committee, as delegated by
the Board, is to establish the remuneration, and its composition,
for the executive directors and senior management team. In so
doing the Committee aims to ensure that the remuneration policy
supports long term growth in shareholder value, including the
implementation and achievement of the strategy of the Company
in @ manner that is consistent with the Company’s culture and risk:
appetite as agreed by the Board. The Committee therefore adopts
the following approach to key aspects of remuneration policy and
these were reviewed by the Committee during 2009:

Remuneration Philosophy

» Our objective is to offer remuneration packages that attract,
motivate and retain highly talented individuals to promote and
share in the future success of the Company. Packages are
structured to meet business needs and to focus employees on
their contributions to the achievement of the Company’s
strategic objectives and goals in a manner consistent with the
Company’s appetite for risk. In determining such packages and
arrangements, we give full regard to any relevant legal
requirements, the provisions and recommendations in the
Combined Code and the UK Listi'ng Authority’s Listing Rules and
associated guidance, including that from investor bodies.

We aim to offer a fair and proper reward for the efforts, skills and
performance of our people that is suitably structured to reflect
individual commitment, performance and level of responsibility.
Whilst basic salary is structured to be competitive, all variable
incentives are subject to performance requirements, thus aligning
outcomes with the long term interests of our shareholders. We are
happy to reward exceptional performance appropriately and

to have due regard to the individual’s seniority and role.

A4
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However, there.is no concept of being rewarded for failure.

Non performers are not rewarded through basic salary increases,
bonus or share schemes and are actively managed through a clear
performance management process either to improve or to exit.

» The Committee considers pay levels elsewhere in the Company

when determining directors’ remuneration. The Committee
considers total expected remuneration and its shape as the
basis for reviewing remuneration packages, rather than targeting
their components. Remuneration packages for executive directors
and senior managers are reviewed annually by the Committee.
For executive directors and senior managers, the Committee
thinks it appropriate to set demanding and longer term performance
requirements in line with the Company’s strategic objectives;

and that long term incentives should be a greater part of their
remuneration as they are in a position to influence long term
performance to a much greatei' extent than more junior colleagues.

A4

Principles for short term performance-related remuneration

» We aim to judge performance of our people through a mixture
of metrics using a balanced scorecard approach, to target our
strategic objectives, and by the application of an open and fair
appraisal scheme for all employees. Our compensatioh and
benefit programmes are designed to motivate desirable
employee behaviours, actions and results with a view to aligning
interests with those of our shareholders. The metrics we use are
a mixture of challenging financial targets and non financial ones,
such as product development, customer satisfaction etc. .
However, the more senior an individual in the Company the
higher the proportion of variable pay that is dependent on
meeting financial metrics. We are very aware of the Company’s
need to be profitable and consider carefully the affordability of
incentives and the setting of appropriate amounts and
conditions. We also take great care to ensure that our targeting
is consistent with the Company’s desired level of risk.

Policy for remuneration on appointment
» The default position for any starter or retention paékages for
executive director and senior manager positions is that any
discretionary up front awards are linked to the performance of
the Company-over at least a required three year period and are
expressed in shares. This may be varied in difficult recruitment
conditions.

Policy for remuneration on termination or severance

» For the executive directors, as stated on page 39, contractual
notice periods are 12 months and for the senior management
team they range from 6 to 12 months depending on role.
The Committee considers and, if appropriate, approves any
severance packages relating to executive directors or senior
managers. In so doing we have agreed a policy of notice
payments commencing from the date of resignation.
Consideration of a payment in lieu of notice is only made where-
it is at the Company’s request that the employee does not
require to work their period of notice. Where discretion may be
applied to payments we pro-rate for time and performance
conditions, and also restrict any payments to a maximum of
100% of salary, unless legal or contractual considerations
dictate otherwise. For bad leavers (as defined under the relevant
scheme rules) all unvested long term incentive plan (“LTIP”)

-



awards shall lapse, subject to the scheme rules. It is at the
discretion of the Remuneration Committee, subject to the
relevant scheme rules, to determine whether the share-based
awards (which are deemed to have vested in the circumstances)
are transferred to a.“good” leaver as soon'as practicable or left
in place until the end of the original performance period for the
LTIP award. ’ :

Shareholding policy

» We would like all our senior managers to become shareholders
in the Company to align further their interests with those of
shareholders. Our shareholding policy will be strengthened in
2010 to make it more effective by encouraging executive directors
and senior managers to build up, over some time, and to maintain
a holding of shares in the Company to the value of 100% and
50%, respectively, of salary. This should be achieved by the
retention of 50% of the net shares from vested LTIPs, from the
2010 LTIP awards onwards. We are also reviewing methods of
encouraging wider ownership of the Company’s shares by more
junior colleagues (refer to page 31 for further details).

- Other remuneration policies
» We approve the key elements for the remuneration policies v
elsewhere in the Company. In so doing we review the consistency

of remuneration levels between different grades, as well as being

fair in relation to the external environment, and the actions of
competitors. All bonus schemes in the Company, with the
exception of our sales team, are comprised of the same metrics
based on a balanced scorecard approach, but potential payouts
vary by grade of employee. '

The remuneration of non-executive directors (excluding that of
the Chairman) is a matter for the Chairman and the executive
members of the Board. No director or manager is involved in any
decisions about his own remuneration.

-

Advisers to the Committee

During 2009 PricewaterhouseCoopers advised the Committee
about remuneration practices and trends in the UK and elsewhere.
The Committee also obtained a variety of remuneration reviews,
surveys and data (including: Towers Watson and the annual reports
of similar and competitor companies) to inform itself of
remuneration practices for executive and other positions of similar
and competitor companies. Pinsent Masons also advised the
Committee during the year in relation to the all employee
contingent share award scheme. The Committee was also advised
by the Company’s Chief Executive Officer, Chief Fihancial Officer,
and the Vice President of Human Resources, but the areas covered
did not relate to these individuals’ own remuneration. The Corhpany
Secretary also attends meetings of the Committee in the capacity
of secretary to the Committee.

A local office of PricewaterhouseCoopers also provides accounting
and payroll services to one of the Company’s overseas branch offices.

Communication with shareholders and investor bodies

In early 2009 and 2010, the Remuneration Committee Chairman
and another member of the Committee met with the Company’s
larger shareholders and investor bodies to describe the

" Directors’ Flemuneration Report (continuad)

remuneration arrangements and policies which were proposed for
2009 and 2010, including the proposed long term incentive scheme
arrangements and type of performance metrics proposed to be
applied to those awards. The meetings which were held in 2010,

to discuss the proposed executive remuneration policies for 2010,
have meant that these. proposais have been discussed with more
than 50% of the shareholders, by value. In addition, the main
elements of the policy for executive remuneration in 2009 were
disclosed and explained in the Directors’ Remuneration Report
which was contained in the Annual Report and Accounts 2008.

Policy for executive remuneration in 2010

Executive remuneration in 2010 will consist of a combination of
basic salary, a cash bonus scheme, a long term share-based
incentive scheme, pension and benefits in kind. The basic.salary
will be the only pensionable portion of the remuneration package.

Basic salary .
For 2010, the Committee has reviewed the level of basic salaries
for the executive directors and senior management. The Committee
considers: Group performance; the level of salaries in comparable
companies in the hi-tech sector; market conditions; the level of
increase awarded to employees throughout the business; and the
individual performance of executive directors and senior managers.
The Committee has concluded that, firstly, where basic salaries for
these executives fall below a competitive market position, then this
will be addressed. The Committee has also determined an overall
budget of approximafely 3% to increase the basic salaries for

- executive directors and senior managers in 2010.

Cash bonus S

The cash bonus scheme for 2010 will be capped at 100% of basic
salary except for JM Hickey where the cash bonus will be capped
at 200% of basic salary. On target performance will result ina
bonus of 50% of basic salary except for JM Hickey where on target
performance will result in a bonus of 100% of salary. The targets
will be challenging financial and corporate non-financial
performance targets which are the same as those performance
targets set for all of the Group’s employees (except for the sales
team) and again has a balanced scorecard approach. The

* additional bonus arrangement for M Cubitt, in respect of cash

management for 2009, will not be repeated'in 2010.

Long term incentive scheme

The long term share-based incentive scheme will comprise a
combination of market value share options 1o be awarded from
The 2003 Wolfson Microelectronics.Executive Share Scheme and
contingent share awards under The Wolfson Microelectronics 2006
Performance Share Plan (PSP). The awards under the long term
incentive scheme will be equivalent to a maximum of 100% of
relevant salary with 60% of the award comprising market value

- share options and 40% of the award comprising contingent share

awards under the PSP. These are the same proportions as applied
to the long term incentive scheme awards in 2009 and these are
considered by the Committee to remain appropriate.
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Directors’ Remuneration Report (continued)

The 2010 awards will be subject to performance conditions, over a
three year period, relating to a revenue target for the share option
awards and to a gross profit target for the PSP awards. The
Committee has set-demanding targets for each of these metrics
which have been set at a level that is greater than thd current
analysts’ consensus for 2012. The targets will be met if, in any
consecutive four quarters during the three year period, the audited
results for that period exceed the target set. These metrics were
chosen because they are-the key objectives under our strategic
plan. The management team has a clear line of sight to the metrics
and manages them actively. The Board considers that success in
achieving these metrics will create enhanced shareholder value.
The Company is going through a transformational process and the
Board feels it is appropriaté, during this period, to recognise

strategic success should it happen earlier in the three year period, -

and considers such an outcome to be in shareholders’ interests.
It will also have the advantage of creating value in the LTIPs. of our

-top team, and be highly motivational to them after some years of

low payouts on bonus and LTIP schemes. The Committee has
taken the discretion to review the payment of the award at the end
of the three year period in the light of the underlying performance
of the Company at that time.

Deferred Annual Bonus Scheme

It is proposed that a deferred annual bonus scheme be introduced
in 2010. Under this scheme if executive directors and senior
management invest up to 50% of the net proceeds of the annual
bonus scheme in Wolfson shares, and hold them for three years,
then the Company will match these shares 1:1 on a gross basis

- subject to a demanding performance metric. In 2010 this metric

will be the same as for the 2010 PSP scheme as outlined above.

Policy for executive remuneration in 2009

The remuneration package for executive directors and the senior
management team consisted of a combination-of: basic salary; a
cash bonus scheme; a long term share-based incentive scheme,
pension and benefits in kind. In 2009 the long term incentive
scheme comprised The 2003 Wolfson Microelectronics Executive
Share Scheme (Executive Share Options) and The Wolfson
Microelectronics 2006 Performance Share Plan (PSP). Basic salary
was the only pensionable. portion of the remuneration package.

For JM Hickey, 73% of the total potential remuneration package in
2009 was performance related and for M Cubitt 67% of the total
potential remuneration package in 2009 was performance related.

The directors’ salaries, bonuses and benefits in kind for 2009 are
shown in the tables on pages 42 and 43.

Basic salary ‘

The basic salaries for executive directors are reviewed annually and
any change to salary is normally effective from the beginning of the
Company'’s financial year. The Committee takes into consideration
a range of factors when reviewing salaries such as: Group
performance, level of salaries in comparable companies in the hi-
tech sector, market conditions, the level of increase awarded to
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employees throughout the business and the individual performance
of individual directors. Current annual salaries for executive
directors are shown in the tables on pages 42 and 43.

For 2009, in view of the adverse general economic environment
and market conditions facing the Company at the time of the 2009
salary review, the Committee recommended that there would be
no basic salary increases. This was approved by the Board and it
applied to all employees and to the Board, including executive
and non-exetutive directors.

Cash bonus

The cash bonus in 2009 was discretionary and non-pensionable
and applied to the Group’s executive directors and senior
management team. On target performance would result in a
payment of a bonus of 50% of salary to each participant in the
senior management team with a sliding scale of payments around
this figure according to the performance actually achieved. For JM
Hickey, on target performance would result in a payment of a bonus
of 100% of basic salary. The overall cash bonus payment is
normally capped at one times salary for each participant other than
for JM Hickey which is capped at two times basic annual salary.

In view of the adverse general economic and market conditions
experienced towards the end of 2008 and in existence in early

2009 when the cash bonus arrangements for that year were being
finalised, the Committee concluded that it was appropriate to
implement different metrics for the cash bonus scheme, compared
to those applicable for the 2008 scheme, which were more closely
aligned to the Company’s short-term objectives. As explained in the
Business Review section of the Annual Report and Accounts 2008,
the key operational focus areas for the Company in 2009 were:

» to deliver new compelliing products to our customers;

¥ to seek to maximise the return on investment from all the core
platform intellectual property which the Company develops;

» to maximise financial performance through disciplined
discretionary spend and gross margin control; and

» to maintain the Company’s cash position.

The metrics were therefore a mixture of financial and appropriately
challenging business performance targets and follow a balanced
scorecard approach with each metric-having a relative weighting
attached to it. The target for each metric was set, due to the
dynamic nature of the business, in respect of each quarter in the
financial year. The weighting of the financial to non-financial
measures was reviewed at the half year and the weightings altered
for the second half such that the financial measures represented a
higher proportion in the second half of the year. Achievement of the
on target financial measures would have resulted, for the first half of
the year, in a cash bonus equal to 40% of the on target percentage
for that period and that was increased to 50% of the on target
percentage for the second half of the year.



The targets for each metric were identical to those applied for the
cash bonus arrangements for all other employees in the Group
(with the exception of the sales team). The cash bonus becomes
payable if a minimum threshold for each measure is achieved in
the quarter. Once that threshold is achieved the amount of bonus
payable, on a sliding scale, is dependent upon the extent to which
the actual performance compares to the target for that period.

The financial performance measures were: revenues, gross margin
and overhead costs. In total, for the year as a whole, the financial
performance measures were only partially achieved to the extent
of 20% of the on target percentage (that is a payment of 10% of
salary for M Cubitt and the senior managers, or 20% in the case
of JM Hickey).

The corporate performance targets, which were the same for each
participant, and also for the basis of the all employee bonus
arrangements (except for the sales team) were assessed as
appropriately challenging and included non-financial measures
such as new product introductions, IP development and design-ins.
Each corporate performance target was also set for each quarter in
the financial year-and had a relative weighting attached to it. There
were no personal objectives included as performance measures for
the purposes of the cash bonus arrangements in 2009 for the
executive directors and senior managers. In total, for the year as

a whole, the non-financial performance measures were partially
achieved to the extent of approximately 36% of the on target
percentage (that is a payment of 18% of salary for M Cubitt and
the senior managers, or 36% in the case of JM Hickey). '

Although the targets are set, measured and monitored on a
quarterly basis, the cash bonus payments, in respect of 2009, to
the executive directors and senior management team are not paid
until after the year end, following the announcement of the audited
financial results for 2009.

As explained in the Directors’ Remuneration Report contained in
the Annual Report and Accounts 2008, in addition to the cash
bonus scheme outlined above, and in view of the general economic
conditions and the importance of cash management and cash
generation for the Company, the Committee considered it
appropriate to have an additional cash bonus arrangement for

M Cubitt in 2009. This consisted of an additional entitlement to
7.5% of basic salary each quarter in 2009 if the Group was cash
generative in the quarter (compared to the total cash and short-
term.deposits balance at the end of 2008), with such cash bonus
amounts achieved being paid to M Cubitt in early 2010, subject to
the overriding proviso that the Group was cash generative for the
full financial year in 2009. The Group’s cash and cash equivalents
and short-term deposits balance at the end of 2008 was $92.2m.
The Group was cash generative in each quarter (in accordance with
the definition in the terms of this arrangement) with the total cash
and short-term deposits balance, as reported in the quarterly
results anhouncer_nents in 2009, at the end of each quarter béing:
quarter one: $97.8m; quarter two: $100.7m; quarter three: $100.3m.

Directors’ Fiem ineration Report (continu zd)

As shown in the audited consolidated balance sheet on page 51,
the balance at the end of quarter four 2009 was $97.8m. The
outcome of the measures for this additional bonus for M Cubitt
were such that he is entitled to receive an additional cash bonus
equivalent to a total of 30% of basic salary which is included in the

" tables on pages 42 and 43 and will be paid to M Cubitt following

the preliminary announcement, on 9 February 2010, of the audited
financial results for 2009. There is no additional cash bonus
arrangement proposed for M Cubitt-in 2010.

The Committee has undertaken a formal and rigorous process to
assess the achievement compared to the corporate performance
targets. This review has resulted-in, for the executive directors, an
amount payable under the cash bonus arrangements in 2009 to

JM Hickey and to M Cubitt as set out in the tables on pages 42
and 43. The amount comprises approximately 56% of base annual
salary. for JM Hickey and approximately 58% of base annual salary
for M Cubitt (which consists of 28% from the Company cash bonus
scheme for 2009 and 30% from the additional cash bonus
arrangement in 2009, as described above, for M Cubitt).

Long term incentive scheme

it was stated in the Directors’ Remuneration Report contained-in
the Annual Report and Accounts 2008, that the long term incentive
scheme for 2009 would comprise a combination of market value
share options, from the existing executive share option scheme,
and contingent share awards under the PSP. In that report it was
explained that meetings were held by the members of the
Committee and the Company’s major shareholders which included
an explanation of this LTIP arrangement and the proposed metrics.
The awards under the long term incentive scheme in 2009 were
equivalent to a maximum of 100% of relevant salary with 40% of
the award comprising contingent share awards under the PSP and
60% of the award comprising market value share options. These
awards are subject to performance conditions, over a three year

. period, relating to share price growth and cash generation

performance of the Group. These metrics are considered to be
appropriate by the Committee; in view of the general economic
conditions which were facing the Company at the time that these
awards were granted. Further details of the performance conditions
set in relation to awards made in 2009 are set out on page 38.

As reported and explained in the Directors’ Remuneration Report
contained in the Annual Report and Accounts 2008, the Committee
considered that it was appropriate, as part of its process to finalise
the policy for executive remuneration for 2009, to review the relative
weightings of the combination of PSPs to share options. As a result
of that review the Committee recommended that the proportion of
the long term share-based incentive scheme award to be delivered
as contingent share awards under the PSP should be increased

to 40%, from the 25% weighting used in 2006 and 2007, in order
to motivate and retain key executives given current equity

market conditions. ’
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Executive Share Options

The primary purpose of the executive share options is to align the
executive’s interest with those of shareholders and to reward the
executives for a strong performance by the Company. In 2009, the
executive directors and senior managers were awarded market
value share options exercisable (if and to the extent that performance
conditions are met) in 2012 equal in value, at date of grant, to 60%
of their basic annual salary. No amounts were payable by the
executive directors and senior managers on the grant of these
share options. The exercise price of those share options was set,
in accordance with the rules of the share option scheme, based on
the market value of the Company’s shares averaged over the three
business days prior to the date of award. The details of the share
options granted to the executive directors in 2009 are given in the
table on page 47.

The share options granted to executive directors and senior
managers in 2009 under the LTIP arrarigements are exercisable to
the extent that the share options vest based on the satisfaction of
performance conditions which are measurable over a three year
period. Performance is measured over the three financial years 2009
to 2011. The proportion vesting will be decided by reference to the
Company’s share price growth, over a threshold level, and also by
reference to the preservation of the Group’s cash and cash
equivalents and short-term deposits balance in the three year period.

50% of the maximum share options granted will vest if the
Company’s share price appreciates, from the share price on the
date of the preliminary announcement of the 2008 financial results,
by more than 50% over a period of at least five consecutive
business days within the performance period. The “share price” is
the middle market quotation, for the Company’s ordinary shares,
from the Daily Official List of the London Stock Exchange. =

50% of the maximum share options granted will vest if the cash
and cash equivalents and short-term deposits balance, as reported
in the audited balance sheet of the Group for.each of the financial
years 2009, 2010 and 2011, is at least equal to the balance of cash
and cash equivalents and short-term deposits reported for the
Group at the end of 2008, being $92.193 million. The cash and cash
equiVaIents and short-term deposits balance for this performance
measure is the total balance of cash and cash equivalents and
short-term deposits, net of any debt, as repor’céd in the audited
consolidated balance sheet of the Group. This balance is subject to
adjustment, if deemed appropriate by the Committee, for receipts
and / or payments in the relevant period which are outside the
normal course of the Group’s and the Company’s trading operations.

PSP

The primary purpbse of the PSP is to retain and motivate key
executives. On 19 March 2009, contingent share awards were

- made to each executive director and other members of the senior

management team as part of the long term incentive arrangements

* for 2009. No consideration was paid for an award. The value of the

award, on the date of grant, was equivalent to 40% of the
individual’s basic annual salary. Details of the awards made to the
executive directors are set out on page 43.
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A participant will derive the whole value of shares finally determined
as vesting under the PSP. Performance is measured over the three

financial years 2009 to 2011. The proportion vesting will be decided

by reference to the Company’s share price growth, over a threshold
level of growth and also by reference to the preservation of the,
Group’s cash and cash equivalents and short-term deposits
balance in the three year period. '

50% of the maximum PSP award will vest if the Company’s share
price appreciates, from the share price on date of the preliminary
announcement of the 2008 financial results, by more than 50%
over a period of at least five consecutive business days within

the performance period. The “share price” is the middle market
quotation, for the Company’s ordinary shares, from the Daily Official

‘List of the London Stock Exchange.

The other 50% of the maximum PSP award will vest if the cash and
cash equivalents and short-term deposits balance, as reported in
the audited balance sheet of the Group for each of the financial
years 2009, 2010 and 2011, is at least equal to the balance of cash
and cash equivalents and short-term deposits reported for the '
Group at the end of 2008, being $92.193 million. The cash and
cash equivalents and short-term deposits balance for this
performance measure is the total balance of cash and cash
equivalents and short-term deposits; net of any debt, as reported in
the audited consolidated balance sheet of the Group. This balance
is subject to adjustment, if deemed appropriate by the Committee,
for receipts and / or payments in the relevant period which are
outside the normal course of the Group’s and the Company'’s
trading operations. C

Long term incentive scheme arrangements in previous years
In summary, long term incentive scheme arrangements in the years
2007 to 2009 have consisted of:

Composition of the LTIP arrangements for

Financial
year the financial year
2009 60% of LTIP was market value share options
40% of LTIP was contingent share awards under the PSP
2008 100% of LTIP comprised contingent share awards
under the PSP
2007 25% of LTIP was contingent share awards under the PSP
" 75% of LTIP was ExSOP awards
PSP

Details of the awards made to executive directors in 2007 and in
2008 under the PSP are set out on page 43.

ExSOP )

In"2006 and in 2007, part of the long term incentive scheme for
executive directors and senior management comprised awards
under The Wolfson Microelectronics Group Executive Shared
Ownership plan (‘ExSOP”). The details of these awards are set
out on pages 44 and 45. .



Share options

In years prior to 2006, the long term incentive arrangements
“comprised only share options which were awarded by the
Company to executive directors and the senior management team.
The awards of options in each year are summarised below:

Awards in 2008: No share optlons were awarded to executive
-directors in 2008.

Awards in 2007: No share options were awarded to executive
directors in 2007 other-than to the then-serving Chief Executive
Officer who was awarded share options instead of the ExXSOP
award (as the ExSOP is intended for executives who are solely UK
tax payers and the then-serving Chief Executive Officer was subject
to both UK and US tax).

Awards in 2006: None of the current executive directors were
employed by the Company at the time of the 2006 share option
awards. No share options were awarded to executive directors in
2006 other than to the then-serving Chief Executive Officer who
was awarded share options instead of the ExSOP award, as
explained above.

Previous awards: None of the current executive directors were
employed by the Company at the time of the share option awards,
from The 2003 Wolfson Microelectronics Executive Share Scheme,
in 2004 and in 2005.

Share options awarded to executive directors and senior managers .

in prior years were subject to performance requirements measured
over a three year period.

Share ownership policy

As explained on page 35, executive directors and senior management
are being actively encouraged to build up holdings, over some time,
of 100% or 50% of salary respectively in Wolfson shares and, in
particular, to invest 50% of the net shares from vested LTIPs, from
the 2010 LTIP awards onwards, until this is achieved.

Dilution

The Committee ensures that the aggregate of all share-based *
awards, using new issue shares, does not exceed the guidelines
set out by the Association of British Insurers. These suggest that
the number of awards granted in respect of all share-based
schemes should not exceed 10% of the current issued share
capital in any rolling ten year period. The number of awards granted
in respect of executive discretionary schemes should not exceed
5% of the current issued share capital in the same period.

The rules of each of the Company’s discretionary share option
schemes (executive and all employee) in effect since its flotation
contain a limit of 10% of the issued ordinary share capital on the
shares over which rights to subscribe for new shares may be
granted in a rolling period of 10 years. The rules for each of the
PSP and ExSOP schemes contain a similar limit-and also a 5%
limit over a 10 year period for these executive discretionary schemes.

Awards granted during the period from 21 October 2003 (the date
of the Company’s flotation) to 3 January 2010 under all the
Company’s discretionary share option and share-based schemes,
where these will be satisfied using new issue shares, are within the
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applicable limits. The PSP, ExSOP and all employee contingent
share awards made to date and certain employee share option
awards are being satisfied by shares purchased in the market by
the employees share trusts. ’

Pensions

The Company operates two pension schemes, one being a defined
benefit sqhemé and the other being a defined contribution scheme.
The former was closed to all new entrants after 2 July 2002. None
of the current directors is an active participant of the Company’s
defined benefit scheme which provides benefits based on final
pensionable pay 1/60th per year of employment. The current
employer contribution rate is 15.4% and 6% is contrlbuted by
each participating employee.

As explained in the Directors’ Remuneration Report for 2006, with
effect from 5 April 2008, AD Milne became a deferred merriber of
the defined benefit scheme and the Company ceased to make
contributions to the scheme on his behalf.

JM Hickey and M Cubitt are members of the Company’s Group
Personal Pension Plan, a defined contribution pension scheme.
The Company currently matches employee contributions up to a
maX|mum of 6% of basic salary.

Service contracts

The Company has entered into sefvice contracts with each of its
executive directors none of which is for a fixed term. Such contracts
are terminable by either party giving not less than 12 months’
notice. The Company may in its absolute discretion terminate the

employment of any of the executive directors at any time by making:

a payment in lieu of notice equivalent to the director’s basic salary
over any unexpired period of notice.

" Details of the service contracts currently in place for executive

directors who have served during the 53 week period ended
3 January 2010 are as follows:

Date of contract

6 September 2008
- 20 December 2006

JM Hickey
M Cubitt

DA Shrigley resigned as a director on 31 December 2008 and his
service contract, dated 15 December 2006, terminated on that date.

Executive directors can accept appointments as non-executive

directors of other companies and retain any fees paid to them if
such an appointment does not conflict with their duties to the
Company. Specific approval of the Board is required in each case.

DA Shrigley, who resigned as a director of Wolfson Microelectronics
plc on 31 December 2008, was also a non-executive director of -
Rambus, Inc. (a company listed on NASDAQ). None of the other
executive directors served as non-executive directors of other public
companies during the 53 week period. As DA Shrigley was only a
director of Wolfson Microelectronics plc for three days in the 53
week period ended 3 January 2010, the Company has not sought,
for disclosure purposes, to apportion his remuneration for his non-
executive bdirectorship of Rambus, Inc. for that three day period.
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Non-executive directors

Appointment

Each of the current non-executive directors has entered into an
agreement setting out the terms of his appointment with the
Company. The dates of the terms of appointment that are currently
in place for non-executive directors who have served during the
53 week period ended 3 January 2010 are as follows:

Date of terms of appointment

25 September 2003

Remuneration

The remuneration of the non-executive directors is determined by
the Board. The non-executive directors do not participate in
discussions about their own remuneration. Non-executive directors’
fees are designed to be of a level to attract good quality candidates
to the Board and to reflect the time commitment of directors. Fee
levels are reviewed yearly and are set within the aggregate limits
contained in the articles of association of the Company.

M Ruettgers’ fee as Chairman of the Board is £85,000 per annum.
Each of the other non-executive directors receives a fee of £31,500

RK Graham per annum. The chairmen of the Audit and of the Remuneration
BM Rose 25 September 2003 . Committees each receive an additional £5,000 per annum.
R Eckelmann 1 November 2004 Members of these Committees receive an annual fee of £3,000
M Ruettgers 9 November 2007 per committee membership, and the Senior Independent Director
AD Milne 1 December 2007 received an additional £3,000 per annum.

(effective 9 November 2007)
G Collinson 18 August 2008 All fees are non-pensionable and there is no other remuneration

{signed on 22 August 2008)

The letters of appointment are for a fixed term of three years.

R Eckelmann’s appointment has been extended until 31 October
2010 and, in 2008, BM Rose’s appointment was extended until
22 November 2010. In 2009, RK Graham’s appointment was
extended until 24 September 2012.

Alf of these agreements state that either party may terminate the
appointment at any time by giving to the other not less than one
month’s notice. Each non-executive director’s appointment may be
terminated at any time without compensation in accordance with
the Company’s articles of association or the Companies Act 2006
or if the shareholders of the Company fail to re-elect him as a director..
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save that the Company meets allowable expenses incurred on
Company business.

Performance graphs )

The following graph charts the total cumulative shareholder return

of the Company over the past five years, compared to the FTSE
All-Share index, Techmark index and the FTSE Technology Hardware
and Equipment index. The FTSE All-Share index is a broad equity
market index but, given the Company’s technology credentials, the
Techmark index or the FTSE Technology Hardware and Equipment
index could be considered more relevant as a comparator. '
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Directors’ shareholdings
The interests of the directors who were serving as at 3 January 2010 in the Company’s ordinary shares of 0.1 pence, which excludes
interests under the share option schemes, are set out below:

. At ' Shares Shares . At

29 December 2008 - acquired disposed 3 January 2010

Number of * Number of Number of Number of

ordinary ordinary ordinary . ordinary

shares** shares shares © " shares*™

M Ruettgers ' ’ 600,000 ‘_ - - 600,000
JM Hickey - . 71,729 90,000 (71,729) **90,0:)0
AD Milne . 3,339,147 ) - (250,000) 3,089,147
M Cubitt . . ' 95,707 ' - - 95,707
BM Rose 38,809 - - 38,819
RK Graham "1 68,928 - (63,800) *105,1:28
R Eckelmann ) - 30,000 - (20,000} 10,000
G Collinson ' ) i - - - -
4,344,320 . 90,000 -(405,529) 4,028,711

* Of these ordinary shares at 29 December 2008: 105,128 are held in the name of RK Graham and 63,800 are held by a trust in which RK Graham is a Trustee and has a third beneficial
interest. The trust sold, as the trust was being closed, the 63,800 shares during 2009 and therefore the 105,128 shares as at 3 January 2010 are held in the name of RK Graham.
Another trust of which RK Graham is a trustee, but not a beneficiary, purchased a total of 22,241 of the Company’s ordinary shares in the 53 week period ended 3 January 2010.
These shares are not included in the table above as RK Graham does not hold a beneficial interest in those 22,241 ordinary shares.

** Of these ordinary shares, 45,000 are held by JM Hickey and 45,000 are held by JM Hickey’s wife.
*** Excluding ExSOP shares, the relevant directors’ interests in ordinary shares at 29 December 2008 were: M Cubitt — 55,000. The other directors do not hold an interest in shares
under the ExSOP.
**** Excluding ExSOP shares, the relevant directors’ interests in ordinary shares at 3 January 2010 were: M Cubitt — 55,000. The other directors do not hold an interest in shares under
the ExSOP.

The deferred share award made to JM Hickey on 25 September 2008 (refer to page 45) and also the awards made under the PSP (refer to
page 43) are not aggregated with existing shareholdings of directors because they are subject to a vesting period and/or satisfaction of
performance conditions.

Directors’ potential interest i in shareholdings of employee share trusts

In addition to the interests disclosed above, all the executive directors are potential beneficiaries of The Wolfson Microelectronics No. 1
Employees Share Trust and The Wolfson Microelectronics No. 2 Employees Share Trust. They are therefore treated as having the following
interests in the shares held by those trusts as at 3 January 2010:

1

Each executive director is interested, as the beneficial co-owner of such shares under the ExSOP, in the following number of shares:
M Cubitt 40,707
JM Hickey nil

2 Each executive director is interested as the holder of an award under the PSP and also, in the case of M Hickey, of a deferred share

award in the following number of shares:

M Cubitt 213,184
JM Hickey . 534,983

3 Each executive director is interested, as a member of the class of potential beneficiaries of The Wolfson Microelectronics No. 1

Employees Share Trust, in 4,411,424 shares.

4 Each executive director is interested, as a member of the class of potential benef|0|ar|es of The Wolfson Microelectronics No. 2

Employees Share Trust, in 645,037 shares.

As at 8 February 2010, there had been no changes in the above shareholdings.
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individual aspects of remuneration

" The auditors are required to report on the information contained in this section of the report.

Directors’ emoluments

The emoluments in respect of qualifying services of each person who served as a director during the 53 week period ended 3 Januafy 2010
were as shown below. Note that these amounts are expressed in US dollars, the Group’s functional and reporting currency, though actually
paid in sterling and converted at the average exchange rate used in the 53 week period ended 3 January 2010.

Directors’ emoluments (US dollars}

. Salary /
Salary / Total’ _fee - Total
fee Bonuses - Benefits Other 2009 2008 2008
$000 $000 $000 $000 $000 _ $000 . $000
Executive directors
JM Hickey* : ' 413 236 42 R 691 139 459
M Cubitt ) 278 164 17 - 459 329 407
) Non-executive directors
M Ruettgers ' 135 - - - 135 160 160
AD Milne v i 50 - - - e 50 ) " 59 59
BM Rose. 68 - - - 68 78 78
RK Graham v 63 - - - 63 73 73
R Eckelmann 60 - - ' - 60 69 69
G Collinson 55 } N - - 55 19 19
Former executive director ‘
DA Shrigley** ‘ - ' - ' - - - \ 478 1,649

Totals’ 1,122 ) 400 .59 ‘ - 1,581 1,404 2,973

*. JM Hickey was appointed as a director and as CEO Designate on 8 September 2008. He became CEO with effect from 1 January 2009.
** DA Shrigley resigned as a director and stepped down as CEO on 31 December 2008. Page 46 refers to the leaving arrangements for DA Shrigley which were disclosed in the Annual
Report and Accounts 2008 and the total amounts receivable by DA Shrigley in accordance with those arrangements, although not payable until 2009, were included in total
emoluments in 2008 in the table above. )
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Salary /
Salary / . : ) Total fee Total
fee Bonuses " 'Benefits Other © 2009 2008 2008
£000 £000 £000 £000 £0C0 £000 £000
Executive directors
JM Hickey* ) 260 146 27 - 433 82 254
M Cubitt 175 102 11 - 288 175 225
Non-executive directors
M Ruettgers i 85 - - - 85 85 85
AD Milne 32 - - - 32 31 31
BM Rose - 43 - - - 43 42 42
RK Graham ’ 40 - - - 40 39 39
R Eckelmann : 38 Lo - - 8 37 37
" G Collinson . 35 - - - 25 12 12
Former executive director
DA Shrigley** . - - - - - 250 914
Totals 708 248 38 - 9¢4 753 1,639

* JM Hickey was appointed- as a director and as CEQ Designate on 8 September 2008. He bécame CEO with effect from 1 January 2008.
** DA Shrigley resigned as a director and stepped down as CEO on 31 December 2008. Page 46 refers to the leaving arrangements for DA Shrigley, which were disclosed in the Annual
Report and Accounts 2008, and the total payments receivable by DA Shrigley in accordance with those arrangements, although not payable untit 2009; were included in total

emoluments for 2008 in the table above.
Long term incentive schemes

A. PSP awards

The Wolfson Microelectronics 2006 Performance Share Plan (PSP) was approved by shareholders at the Extraordinary General Meeting held
on 16 February 2006. Contingent share awards held by directors are as follows. No consideration was paid for any award.

As at

29 December .
2008 ks at - Market price
Performance Market price or date of Contingent . & Januaary at date of
period ending Award at date of cessation award Vested Lapsed “010 - Vesting vesting
Director 31 December date award {number) - {humber) (number} {number) (number) date (pence)
JM Hickey 2011 19.03.09 £0.92 - 113,043 * - - 113,243 March n/a
: 2012
M Cubitt 2009 07.02.07 £3.15 13,569 - - - ) 13,569 See note n/a
below
2010 30.04.08 2141 123,529 - - - 123,529 April n/a
2011
2011 19.03.09 £0.92 - 76,086 - - 76.086 March n/a
. : 2012
DA Shrigley” . 2009 07.02.07 £3.15 18,503 - (18,503) - - * 80.5
2010 30.04.08 £1.41 176,470 - (1 76,470) - - * 80.5

* DA Shrigley resigned as a director and stepped down as CEQ on 31 December 2008. The Directors’ Remuneration Report, contained in the Annual Report and Accounts 2008,

explained that, as part of DA Shrigley’s leaving arrangements, the Committee agreed that the contingent share awards under the PSP which were granted to DA Shrigley in 2007 and

in 2008, as shown in the table above, should vest in full on 31 December 2008. Due to the provisions of the Model Code issued by the UK Listing Authority, the transfer of those
shares to the beneficial ownership of DA Shrigley did not take place until after 4 February 2008, the date of the preliminary announcement of the 2008 financial results of the Group.”
On that date the market vaiue of the Company’s shares was 77.75 pence per share.
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A. PSP awards (continued)
The performance conditions applicable to the PSP awards, which
were granted on 7 February 2007 as part of the'long term incentive
arrangements for the executive directors and senior management in
2007, were reviewed by the Remuneration Committee in view of the
financial results for the 53 week period ended 3 January 2010. The
performance conditions were measured over the three financial
years 2007 to 2009 with 2006 as the base year and with the
proportion vesting being decided on a sliding scale by reference to
the Company’s performance in growing its gross revenues, subject
to exceeding minimum total net margin of 15% over the
performance period. The net margin was calculated by reference to
the Company’s net operating profits excluding share-based
payment expenses and currency retranslation costs. The required
growth in gross revenues specified in the performance condition
was a minimum compound annual growth over the three year period
of at least 5% with a sliding scale from 15% to 5%. The performance
conditions applicable to the PSP awards, which were granted in
2007, were not satisfied and therefore all of these awards shall
_lapse following the preliminary announcement on 9 February 2010
of the Company’s financial results for the 53 week period ended
3 January 2010.

B. ExSOP awards

The Wolfson Microelectronics Group Executive Shared Ownership
plan (“ExSOP”) was approved by shareholders at the Extraordinary
.General Meeting held on 16 February 2006.

In 2006 and in 2007, part of the long term incentive schemes for
directors and senior management comprised awards under the
ExSOP. On 20 March 2006 and on 7 February 2007, executive
directors and other members of the senior management team
each acquired a beneficial interest as joint owner in a number of
shares in the Company for a consideration of 1 pence per share.
The registered shareholder of the shares is RBC cees Trustee
Limited, formerly called Abacus Corporate Trustee Limited,

(in its capacity as trustee of The Wolfson Microelectronics No. 1
Employees Share Trust). The beneficial interest in the award shares
is held jointly by the participant and RBC cees Trustee Limited
(in its capacity as trustee of The Wolfson Microelectronics No. 2
Employees Share Trust). ‘ ‘

The interests in the' EXSOP award shares are defined by the terms
of an agreement between (1) RBC cees Trustee Limitéd (in its
capacity as trustee of The Wolfson Microelectronics No. 1
Employees Share Trust), (2) the individual and (3) RBC. cees Trustee
Limited (in its capacity as trustee of The Wolfson Microelectronics
No. 2 Employees Share Trust). Under an ExXSOP award, a
participant benefits from any growth in value of the award shares
above a fixed “carrying cost” of 5% per annum.
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2006 ExSOP awards

The Directors’ Remuneration Report, as contained in the Annual
Report and Accounts 2008, detailed the performance conditions
applicable to the EXSOP awards made in 2006 and explained that
the performance conditions applicable to those awards were not
satisfied and therefore all of these awards lapsed upon the
announcement, on 4 February 2009, of the-Company’s financial
results for the 52 week period ended 28 December 2008. None of
the executive directors who served during 2009 held ExXSOP
awards which were granted in 2006. )

2007 ExSOP awards

Under the terms of the ExXSOP awards made in 2007, participants
would, if and insofar as the performance targets are met, derive the
growth in value of a proportion of the ExXSOP award shares (less the
5% per annum carrying cost). The performance target set in relation
to the 2007 award relates to the real growth (i.e. growth above RPI)
achieved over the three year period financial years 2007-2009 in
adjusted earnings per share of the Company. Adjusted earnings per
share is calculated as the basic earnings per share derived from the
Company’s published report and accounts adjusted for exceptional
and extraordinary items. The Committee may make further
adjustments as may be necessary or appropriate, for example to
take account of changes to accounting standards, the actual length
of the financial year in question and to ensure a consistent basis of
comparison from year to year. For real growth of 10% per annum or
higher, the participant will derive the growth in value of 100% of the
ExSOP award shares; for real growth of 5%, 25% of the ExSOP
award shares; for real growth between these amounts, the
percentage of the ExXSOP award shares will be determined by
straight line interpolation between these thresholds. The participant
will derive no growth in value of awards shares for real growth
below 5%.



Directors’ Remuneration Report (continued)

In 2007, the following director acquired a joint beneficial interest in shares under the ExSOP for a consideration of 1 pence per share, as
shown below: .

Performance : . Asat As at
period Market price 29 D b Conti . 3 January - :
ending - Award at date of h 2008 awarded Lapsed  * 2010 Vesting
" -Director 31 December . date award* (number) {number) (number) (number) date
M Cubitt 2009 07.02.07 £3.15 40,707 - - 40,707 These awards
will lapse in
- February 2010

(see note below)

* The initial market value of each jointly owned share (determined under the terms of the joint ownership agreement) was £3.04 for those awarded on 07.02.07.

The performance conditions applicable to the ExSOP awards made in 2007, as set out above, were not satisfied and therefore all of these
awards shall lapse following the prehmlnary announcement on 9 February 2010 of the Company’s financial results for the 53 week period
ended 3 January 2010.

J. Michael Hickey

As explained and reported in the Directors’ Remuneration Report contained within the Annual Reports and Accounts 2008, in addition to
JM Hickey’s basic salary and the normal benefits in kind (car allowance, private family healthcare cover and life cover), the following
benefits, incentives and awards have been made to him which are relevant for 2009. The basic salary is the only pensionable portion of his
remuneration package. The tables on pages 42 and 43 summarise the emoluments for JM Hickey in 2009.

(1) Deferred share award
A deferred award of 421,940 ordinary shares in the Company was made in 2008. Details are summarised in the table below:

. As at Deferred . As at

Vesting Market price 29 December shares 3 January
period Award at date of 2008 | awarded Lapsed - 2010 Vesting
Director - ending " date award {number) (number) {number) {number) date
JM Hickey 8 September 25.09.08 £1.17 421,940 - - 421,940 100% on

2011 - ' ‘ 8 Sept
. 2011

As detailed in the Schedule to the Directors’ Remuneration Report included in the Annual Report and Accounts 2008, JM Hickey’s award
was a déferred share award under which the Company will, for no consideration, to the extent the award vests, transfer or procure the
transfer of the relevant number of award shares to, or to the order of, JM Hickey. Under the terms of this award, 100% of the shares subject
to the award will vest if, throughout the period commencing 8 September 2008 and ending on 8 September 2011, JM Hickey has remained
continuously employed within the group and has not, prior to that date, given or received notice of termination of his contract of
employment. If JM Hickey’s employment within the group ceases due to death, injury, disability or ill-health resuiting in incapacity then the
award will vest in full. If JM Hickey’s employment is terminated for any other reason (but not cause) then a pro-rated number of award shares
shall vest. The pro-rating is based on the time which the period from the award date to the leaving date bears to the period which JM Hickey
would have needed to be employed before the award vests in full. If JM Hickey gives notice of termination, or his employment is terminated
for cause, the award, to the extent unvested, will lapse. In the event of a change of oontrol of the Company (other than i in circumstances of
an internal re-organisation) the award shall vest in full.

The award will be satisfied by using shares purchased on the market, not new issue or treasury shares.

(2) Benefits in kind

The Company pays for JM Hickey’s travel costs between Edinburgh and his main place of residence in Winchester, England. The Company
also pays for JM Hickey’s spouse to travel a number of round trips between Edinburgh and the place of residence in England. JM Hickey is

also eligible, during a three year period from the date of his appointment, for a relocation allowance to move his main residence to the
immediate vicinity of Edinburgh.
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Dbirectors’ Remuneration Repbrt (continued)

‘Directors’ emoluments - other information

Future emoluments waiver ‘

There is no arrangement under which a director has agreed to
waive future emoluments. ‘

Amounts paid to former director :
DA Shrigley resigned as a director on 31 December 2008 and the
Directors’ Remuneration Report for 2008 detailed his leaving
arrangements in accordance with his service agreement and
agreement with the Company. The total amount of the payments
for the leaving arrangements, were included in the directors’
emoluments figures for 2008 although they were not paid until
2009. As the Company had a contractual liability for all of these
amounts as at 28 December 2008, the total amount was
recognised in the financial statements of the Company for the

52 week period ended 28 December 2008 and disclosed within

" exceptional charges in 2008 (refer to note 4 of the financial

statements on pages 65 and 66).

Benefits in kind -

Benefits consist primarily of a car, private family healthcare cover
and life assurance for each of the executive directors. In addition,
JM Hickey receives other benefits in kind as described on page 45.

Share options

Details of share options granted to, and exercised by, directors and
the aggregate gains realised on exercised options in the period are
given on page 47.
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Other long term incentive arrangément
It was explained in the Directors’ Remuneration Report 2008 that,
in view of the changes to the composition of the executive directors:

" of the Company which occurred during 2008 and in order to ensure

an element of continuity in the executive management of the
Company, the non-executive directors considered it to be important
to enhance, in these exceptional circumstances, the long term
incentive arrangements for M Cubitt. Therefore in 2008, the
Committee and the Board approved the establishment of a deferred
cash bonus award agreement between the Company and M Cubitt.
Under the terms of this agreement, and subject to M Cubitt being
employed by the Company at that time, M Cubitt will receive a cash
bonus on 11 September 2011. The cash bonus award will be
equivalent to two times M Cubitt’s annual basic salary at the date
of payment of the bonus. This bonus is non-pensionable and is

not factored into the calculation or basis of any other cash bonus
scheme nor in the calculation of share award entitliements which
may be based only on a factor of the amount of basic annual salary.
As the entittement to this cash bonus is conditional upon M Cubitt
still being employed by the Company on 11 September 2011, a
proportion of this bonus is not included in the directors’
emoluments table on pages 42 and 43 in respect of the 53 week
period ended 3 January 2010 nor in the 52 week period ended

28 December 2008, although an appropriate amount is being
accrued in the financial statements on a time-apportioned basis.
The terms of this cash bonus award agreement are such that if,
before 11 September 2011, M Cubitt’s employment with the
Company ceases due to death, injury, disability or ill-health
resulting in incapacity then the bonus shall be paid in full. If, before
11 September 2011, M Cubitt gives notice of termination for whatever

" reason, or his employment is terminated for reasons of gross
.misconduct or due to a statutory prohibition then the bonus award

agreement shall lapse and no amount of this cash bonus will be
payable. If the Company terminates M Cubitt’s employment for -
performance reasons (other than gross misconduct) before 11
September 2011 then M Cubitt will be entitled to a time-apportioned
amount of this cash bonus. If there is a change of control of the
Company (other than in circumstances of an internal re-organisation)
then this bonus award will be payable in full at the time of the change -
of control taking legal effect. '



Directors’ Hlemuneration Report (continuad)

.Pensions .
Details of the entitlements of those who served as dlrectors during the 53 week period ended 3 January 2010 are as follows (note that these
amounts are expressed m US dollars, the Group’s functional and reporting currency, though actually denominated in sterling).

M Cubitt and JM Hickey are members of the Company’s Group Personal Pension Plan. The Company currently matches employee
contributions up to a maximum of 6% of basic salary. The Company contributed the following amounts to the Group Personal Pension Plan

in relation to these two executive directors:

Amount of Company . Amount of Company
" contributions to Group contributions to Group
. Personal Pension Plan Personal Pension Plan
2009 2008
$000 £000 $000 - £000
JM Hickey . 24 ’ ©5 47
M Cubitt 17 -1 20 11

As reported in the Directors’ Remuneration Reports within the Annual Report and Accounts 2006, 2007 and 2008, AD Milne became a
deferred member of the defined benefit pension scheme on 5 April 2006.

Details of pension policy are provided on page 39.

Share options .
Details of share options of those executlve dlrectors who served during the financial year are set out in this table. None of the non-executive
directors has share options. No amounts were payable for the award of the share options. ‘

Exercised Lapsed Granted . , . Date from

At - . during e - during " during . At Exercise which . Expiry

29,12.08 - year year year R 2 B[] . price Exercisable date

JM Hickey - . o 169,565 169,565 £0.92 M 19.03.19
M Cubitt » - . - - 114,130 - 114,130 £0.92 <‘) 19.03.19
DA Shrigley® ~ 118,374 . - (118,374) . - - £2.83 @ 18.12.16

54,833 - (54.833) oo- - £3.0775 Ce 06.02.17

(1) For 2009 option grants, the proportion exercisable is dependent on share price appreciation and cash conservation measures over the relevant three year performance period.
Further details regarding these performance conditions are provided on page 38. )
(2) DA Shrigley resigned as a director of the Company on 31 December 2008 and, in accordance with the share option scheme rules, ali of these options iapsed.

During the 53 week period ended 3 January 2010, no directors exercised share options. Therefore the aggregate gains (being the difference
between the market price of the Company’s shares on the days on which the options were exercised and the price actually paid for the
shares) made by directors on the exercise of share options during the 53 week period ended 3 January 2010 amounted to $nit (2008: $nil).
The highest and lowest market prices of the Company’s shares during the 53 week period ended 3 January 2010 were 152 pence and 69.25
pence respectively. The market price at the period end was 132.5 pence. .

This report was approved by the Board and is signed on its behalf by:

BM Rose

Remuneration Committee Chairman
8 February 2010
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Statement of Directors’ Responsibilities

Statement of directors’ responsibilities in respect of

the Annual Report and the financial statements

The directors are responsible for preparing the Annual Report and
the group and parent company financial statements in accordance
with applicable law and regulations. .

Company law requires the directors to prepare group and parent
company financial statements for each financial year. Under that
law they are required to prepare the group financial statements in
accordance with IFRSs as adopted by the EU and applicable law
and have elected to prepare the parent company financial
statements on the same basis.

Under company law the directors must not approve the financial
statements unless they are satisfied that they give a true and fair
view of the state of affairs of the group and parent company and of
their profit or loss for that period. In preparing each of the group and
parent company financial statements, the directors are required to:

v

select suitable accounting policies and then apply them
consistently; o .

make judgements and estimates that are reasonable and prudent;
state whether they have been prepared in accordance with
IFRSs as adopted by the EU; and .

prepare the financial statements on the going concern basis
unless it is inappropriate to presume that the group and the
parent company will continue in business.

v v

-

The directors are responsible for keeping adequate accounting
records that are sufficient to show and explain the parent
company’s transactions and disclose with reasonable accuracy at
any time the financial position of the parent company and enable
them to ensure that its financial statements comply with the
Companies Act 2006. They have general responsibility for taking
such steps as are reasonably opén to them to safeguard the assets
of the group and to prevent and detect fraud and other irregularities.

Under applicable law and regulations, the directors are also
responsible for preparing-a Directors’ Report, Directors’
Remuneration Report and Corporate Governance Statement that
complies with that law and those regulations.

The directors are responsible for the maintenance and integrity of
the corporate and financial information included on the company’s
website. Legislation in the UK governing the preparation and
dissemination of financial statements may differ from legislation in
other jurisdictions. ’
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To the best of our knowledge:

» the financial statements, prepared in accordance with the
applicable set of accounting standards, give a true and fair
view of the assets, liabilities, financial position and loss of the
Company and the undertakings included in the consolidation
taken as a whole; and )

» the management report, comprising the Chairman’s
Statement, the Business Review and the Operating and
Financial Review together, include a fair review of the
development and performance of the business and the
position of the Company and the undertakings included in
the consolidation taken as a whole, together with a
description of the principal risks and uncertainties that
they face.

" M Cubitt
Chief Financial Officer

JM Hickey
Chief Executive Officer




Independent Auditors’ Report to the members of

We have audited the financial statements of Wolfson Microelectronics
plc for the 53 week period ended 3 January 2010 set out on pages
50 to 100. The financial reporting framework that has been applied
in their preparation is applicable law and International Financial
Reporting Standards (IFRSs) as adopted by the EU and, as regards

the parent company financial statements, as applied in accordance ’

.with the provisions of the Companies Act 2006.

This report is made solely to the company’s members, as a body, in
accordance with Chapter 3 of Part 16 of the Companies Act 2006.
Our audit work has been undertaken so that we might state to the
company’s members those matters we are required to state to
them in an auditors’ report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility
to anyone other than the company and the company’s members, as
a body, for our audit work, for this report, or for the opinions we
have formed.

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement

set out on page 48, the directors are responsible for the preparation

of the financial statements and for being satisfied that they give a

true and fair view. Our responsibility is to audit the financial

statements in accordance with applicable law and International

Standards on Auditing (UK and Ireland). Those standards require

us to comply with the Auditing Practices Board’s (APB’s) Ethical
 Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is -
provided on the APB’s web-site at www.frc.org.uk/apb/scope/UKP.

Opinion on financial statements
In our opinion:

» the financial statements give a true and fair view of the state of
the group’s and of the parent company’s affairs as at 3 January
2010 and of the group’s loss for the 53 week period then ended;
the group financial statements have been properly prepared in
accordance with IFRSs as adopted by the EU;

the parent company financial statements have been properly
prepared in accordance with IFRSs as adopted by the EU and as
applied in accordance with the provisions of the Companies Act
2006; and

the financial statements have been prepared in accordance with
the requirements of the Companies Act 2006 and, as regards the
group financial statements, Article 4 of the IAS Regulation.

v

v

v
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Opinion on other matters prescribed by the Companies
Act 2006
In our opinion:

» the part of the Directors’ Remuneration Report to be audited has
been properly prepared in accordance with the Companies Act
2006; ‘ .

“the information given in the Directors’ Report for the financial
year for which the financial statements are prepared is consistent
with the financial statements; and
information given in the Corporate Governance Statement set
out on pages 25 to 31, with respect to internal control and risk
management systems in relation to financial reporting processes
and about share capital structures, is consistent with the
financial statements.

v

-

Matters on which we are required to report by exception
We have nothing to report in respect of the following:

Under the Companies Act 2006 we are required to report to you if,
in our opinion:

» adequate accounting records have not been kept by the parent
company, or returns adequate for our audit hayve not been
received from branches not visited by us; or

the parent company financial statements and the part of the
Directors’ Remuneration Report to be audited are not in
agreement with the accounting records and returns; or

certain disclosures of directors’ remuneration specified by law
are not made; or .

» we have not received all the information and explanations we
require for our audii; or

a Corporate Governance Statement has not been prepared by
the company.

-

v

v

Under the Listing Rules we are required to review:

» the directors’ statement, set out on page 30, in refation to going
concern; and

» the part of the Corporate Governance Statement relating to the
company’s compliance with the nine provisions of the June 2008
Combined Code specified for our review.

M Ross

(Senior Statutory Auditor)

for and on behalf of KPMG Audit Plc,
Statutory Auditor

Chartered Accountants

Edinburgh 8 February 2010
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Consolidated income statement
For the period ended 3 Jandary 2010

53 weeks ended 3 Januar}; 2010 52 weeks ended 28 December 2008
Before: Exceptional Before Exceptional
exceptional charge - -exceptional charges
) charge - - (Note 4) Total charges (Note 4) ) Total

Notes $000 ) $000 $000 - . $000 $000 $000
Revenue ’ 3 121,331 . 121,331 198,199 . 198,199
Cost of sales ' . (59,850) . - {59,850) (97,402) (3,500) (100,902)
Gross profit ’ 3 61,481 - 61,481 100,797 38,5000 97,297
Distribution and selling costs {20,780) (500) . (21,280} (25,174) (743) (25,917)
Research and development expenses ) (44,012) - (44,012) - (46,014) ©(127) 46,141)
Administrative expenses . {11,989) - ' (11,989) (14,917) (1,980) (16,897).
Operating (loss) / profit 34,5 (15,300) . (500} (15,800) 14,692 . (6,350) 8,342
Financial income 7 2,306 - ‘2,306 4,210 - - 4,210
Financial expenses : o 7 (1,316) - ) (1,316) (1,922) - (1,922)
Net financing income 930 ' - 990 2,288 - 2,288
{(L.oss) / profit before tax {14,310) {500} (14,810) 16,980 (6,350) C 10,630
Incohe tax credit / (expense) -8 4,446 140 4,586 (4,659) 1,695 (2,964) -
{Loss)/profit for the period attributable -
to equity holders of the parent (9,864) (360) (10,224) 12,321 © (4,655) 7,666
Basic (loss) / earnings per share (cents) 9 ) (8.88) ) 6.52

Diluted (loss) / earnings per share (cents) 9 (8.88) . 6.50

Consolidated statememt of comparehensuve income
For the period ended 3 January 2010

\ ' / 53 weeks 52 weeks
. : ended . ended’

- N . 3 January 28 December

- 2010 2008

$000 $000

(Loss) / profit for the period ' : ) _ (10,224) 7,666

Other comprehensive income:

Actuarial loss-on defined benefit obligations {2,875) (344)

Deferred tax on net defined benefit obligations recognised in equity ) 805 96

Foreign currency transiation differences for foreign operations =~ - 3 (5)

Effective portion of changes in fair value of cash flow hedges 1,043 (1,051)

Other comprehensive income for the period ' N (1,024) (1,304)
Total comprehensive income for the period attributable

to Owners of the Company . (11,248) 6,362

‘The notes on pages 55 to 100 are an integral part of these financial statements.
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Balance sheels

As at 3 January 2010
Group Company
As at " As at As at As at
3 January 28 December 3 January 28 December
: 2010 2008 2010 2008
Notes $000 $000 $000 $000
ASSETS
Property, plant and equipment 10 32,004 34,401 31,713 34,057
Intangible assets 11 35,866 40,651 3,019 3,243
Investments in subsidiaries 12 - ’ - 43,835 43,633
Deferred tax assets 13 - - 847 -
Total non-current assets 67,960 75,052 79,414 80,933
‘Inventories 14 11,289 18,989 11,289 18,989
Current tax assets- 8 3,107 - 3,169 -
Trade and other receivables 15 16,624 21,222 19,716 22,354
Short-term deposits - 16 83,251 79,607 83,251 79,607
Cash and cash equivalents 16 14,519 12,586 13,689 10,318
Total current assets 128,790 132,404 131,114 131,268
Total assets - 196,750 207,456 210,528 212,201
EQUITY
Issued capital 17 192 192 192 192
Share premium account 17 58,873 58,801 58,873 58,801
Capital redemption reserve 17 503 503 503 503
Hedging reserve 17 (8) (1,051) (8} (1,051)
Retained earnings 17 108,455 117,885 120,791 124,676
Total equity attributable to equity holders of the parent 168,015 176,330 180,351 183,121
LIABILITIES
Employee benefits 18 2,283 1,347 2,283 1,347
Provisions 20 o1 - 1 -
Deferred tax liabilities 13 2,294 5,345 - 1,048
Other payables 19 5,851 6,244 5,816 6,244
Total non-current liabilities 10,519 12,936 8,190 8,639
Income tax payable 8 - 896 - 991
Trade and other payables, including derivatives 19 17,959 17,294 21,730 19,450
Provisions 20 257 - 257 -
Total current liabilities 18,216 18,190 21,987 20,441
Total liabilities 28,735 31,126 30,177 29,080
Total equity and liabilities 196,750 207,456 210,528 212,201

These financial statements were approved by the Board of Directors on 8 February 2010 and were signed on its behalf by:

JM Hickey M Cubitt
Director Director

The notes on pages 55 to 100 are an integral part of these financial statements.
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Consolidated statement of changes in equity

Attributable to owners of the Company

Share ‘ Share ) Capital Hedging Retained Total

capital | premium ~ ° redemption reserve earnings equity
(Note 17) (Note 17) reserve {Note 17) ’ -
$000 . 000 '$000 $000 ) $000 " $000
Batance at 31 December 2007 ' 198 58,774 497 - 114,399 173,868
Profit for the period - . - - 7,666 7,666
Other comprehensive income:
Actuarial loss on net defined benefit obligations - - - - (344), (344)
Deferred tax on net defined benefit obligations - - - - - 96 96
recognised in equity
Foreign exchange translation differences on - - ) - - - . (B) (5)
foreign operations
Effective portion of changes in fair value of - - - (1,051) .- (1,051)
cash flow hedges
Total comprehensive income for the - - : - (1,051) 7,413 6,362
period ended 28 December 2008
Equity settled transactions, including tax effect N - - - 2,711 - 2,711
Current tax on equity settled transactions e - - = 23 © 23
Share options exercised by employees N 27 - - = 27
Purchase of own shares by the Company 6) - 6 - 6,661) (6,661)
6) 27 6 - . (3,927) (3,900)
Balance at 28 December 2008 192 58,801 503 (1,051) 117,885 176,330
$000 -~ g000 $000 $000 $000 $000
Balance at 29 December 2008 ) 192 58,801 503 (1,051} 117,885 176,330
Loss for the period A “ - - - (10,224) (10,224)
Other comprehensive income:
Actuarial loss on net defined benefit obligations - - ) - - (2,875) (2,875)
Deferred tax on net defined benefit obligations - - - - 805 805
recognised in equity . )
Foreign exchange translation differences on - - - - 3 3
foreign operations '
Effective portion of changes in fair value of - - - 1,043 - 1,043
cash flow hedges
Total comprehensivé income for the ‘ T - - 1,043 (12,291) (11,248)
period ended 3 January 2010
Equity settled transactions, including tax effect - - - - - 2,861 2,861
Share options exercised by employees ’ - ] 72 - - - 72
' ' - B ' - . 2,861 2,933
Balance at 3 January 2010 192 58,873 503 - (8) 108,455 168,015

The notes on pages 55 to 100 are an integral part of these financial statements.
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Statement of changes in equity (Company])

Attributable to owners of the Company

Share " Share Capital Hedging Retained Total
ital premiu redempti reserve earnings equity
- (Note 17) (Note 17) reserve (Note 17) i
$000 $000 $000 $000 $000 $000
‘Balance at 31 December 2007 . 198 58,774 497 . - 115,517 174,986
Profit for the period - - - - 13,518 13,518
Other comprehensive income:
Actuarial loss on net defined benefit obligations - - - - (344) (344)
Deferred tax on net defined benefit obligations
recognised in equity - - - - 96 96
.Effective portion of changes in fair value of . - - - (1,051) - (1,051)
cash flow hedges
Total comprehensive income'for the - - - (1,051) 13,270 12,219
period ended 28 December 2008 ]
Equity settled transactions, including tax effect - - - - 2,527 2,527
Current tax on equity settled transactions o - - - - 23 23
Share options exercised by employees = 27 - - - 27
Purchase of own shares by the Company (6) - 6 - 6,661) (6,661)
(6) 27 6 - @,111) (4,084)
Balance at 28 December 2008 192 58,801 503 (1,051) 124,676 183,121
$000 $000 $000 $000 $000 $00)
Balance at 29 December 2008 192 58,801 503 (1,051) 124,676 183,121
Loss for the period . - - - - (4,628) (4,623)
Other comprehensive income:
Actuarial loss on net defined benefit obligations - - - - (2,875) (2,875)
Deferred tax on net defined benefit obligations
recognised in equity - - - - .~ 805 8C5
Effective portion of changes in fair value of - - - 1,043 - 1,043
cash flow hedges
Total comprehensive income for the - - - 1,043 6,698) (5,6E5)
period ended 3 January 2010
Equity settled transactions, including tax effect - - - - 2,813 2,813
Share options exercised by employees - 72 N - - 72
- 72 - - 2,813 2,865
Balance at 3 January 2010 192 58,873 503 (6] 120,791 180,341

The notes on pages 55 to 100 are an integral part of these financial statements,
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Statements of cash flows

For the period ended 3 January 2010

Group Con;pany

53 weeks 52 weeks 53 weeks 52 weeks’

ended ended ended ended

3 January 28 December 3 January 28 December

) 2010 2008 2010 2008

" Notes: $000 $000 . - $000 $000

Cash flows from operating activities
(Loss) / profit for the period (10,224) 7,666 (4,628) 13,518
Adjustments for: )

Depreciation ) ) 10 7,233 7,552 7,081 7,414
Amortisation of intangibie assets 1 6,660 6,827 1,897 2,060
" Foreign exchange losses / (gains) 364 (1,281) 370 (1,319)
Financial income (2,306) 4,210) {2,302) (4,158)
‘Financial expenses 1,316 1,922 1,316 1,921
Equity-settled share-based payment expense 2,254 3,671 2,173 3,496
Income tax (credit) / expense (4,586) 2,964 (3,639) 4,373
ek 25,111 2,268 27,305

Decrease in inventories 7,700 6,559 7,700 6,559
Decrease in trade and other receivables 3,916 12,917 1,955 11,629
Increase / {decrease) in trade and other payables 2,693 (19,222) 4,308 (20,157)
Decrease in employee benefits (2,340) (2,562) {2,340) (2,562)
Cash generated from the operations 12,680 22,803 13,891 22,774
Income taxes paid (864) (6,794) 871) ©,771)
Net cash inflow from operating activities 11,816 16,009 13,020 16,003

Cash flqws from investing activities
Interest received 2,1}90 3,484 2,184 3,431
Acquisition of property, plant and equipment and intangible assets {6,165) (6,310) (5,951) (6,280)
Deferred consideration paid for acquisition of subsidiaries in prior period " {2,400) (3,633) {2,400) {3,633)
Amounts placed on short-term deposits (221,092) (50,016) {221,092) (50,016)
Amounts withdrawn from short-term deposits 217,448 43,831 217,448 43,831
Net cash outflow from investing activities (10,019) (12,644) (9,811) (12,667)
Cash flows from financing activities

Proceeds from the issue of share capital- 72 27 72 27
Purchase and cancellation of own shares - (6,661) - 6,661)
Interest paid (72) (94) (72) (93)
Net cash outflow from financing activities - (6,728) - 6,727)
Net increase / (decrease) in cash and cash equivalents 1,797 (3,363) 3,209 3,391)
Cash and cash equivalents at start of period 12,586 16,183 10,318 13,812
Effect of exchange rate fluctuations on cash held 136 (234) 162 (103)
Cash and cash equivalents at end of period 16 14,519 12,586 13,689 10,318
Cash and cash equivalents at end of period . 16 14,519 12,586 13,689 10,318
Short-term deposits at end of period 16 83,251 79,607 83,251 79,607
Total cash and short-term deposits at end of period 97,770 92,193 96,940 89,925

- The notes on pages 55 to 100 are an integral. part of these financial statements.
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1. Basis of preparation

Wolfson Microelectronics plic (the “Company”) is a company
domiciled and incorporated in Scotland. The consolidated financial
statements for the fifty-three weeks ended 3 January 2010

- comprise those of the Company and its subsidiaries (together
referred to as the “Group”). The comparative period is the fifty-two
weeks ended 28 December 2008. The financial period end is 3
January 2010 and that fifty-three week period is referred to as
“2009” for the purposes of these notes to the financial statements.

The parent company financial statements present information about
the Company as a separate entity and not about its group.

The financial statements were authorised for issue by the directors
~on 8 February 2010.

(a) Statement of compliance

The financial statements of the Group and the Company have been
prepared in accordance with International Financial Reporting
Standards and its interpretations as adopted by the European
Union (“adopted IFRS”). Under section 408(4) of the Companies
Act 2006 the Company is exempt from the requirement to present
its own income statement and its own statement of comprehensive
income and related notes.

(b) Basis of measurement
The financial statements have been prepared on the historical cost
basis except for the following material item in the balance sheet:

» derivative financial instruments are measured at fair value (refer'
to note 2(g)).

(c) Functional and presentation currency -

The financial statements are presented’in United States Dollars

~ (“US dollars”), the Company’s functional currency, rounded to the
nearest thousand.

(d) Use of estimates and judgements _

The preparation of financial statements in accordance with adopted
IFRS requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses. The
estimates and associated assumptions are based-on historical
experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the
basis of making the judgements about carrying values of assets
and liabilities that are not readily apparent from other sources.
Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future periods
if the revision affects both current and future periods.

Judgements made by management in the application of adopted.
IFRS that have a significant effect on the financial statements and
estimates with a significant risk of material adjustment in the next
year are discussed in note 26.

Notes to the financ al sta_tements

As permitted by |IAS 1: Presentation of financial statements, the
Group has disclosed additional information in respect of exceptional

- charges on the face of the income statement in order to aid
‘understanding of the Group’s financial performance. An item is

treated as exceptional if it is considered that by virtue of its nature,
scale or incidence and of such significance that separate disclosure
is required for the financial statements to be properly understood.

(e) Changes in accounting policies

The following new standards and amendments to standards are
mandatory for financial periods commencing on 1 January 2009
and, as the Group’s current financial period commenced on 29
December 2008, it is therefore adopting these standards early:

» IAS 1 (revised) ‘Presentation of financial statements’; and
» IFRS 8 ‘Operating segments’.

(i) Presentation of financial statements

The Group has applied IAS 1 (revised 2007) ‘Presentatioh of
financial statements’ in these financial statements. As a result, the
Group presents a statement of comprehensive income. All ‘non-
owner changes in equity’ are required to be shown in a
performance statement. The Group has elected to present two
statements: an income statement and statement of comprehensive
income. Owner changes in equity are shown in a statement of
changes in equity.

Comparative information has been re-presented so that it also is in
conformity with the revised standard. Since the change in
accounting policy only impacts presentation aspects, there is no
impact on earnings per share.

(ii) Determination and presentation of operating segments

The Group has adopted early IFRS 8 ‘Operating segments’ which
replaces IAS 14 ‘Segment reporting’. Therefore, from 29 December
2008 (the beginning of the fifty-three week period) the Group
determines and presents operating segments based on the
information that is internally provided to the Chief Executive Officer
(‘CEQ’), who is the Group’s chief operating decision-maker. This
has resutted in a reduction in the number of reportable segments
presented, as the previously reported segments of ‘Consumer
audio products’, ‘Digital Imaging applications’ and ‘Portable
applications’ are no longer used for internal reporting purposes.
Note 3 to the financial statements explains that there is currently
one reportable segment which is the Group’s Pure Sound segment.
Other operating segments include the supply and sale of integrated
circuits in the power management, silicon microphones and
enhanced soundware product lines. None of these segments
meets any of the quantitative thresholds for determining reportable
segments in 2009 or in 2008.

There has been no impact on the measurement of the Group’s
assets and liabilities as a result of the adoption of this standard.
Comparative segmental information has been re-presented in
conformity with the transitional requirements of IFRS 8. Since the -
change in accounting policy only impacts presentation and
disclosure aspects, there is no impact on earnings per share.
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Notes to the financial statements (continued)

. (ii) Determination and presentation of operating

segments (continued)

An operating segment is'a component of the Group that engages in
business activities from which it may earn revenues and incur
expenses, including revenues and expenses that relate to transactions
with any of the Group’s other components. An operating segment’s
revenues and gross profit are reviewed regularly by the CEO to
make decisions about resources to be allocated to the segment
and assess its performance, and for which discrete financial
information is available.

The Chief Executive Officer assesses the performance of the
operating segments based on revenue and a measure of gross profit.
The gross profit measurement basis excludes the effects of non-
recurring expenditure from operating segments, such as
restructuring costs and exceptional inventory write downs. Interest
income and expenditure are not included in the result for each
operating segment that is reviewed by the Chief Executive Officer.
Other information provided to the Chief Executive Officer is measured
in a manner consistent with that in the financial statements.

The assets and liabilities of the Group are not reviewed by the chief
operating decision-maker on a segment basis. Therefore none of
the Group’s assets and liabilities are segmental assets and '
segmentall liabilities respectively and all are unallocated for
segmental disclosure purposes.

(iij) Other new standards adopted

The following new standards, amendments to standards and
interpretations are mandatory for the first time for financial periods
commencing on 1 January 2009 and have been adopted early.’
None of these have had a significant impact on the reported results.

-

IAS 23 (amendment) ‘Borrowing costs’;

IFRS 2 (amendment) ‘Amendments to IFRS 2 Share-based
Payment — Vesting Conditions and Cancellations’;

1AS 32 and IAS 1 (amended) ‘Amendments to IAS 32 Financial
Instruments: Presentation and IAS 1 Presentation of Financial
Statements — Puttable Financial Instruments and Obligations
Arising on Liquidation’; .

IFRIC 13 ‘Customer loyalty programmes’;. and

1AS 39 and IFRS 7 (amended) ‘Amendments to IAS 39 Financial
instruments: Recognition and Measurement and IFRS 7 Financial
Instruments: Disclosures — Reclassification of Financial Assets’.

A4

-

v ¥

2. Significant accounting policies

The accounting policies set out below, unless otherwise stated in
note 1(e) above, have been applied consistently to all periods
presented in these financial statements.

(a) Basis of consolidation

(i) Subsidiaries

Subsidiaries are entities controlled by the Company. Control exists
when the Company has the power, directly or indirectly, to govern
the financial and operating policies of an entity so as to obtain
benefits from its activities. In assessing control, potential voting
rights on exercisable shares are taken into account. Subsidiaries are
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included in the consolidated financial statements from the date on
which control commences to the date that control ceases. All
business combinations are accounted for by applying the purchase
method. All subsidiaries have 3 January 2010 as their financial year
end. The accounting policies of subsidiaries have been changed
when necessary to align them with policies applied by the Group.

(ii) Transactions eliminated on consolidation

Intragroup transactions, balances and any unrealised gains and
lossés or income and expenses arising from intragroup
transactions, are eliminated in preparing the consolidated financial
statements.

(iii) Investments in subsidiaries ‘
Investments by the Company in subsidiaries are carried at cost less
any impairment.

(b) Foreign currency

(i) Functional and presentation currency

The consolidated financial statements are presented in US dollars,
which is the Company’s functional currency. All financial information
presented has been rounded to the nearest thousand.

(i) Foreign currency transactions and balances

" Transactions in currencies, other than US dollars, are translated at

the exchange rate ruling at the date of the transaction. Monetary
assets and liabilities at the balance sheet date are translated to
US dollars at the exchange rate ruling at that date. Exchange.
differences arising on translation are recognised in the income
statement except for differences arising on qualifying cash flow
hedges which are recognised directly in equity (see accounting
policy (). Non-monetary assets and liabilities that are measured
in terms of historical cost in a currency other than US dollars are
translated using the exchange rate at the date of the transaction.

(iii) Financial statements of foreign operations

The assets and liabilities of operations out with the UK are
translated to US dollars at foreign exchange rates ruling at the
balance sheet date. The income and expenses of foreign
operations are translated to US dollars at rates approximating to
the foreign exchange rates ruling at the dates of the transactions.
Foreign exchange differences arising on retranslation of opening
net assets or liabilities are recognised directly in equity and
reported in other comprehensive income.

(c) Property, plant and equipment .

(i) Owned assets

Items of property, plant and equipment are stated at cost less
accumulated depreciation (see accounting policy (c)(iii)) and
accumulated impairment losses (see accounting policy ().

Cost includes the expenditure that is directly attributable to the
acquisition of the asset.

Where parts of an item of property, plant and equipment have
different estimated useful lives, they are accounted for and
depreciated as separate items of property, plant and equipment.



(i) Leased assets

Leases in terms of which the Group assumes substantially-all the
risks and rewards of ownership are classified as finance leases.

A finance leased asset is stated at an amount equal to the lower of
its fair value and the present value of the minimum lease payments
at the inception of the lease, less accumulated depreciation and
impairment losses (see accounting policy (j)). Finance leased assets
are depreciated over the shorter of the lease periods and the
estimated useful lives of the assets. The corresponding liability is
included in the balance sheet as a finance lease obligation. Lease

payments are accounted for as described in accounting policy (. .

(iii) Depreciation

Depreciation is calculated over the depreciable amount, which is
the cost of an asset, less its residual value. Depreciation is charged
to the income statement on a straight-line basis over the estimated
useful lives of each part of property, plant and equipment. Freehold
land is not depreciated. The estimated useful lives are as follows:

Freehold property 25 years
Plant and equipment 1 to 5 years
Computer hardware 1to 3 years
Furniture and fittings 10 years
Motor vehicles 4 years

The residual values and estimated useful lives, of items of property
plant and equipment, are reviewed annually and are adjusted if
appropriate.

Gains and losses on disposal of an item of property, plant and
equipment are determined by comparing the disposal proceeds
with the carrying amount and are included in the income statement.

(d) Intangible assets

(i) Goodwill :

Goodwill arises on the acquisition of subsidiaries and it represents
the excess of the fair value of the consideration paid on acquisition'
over the Group’s interest in the net fair value of the identifiable
assets, liabilities and contingent liabilities of the acquiree. When the
excess is negative (negative goodwill), it is recognised immediately
in the income statement.

In determining the fair value of consideration, the fair value of equity
issued is the market value of equity at the date of completion. The
fair value of contingent consideration is based upon whether the
directors believe any performance conditions will be met and
therefore whether any further consideration will be payable.

Goodwill is not amortised but is measured at cost less accumulated
impairment losses (see accounting policy (j)).

(i) Research and development

Expenditure on research activities undertaken with the prospect of
gaining new scientific or technical knowledge and understanding,
is recognised as an expense in the i_ncome statement as incurred.

Where a product is technically feasible, production and sale are
intended, a market exists and sufficient resources are available to
complete the project, development costs are capitalised and
amortised on a straight-line basis over the estimated useful life of

Notes to the “inancial statements (continued)

the product. The Group believes its current process for developing
products is essentially completed when products have achieved
the ‘Release to Production’ stattis which confirms technical
feasibility of the products to be manufactured and sold to the
commercial marketplace. Development costs incurred after the
establishment of technical feasibility have not been significant and,
therefore, no costs have been capitalised to date. Where no
internally-generated intangible asset can be recognised,
development expenditure is recognised as an expense in the period
in which it is incurred. '

(iii) Computer software

Acquired computer software licences are capitalised on the basis
of the costs incurred to acquire and bring into use the specific
software. These costs are amortised using the straight-line method
over their estimated useful lives (one.to three years).

.Costs associated with maintaining computer software programmes

are recognised as an expense as incurred. Costs that are directly
associated with the development of identifiable and unique
software items controlled by the Group, and that will probably
generate economic benefits exceeding costs beyond one year,
are capitalised as intangible assets. Other costs associated with
developing or maintaining computer software programmes are
recognised as an expense as incurred.

Computer software development costs recognised as assets are
amortised using the straight-line method over their estimated useful
lives (not exceeding three years).

(iv) Other intangible assets

Other intangible assets are stated at cost or, for items acquired in
business combinations, at fair value as of initial recognition date or
business combination date net of amortisation and any provision
for impairment. The directors are primarily responsible for
determining the fair value of intangible assets acquired as part of
a business combination although independent valuations are
obtained for such intangible assets.

Amortisation is provided at rates so as to write off the cost or fair
value, less estimated residual value, of each asset on a straight line
basis over its expected useful economic life from the date that it
was available for use. The principal economic lives used for this
purpose are: '

Acquired in-process research and development
Developed technology

Existing agreements and

customer relationships

Intellectual property rights

5 years
5 years

2 t0 3.5 years
10 years

Amortisation methods, useful lives and the estimated residual
values are reviewed and adjusted, if appropriate, at each balance
sheet date.
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Notes to the finangial statements (continued)-

(e) Derivative financial instruments, including hedge accounting
The Group holds derivative financial instruments to hedge some of
its foreign currency exposures. Derivatives are recoghised initially
at fair value; attributable transaction costs are recognised in profit .
or loss when incurred. Subsequent to initial recognition, derivatives
are measured at fair value and changes therein are accounted for
as described below.

Cash flow hedges .

A cash flow hedge is when a derivative is designated as the
hedging instrument in a hedge of the variability in cash flows
attributable to a particular risk associated with a recognised asset
or liability or a highly probable forecast transaction that could affect
profit or loss. Changes in the fair value of the derivative hedging
instrument designated as a cash flow hedge are recagnised directly
in other comprehensive income to the extent that the hedge is
effective and presented in the hedging reserve in equity. To the
extent that the hedge is ineffective, changes in fair value are
recognised in profit or loss.

If the hedging instrument no longer meets the criteria for hedge
accounting, expires or is sold, terminated or exercised , then hedge
accounting is discontinued prospectively. The cumulative gain or
loss previously recognised in other comprehensive income and
presented in the hedging reserve in equity remains there until the
forecast transaction occurs and affects profit or loss. When the
hedged item is a non-financial asset, the amount recognised in
other comprehensive income is transferred to the carrying amount
of the asset when it is recognised. If the forecast transaction is no
longer expected to occur, then the balance in other comprehensive
income is recognised immediately in profit or loss. In other cases,
the amount recognised in other comprehensive income is transferred
to profit-or loss in the same peériod that the hedged ltem affects
profit or loss.

" (f) Trade and other receivables
Trade and other receivables are initially stated at their fair value
plus any directly attributable transaction costs. Subsequent to initial
recognition, such assets are measured at amortised cost using an
effective interest rate less any impairment losses (see accounting
policy ()). A provision for impairment of trade receivables is
established when there is objective evidence that the Group will
not be able to collect all amounts due according to the original
terms of the receivables. The amount of the provision is the
difference between the asset’s carrying amount and the estimated
future cash flows, discounted if material. The amount of the
provision is recognised in the income statement.

(9) Inventories

Inventories are measured at the lower of cost and net realisable
value. Net realisable value is the estimated selling price in the
ordinary course of business, less the estlmated costs to completion
and selling expenses.
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The cost of inventories is based on the first-in first-out method and
includes expenditure incurred in acquiring the inventories and
bringing them to their existing location and condition. In the case of -
manufactured inventories and work in progress, cost includes raw
materials, other direct costs and related overheads based on
normal operating capacity.

(h) Short-term deposits

Short-term deposits comprise cash deposits held with highly credit
rated financial institutions with original maturities of more than three
months and up to one year.

(i} Cash and cash equivalents

Cash and cash equivalents comiprise cash balances and call
deposits, with original maturities of three months or less, held with
banks.

(i) Impairment

The carrying amounts of the Group’s assets, other than financial
assets, inventories (see accounting policy (g)) and deferred tax
assets (see accounting policy (s)), are reviewed at each balance
sheet date to determine whether there is any indication of
impairment. If any such indication exists, the asset’s recoverable
amount is estimated (see accounting policy (j)(i).

Assets, including goodwill, that have an indefinite useful life or are
not yet available for use are not subject to amortisation and are
tested annually for impairment.

An impairment loss is recognised for the amount by which the
carrying amount of an asset or its cash-generating unit (CGU)
exceeds its estimated recoverable amount. Impairment losses are
recognised in the income statement. Impairment losses recognised
in respect of CGUs are allocated first to reduce the carrying amount
of any goodwill allocated to the CGUs and then to reduce the
carrying amount of the other assets in the CGU on a pro rata basis.

(i) Calculation of recoverable amount

The recoverable amount of assets or CGUs is the greater of their
fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to
the asset. For an asset that does not generate largely independent
cash inflows, the recoverable amount is determined for the cash-
generating unit to which the asset belongs. The goodwill acquired
in a business combination, for the purpose of impairment testing, is
allocated to cash-generating units that are expected to benefit from
the synergies of the combination. ‘

* (ii) Reversals of impairment

An impairment loss is reversed if there has been a change in the
estimates used to determine the recoverable amount.

An impairment loss is reversed only to the extent that the asset’s
carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised. An impairment loss in
respect of goodW|II is not reversed.



(k) Share capital
Ordinary shares are classified as equity. Incremental costs directly

attributable to the issue of ordinary shares are shown in equity as a

deduction, net of tax, from the proceeds.

(1) Interest-bearing borrowings
Interest-bearing borrowings are recognised initially at fair value, net
of attributable transaction costs. Subsequent to initial recognition,
'interest—bearing borrowings are stated at amortised cost with any
difference between cost and redemption value being recognised in
the income statement over the period of the borrowings on an

_ effective interest rate basis.

Borrowings are classified as current liabilities unless the Group has
an unconditional right to defer settlement of the liability for at least
12 months after the balance sheet date.

(m) Employee benefits

(i) Defined contribution plans

A defined contribution plan is a post-employment benefit plan
under which an entity pays fixed contributions into a separate entity
and will have no legal or constructive obligation to pay further
amounts. Obligations for contributions to defined contribution
pension plans are recognised as an expense in the income
statement when services are rendered by employees.

(i) Defined benefit plan ‘

The Group’s and the Company’s net.obligation in respect of the
defined benefit pension plan is calculated by estimating the amount
of future benefit that employees have earned in return for their
service in the current and prior periods; that benefit is discounted
to determine its present value, and the fair value of any plan assets
is deducted. The discount rate is the yield at the balance sheet date
on high quality credit rated bonds which are denominated in the
currency in which the benefits will be paid, and that have maturity
dates approximating the terms of the Group’s and the Company’s
obligations. The calculation is performed by a qualified actuary -
-using the projected unit credit method. When the calculation results
in a benefit to the Group and the Company, the recognised asset is
limited to the total of any unrecognised past service costs and the
present value of economic benefits available in the form of any
future refunds from the plan or reductions in future contributions to
the plan. In order to calculate the present value of economic’
benefits, consideration is given to any minimum funding
requirements that apply to the plan. An economic benefit is
available to the Group and to the Company if it is realisable during
the life of the plan, or on settlement of the plan liabilities.

The movement in the net obligation in respect of the defined benefit
pension plan is split between operating expenses and net financing
income / (expense) in the income statement and actuarial gains

and losses in the statement of comprehensive income.

The Group recognises immediately all actuarial gains and
losses arising from defined benefit plans directly in other
comprehensive income.

Notes to the finz ncial statements (continuzd)

(iij) Share-based payment t(ansactionsi— Group and Company

Share options ‘
The share option schemes allow Group employees to acquire
shares of the Company.

" Share options granted before 7 November 2002

No expense is recognised in respect of these options. When the
share options are exercised, the proceeds received are allocated

"between share capital and share premium. The disclosures required

by IFRS 2 have been given for these options.

Share options granted after 7 Novefnber 2002 and vested after
1 January 2005

" IFRS 2 “Share-based payments” is effective in respect of options

granted after 7 November 2002 and which had not vested as at 1
January 2005. There were no options granted after 7 November
2002 which had vested before 1 January 2005. The fair value of
options granted is recognised as an employee expense with a
corresponding increase in equity: The fair value is measured at
grant date and spread over the period during which the employee
becomes unconditionally entitled to the options. The fair value of
the options granted is measured using a Black-Scholes model,
taking into account the terms and conditions upon which the
options were granted. )

The amount recognised as an expense is adjusted to reflect the
number of share options that for which the related service and
non-market vesting conditions are expected to be met, such that
the amount ultimatelyvrecognised as an expense is based on the
number of share options that do meet the related service and non-
market performance conditions at the vesting date. The estimates
of the number of options that are expected to become exercisable
are reviewed at each balance sheet date. The impact of the revision
of original estimates, if any, is recognised in the income statement
and a corresponding adjustment to equity. The proceeds received
net of any directly attributable transaction costs are credited to
share capital (nominal value) and share premium (the balance) when
the options are exercised. )

Performance shares

The grant date fair value of contingent shares awarded to directors
and senior management is recognised as an employee expense,
with a corresponding increase in equity, over the period that the
employees become unconditionally entitled to the shares. The amount
recognised as an expense, for awards with non-market performance
conditions, is adjusted to reflect the actual number of shares that vest.

ExSOPs

The grant date fair value of ExXSOPs awarded to directors and
senior management is recognised as an employee expense, with a
corresponding increase in equity, over the period in which the
employees become unconditionally entitled to the shares. The fair
value of the ExXSOPs awarded is measured using a valuation model;
taking into account the terms and conditions upon which the
ExSOPs were granted. ‘
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Notes to the financial statements (continued)

(iij) Share-based payment transactions -
Group and Company (continued)

Contingent shares

The grant date fair value of contingent shares awarded to employees
is recognised as an employee expense, with a corresponding
increase in equity, over the beriod that the employees become
unconditionally entitled to the shares. The amount recognised as
an expense, for awards with service and non-market performance
conditions, is adjusted to reflect the actual number of shares that vest.

(iv) Bonus plans

The Group recognises a liability and an expense for cash bonuses.
This expense is recognised as an employee expense. The Group
recognises a liability for the amount expected to be paid under
short-term cash bonus plans where contractually obliged or where
there is a past practice that has created a constructive obligation
to pay this amount as a result of past service provided by the
employee and the obligation can be estimated reliably.

(n) Employee share trusts

The Company has established two employee share trusts:

“The Wolfson Microelectronics No.1 Employee Share Trust” and
“The Wolfson Microelectronics No.2 Employee Share Trust” which
are separately administered trusts that are funded by loans from
the Company. The assets of these trusts comprise shares in the
Company and cash balances. The Company recognises the assets

and liabilities of these trusts in its own accounts and shares held by

the trusts are recorded at cost as a deduction in arriving at
shareholders’ funds.

(o) Trade and other payables
Trade and other payables are stated at amortised cost using the
effective interest rate method.

'(p) Provisions

A provision is recognised if, as a result of a past event, the Group
and the Company has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an outflow of
economic benefits will be required to settle the obligation.
Provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments

of the time value of money and the risks specific to the liability.

The unwinding of the discount is recognised as finance cost.

(i) Onerous contracts

A provision for onerous contracts is recognised when the expected
benefits to be derived by the Group and by the Company from a
contract are lower than the unavoidable cost of meeting its
obligations under the contract. The provision is measured at the
present value of the lower of the expected cost of terminating the

. contract and the expected-net cost of continuing with the contract.

(a) Revenue

~ Revenue compnses the sale of goods, income for design services

supplied and royalty income earned durmg the period and excludes
sales taxes.
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(i) Product revenues

Revenue from the sale of goods is recognised in the income
statement when the significant risks and rewards of ownership
have been transferred to the buyer. Where the Group sells to its
distributors, revenue from the sale of products is recognised where
there are no further obligations on the Group and when the
associated economic benefits are due to the Group and the
turnover can be measured reliably.

(ii) Design services”

Design income on specific contracts is recognised in profit or loss
in proportion to the stage of completion, at the reporting date,
taking into account the expected costs and time to complete.

The stage of completion is assessed by reference to the project
milestones achieved. Where revenue exceeds payments on
account, an amount recoverable under contracts is established and
included within receivables. Where payments on account exceed
revenue, a payment received on account is established and
included within payables.

(iii) Royalty income

Royalty income represents revenue earned under jyoint product
development agreements and software licence agreements.
Such revenue is earned and income is recognised when sales of
the developed product to third parties for which royalty is due
are confirmed to the Group.

(r) Expenses

(i) Operating lease payments

Payments made under operating leases are recognised in the
income statement on a straight-line basis over the term of the
lease.

(i) Finance lease payments

Minimum lease payments are apportioned between the finance
charge and the reduction of the outstanding liability. The finance
charge is allocated to each period during the lease term so as to
produce a constant periodic rate of interest on the remaining
balance of the liability.

(iii) Net financing costs

Net financing costs comprise interest payable on borrowings
calculated using the effective interest rate method, interest
receivable on funds invested, expected return on defined benefit
plan assets and the interest on the defined benefit plan obligations
and the unwinding of the discount on provisions.

Intérest income is recognised in the income statement as it
accrues, using the effective rate of interest method.

(s) Income tax

Income tax on the profit or loss for the period comprises current
and deferred tax. Income tax is recognised in the income statement

“except to the extent that it relates to items recognised directly in

equity, in which case it is recognised in equity or in other
comprehensive income.



Current tax is the expected tax payable or receivable on the taxable
income or loss for the period, using tax rates enacted or substantively
enacted at the balance sheet date, and any adjustment to tax
payable in respect of previous years. Tax relief on the exercise of
share options is allocated between the income statement and
equity in accordance with IAS 12.

Deferred tax is calculated using the balance sheet liability method,
providing for temporary differences between the carrying amounts
of assets and liabilities for financial reporting purposes and the
amounts used for taxation purposes. This includes deferred tax on
share-based payments which were granted prior to 7 November
2002 and which have not been exercised. The following temporary
differences are not provided for: the initial recognition of goodwill;
the initial recognition of assets or liabilities in a transaction that is
not a business combination and that affects neither accounting nor
taxable profit and differences relating to investments in subsidiaries
to the extent that they will probably not reverse in the foreseeable
future. The amount of deferred tax provided is based on the
expected manner of realisation or settlement of the carrying
amount of assets and liabilities, using tax rates enacted or
substantively enacted at the balance sheet date. Deferred tax
assets and liabilities are offset where there is a legally enforceable
right of offset within the same taxation authority and where the
Group intends to either settle them on a net basis or to realise the
asset and settle the liability simultaneously.

A deferred tax asset is recognised only to the extent that it is
probable that future taxable profits will be available against which
the asset can be utilised. Deferred tax assets are reduced to the
extent that it is no longer probable that the related tax benefit will
be realised.

(t) Earnings per share

Basic earnings per share is calculated by dividing the profit or Ioss
attributable to ordinary shareholders of the Company by the
weighted average number of ordinary shares in issue during the
period. Diluted earnings per share is determined by adjusting the
profit or loss attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding for the effects of
potentially dilutive ordinary shares, which comprise share options
granted to employees.

(u) Segment reporting
An operating segment is a distinguishable component of the Group
that engages in business activities from which it may earn revenues
and incur expenses, including revenues and expenses that relate to
transactions with any of the Group’s other components. All operating
segments’ operating results, at gross prbfit level, are reviewed
~regularly by the Group’s Chief Executive Officer to make decisions
regarding resources to be allocated to the segment and assess its
performance, and for which discrete financial information is
available (see note 1(g)(ii) above).

Notes to the finzncial statements (continuad)

(v) New standards and interpretations not yet adopted

Other than those adopted early as explained in note 1(e) above,
the following new standards, amendments to standards and
interpretations have been issued, but are not effective for the
fifty-three week period ended 3 January 2010 (which began on
29 December 2008) nor financial years beginning 1 January 2009
and have not been early adopted by the Group:

» IFRS 3 (rewsed) ‘Business combinations’ and consequentlal
amendments to IAS 27 ‘Consolidated and separate financial
statements’, IAS 28 ‘Investments in associates’ and IAS 31
‘Interests in joint ventures’ are effective prospectively to business
combinations for which the acquisition date is on or after the
beginning of the first annual reporting period beginning on or
after 1 July 2009. There were no acquisitions during the fifty-
-three week period ended 3 January 2010. The Group does not
have any joint ventures.
IFRIC 17 ‘Distributions of non-cash assets to owners’ effective
for' annual periods beginning on or after 1 November 2009. This
is not currently applicable to the Group, as it has not made any
non-cash distributions.
IFRIC 18 ‘Transfers of assets from customers”is effective for
transfers of assets received on or after 1 November 2009. This is
not relevant to the Group, as it has not received any assets from
customers.
Revised IFRS 3 ‘Business Combinations (2008)’ incorporates the
following changes that may be relevant to the Group’s
operations:
- Contingent consideration WI|| be measured at fair value,
with subsequent changes therein recognised in profit or loss.
- Transaction costs, other than share and debt issue costs,
will be expensed as incurred.
~ Any non-controlling (minority) interest will be measured at
either fair value, or at its proportionate interest in the
identifiable assets and liabilities of the acquiree, on a
transaction by transaction basis.
Revised IFRS 3, which becomes mandatory for the Group’s 2010
consolidated financial statements, will be applied prospectively
and there will be no impact on prior periods in the Group’s 2010
consolidated financial statements.
Amended IAS 27 ‘Consolidated and Separate Financial
Statements (2008)’ requires accounting for changes in ownership
interests by the Group in a subsidiary, while maintaining control,
to be recognised as an equity transaction. When the Group loses
control of a subsidiary, any interest retained in the former
subsidiary will be measured at fair value with a gain or loss
recognised in profit or loss. The amendments to IAS 27, which
become mandatory for the Group’s 2010 consolidated financial
statements, are not expected to have a significant impact on the
consolidated financial statements.
Amended IAS 39 Eligible Hedged Items — Amendment to IAS 39
Financial Instruments: Recognition and Measurement clarifies
the existing principles that determine whether specific risks or
portions of cash flows are eligible for designation in a hedging
relationship. The amendment, which becomes mandatory for . ~
the Group’s 2010 consolidated financial statements, is not
expected to have a significant impact on the consolidated
financial statements.

- -
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Notes to the financial statementsv(continued)

(w) Determination of fair values

Some of the Group’s accounting policies and disclosures require
the determination of fair value, for both financial and non-firiancial
assets and liabilities. Fair values have been determined for
measurement and / or disclosure purposes based on the following
methods. When applicable, further information regarding the
assumptions made in determining fair values is disclosed in the
notes to the financial statements which are specific to that asset
or liability. i :

(i} Property, plant and equipment

The fair value of property, plant and equipment recognised as a
result of a business combination is based on market values at date
of acquisition. :

(i) Intangible assets

The fair value of developed technology acquired as a result of a
business combination is based on the discounted royalty payments
that have been avoided as a result of the developed technology
being owned. For in-process research and development acquired
as a result of a business combination, the fair value is estimated
based on the income method taking into account the cash flows
post technological feasibility. The fair values of licence agreements
and of customer relationships acquired as a result of a business
combination are estimated based on the risk adjusted present value
of the marginal cash flows derived from the agreements and
relationships respectively.

(iii) Derivatives .

The fair value of forward exchange contracts is based on their listed
market price, if available. If a listed market price is not available,
then fair value is estimated by discounting the difference between
the contractual forward price and the current forward price for the
residual maturity of the contract using a risk-free interest rate.
(based on government bonds).

(iv) Trade and other receivables

The fair value of trade and other receivables is estimated as the
present value of future cash flows, discounted at the market rate
of interest at the reporting date. No disclosure of the fair value of
trade and other receivables is required when the carrying amount
is a reasonable approximation of fair value. '

(v) Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated
based on the present value of future principal cash flows, discounted
at the market rate of interest at the reporting date.

(vi) Share-based payment transactions

The fair value of employee share options is measured using the
Biack-Scholes model. Measurement inputs include share price on
measurement date, exercise price of the instrument, weighted
average expected life of the instruments (based on historical
experience and general option holder behaviour), expected volatility

- and the risk free rate (based on government bonds). Service and non-

market performance conditions attached to the share-based payment
transactions are not taken into account in determining fair value.
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The fair value of contingent shares is the market value of the
Company'’s shares on the date of the award.

3. Operating segments

Segment disclosures
The chief operating decision-maker has been identified as the

* Chief-Executive Officer (‘CEQ’) of the Company. The CEO reviews

the Group’s internal reporting in order to assess performance and
to allocate resources. Management has determined the operating
segments based on these reports. The CEO considers the business
from a product technology and market segment perspective.

The Group currently has one reportable segment, as described
below, which is the Group’s.Pure Sound segment. The following
summary describes the operations in the Group’s reportable
segment:

» Pure Sound - this segment includes the shpply and sale of
integrated circuits containing Wolfson’s high performance audio
technologies. The product lines within this segment are
categorised as: High Performance Audio, Low Power Audio,
Audio Hubs, Imaging and Audio Amplifiers.

Other operating segments include the supply and sale of integrated
circuits in the ‘Smart Power’ (power management), ‘True Mics’
(silicon microphones) and ‘Enhanced Soundware’ product lines,

as outlined in pages 4 to 12 of the Business Review section of this
Annual Report and Accounts 2009. None of these segments

meets any of the quantitative thresholds for determining reportable -
segments in 2009 or in 2008 and, accordingly, the relevant revenue
and segment gross profits are shown in aggregate as ‘other
operating segments’. .

Information regarding the operation of the reportable segment is
included below. The CEQO assesses the performance of the
operaiting segments based on revenue and a measure of segment
gross profit. Segmeht gross profit is used to measure performance
as management believes that such information is the most relevant
in evaluating the results of the segment. The gross profit measurement
basis excludes the effects of non-recurring expenditure from
operating segments, such as restructuring costs and exceptional
inventory write downs. Interest income and expenditure are not -
included in the result for each operéting segment that is reviewed
by the CEO. Other information provided to the CEO is measured

in a manner consistent with that in the financial statements.

The segment information is prepared using accounting policies
consistent with those of the Group as a whole. There were no
inter-segment transactions in the periods presented.

The assets and liabilities of the Group are not reviewed by the chief
operating decision-maker on a segment basis. Therefore none of
the Group’s assets and liabilities are segmental assets and segmental
liabilities respectively and all are unallocated for segmental
disclosure purposes. ’

All segments are continuing operations.



Notes to the finzncial statements (continu 2d)

3. Operating segmernts (coritinued)

Puré Sound Other operating segments R Total”
2009 2008 2009 2008 2009 2008
$000 . $000 $000 $000 $000 $000
Total external revenues v 116,149 1 94,_51 1 5,182 3,688 121,331 198,199
Reportable segment gross profit 58,712 98,894 2,769 1,903 61,481 100,797
Reportable segment assets - - - - - -
Capital expenditure - - - - - -
Reportable segment liabilities - - - - - -
Reconciliations of reportable segment revenues, profit or loss, assets and liabilities and other material items
2009 2008
$000 $000
Revenues
Total revenue for reportable segments 116,149 194,511
Total revenue for other operating segments 5,182 3,688
Consolidated revenue 121,331 198,199
Profit or loss
Total gross profit for reportable segments 58,712 98,894
Total gross profit for other operating segments 2,769 1,903
Unallocated amounts:
Corporate overhead expenses (76,781) (86,105)
Inventory write-downs - (3,500)
Restructuring costs - (2,850) .
Onerous lease costs (500) -
Operating (loss) / profit for the period (15,800) 8,342
Financial income 2,306 4,210
Financial expense (1,316) (1,922)
Consolidated (loss) / profit before income tax {14,810) 10,630
Assets
Total assets for reportable segments - -
Total assets for other operating segments - -
Goodwill and acquired intangible assets: Sonaptic 29,098 33,807
Goodwill and acquired intangible assets: Oligon 5,704 5,809
Other unallocated amounts 161,948 167,840
Consolidated total assets 196,750 207,456
Liabilities )
Total liabilities for reportable segments - -
Total liabilities for other operating segments - -
Other unaliocated amounts (28,735) (31,126)
Consolidated total liabilities {28,735) (31,1286)
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Notes to the financial statements (continued)

3. Operating segments (continued)

Reportable Consolidated

. - segment totals ) Adjustments totals

Other material items-2009 . . $000 $000 $000
Financial income : - 2,306 : 2,306
Financial expense : - (1,316) (1,316)
Capital expenditure . - 6,635 6,635
Depreciation and amortisation . - 13,893 13,893
Reportable ’ Consolidated

segment totals Adjustments totals

Other material items 2008 - $000 $000 $000
Financial income ’ v - 4,210 4,210
Financial expense - (1,922) . (1,922)
Capital expenditure - 6,070 6,070
Depreciation and amortisation ' . 14,379 14,379

Geographibal information

The operating segments are managed from the United Kingdom on a worldwide basis, but operate: research and development facilities in the
United Kingdom and in Japan; subcontracted manufacturing operations in South East Asia and in Europe; and sales offices in China, Japan,
Korea, Singapore, Taiwan and the United States of America.

In presenting the consolidated information on a geographical basis, revenue is based on the geographical location of customers.
The United Kingdom is the place of domicile of the parent company, Wolfson Microelectronics plc. All of the Group’s revenue originates from the
United Kingdom. ‘ '

Analysis of revenue by destination*:

53 weeks 52 weeks

ended ended

3 January 28 December

2010 ' 2008

$000 . $000

Japan : 21,018 32,693
Asia Pacific 83,155 133,815
Americas 6,038 7,919
Europe and rest of world ) ) . 11,120 23,672
Total : ) 121,331 198,199

* Destination is defined as the location of the direct customer

The Group’s revenue from customers based in the United Kingdom is $9,162,000 in the 53 week period ended 3 January 2010
(2008: $20,889,000). :
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3. Operating segments (continued)

Analysis of revenue by category:

Notes to the finzncial statements (continuzd)

53 weeks ' 52 weeks
ended ended
3 January 28 December
2010 2008
$000 $000
Revenues from:

Products sold 120,033 196,572
Royalty income and design services 1,298 1,627
Total 121,331 198,199

Analysis of non-current assets (excluding goodwill and other intangible assets):
As at As at
3 January 28 December
2010 2008
- Note $000 $000
Japan 153 96
Asia Pacific 7,379 9,248
Americas 93 27
Europe and rest of world* 24,469 25,030
10 32,094 34,401

* Includes the United Kingdom which had non-current assets (excluding goodwill and other intangible assets) of $24,456,000 as at 3 January 2010 {as at 28 December 2008: $25,005,000).

Major customer

Revenues from the largest customer of the Group in 2009 represents approximately $16,200,000 (largest customer in 2008: $26,100,000)

of the Group’s total revenues. The largest customer of the Group in 2009 was not the largest customer of the Group in 2008.

4. Exceptional charges

During the 53 week period ended 3 January 2010, an exceptional charge of $0.5 million has been recognised in the consolidated income
statement in respect of the remaining lease costs of the exited offices in the south of England, following the consolidation of these offices

into a new office in Newbury.

In the preceding 52 week period ended 28 December 2008, as disclosed in the 2008 consolidated financial statements of the Group,
restructuring costs of $2.85 million were recognised in the period as an exceptional charge in the consolidated income statement as a
programme was undertaken during that period to review the non-R&D cost base of the Company, together with exceptional inventory

write downs of $3.5 million consequent on a significant drop in forecast demand identified during the final quarter of 2008.
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Notes to the financial statements-{continued)

4. Exceptional chvarges (continued)

Analysis of exceptional charges:

53 weeks 52 weeks
ended ended
3 January 28 December
2010 2008
$000 $000
Onerous lease costs: .
Distribution and selling costs {500} -
(500) -
Restructuring costs:
Distribution and selling costs - (743)
Research and development expenses - (127)
Administrative expenses - (1,980)
- . (2,850)
Exceptional write down of inventories:
Cost of sales - (3,500)
Total exceptional charges recognised in the period (500) (6,350)
5. Operating expenses
53 weeks 52 weeks
ended " ended
3 January 28 December
- 2010 2008
o $000 $000-
Operating (loss) / profit is stated after charging / (crediting):
Depreciation (note 10} S 7,233 7,552
Amortisation of intangible assets (note 11) 6,660 6,827
Write down of inventories: )
- before exceptional charge 463 1,934
- exceptional charge (note 4) ] - 3,500
Allowance for doubtful trade receivables 150 150
Gain on disposal of property, plant and equipment and intangible assets (6) -
Loss / (gain) on foreign exchange transactions and translation ) 364 - (1,281)
Audit and non-audit fee disclosure
53 weeks 52 weeks
ended ended
3 January 28 December
2010, 2008
$000 $000
Audit of these financial statements (Group and Company) ' ) 132 148
Amounts receivable by auditors and their associates in respect of:
Audit of financial statements of subsidiaries pursuant to legislation’ ' 21 13
Other services provided to overseas branches of the Company . ‘ 30 113
Other services relating to taxation . 94 124

All other services 50 67
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6. Personnel expenses

Notes to the financial statements (continued)

Group . Company
" 53 weeks 52 weeks 53 weeks 52 weeks
ended ended - ended ended
3 January 28 December. : 3 January 28 December
2010 2008 2010 2008
No. No. No. No.
Average number of employees,
including executive directors, by activity: v
Design and deveiopment 214 202 - 209 202
Selling and distribution 130 -o127 98 113
Administration ' 37 37 37 37
381 366 . 344 352
Group . Company
53 weeks 52 weeks 53 weeks 52 weeks
ended ended ended . ended
3 January 28 December 3January - ‘28 December
2010 2008 2010 2008
$000 . '$000 ’ $000 $000
Wages and salaries 27,967 34,361 23,803 ' 31,623
Social security costs 3,359 3,326 3,045 3,138
Contributions to defined contribution pension plans 1,049 1,039 . 942 099
Defined benefit pension costs (note 18) 222 577 222 577
Equity-settled share-based payment transactions (note 18) 2,254 3,671 2,173 3,496
' 34,851 42,974 30,185 39,833

“ Information regarding the directors’ remuneration, shareholdings, share options, other share-based payments and pension arrangements is

contained in the Directors’ Remuneration Report on pages 34 to 47.

7. Net financing income

53 weeks 52 weeks

ended ended

3January 28 December

2010 . : 2008

$000 $000

Bank interest receivable 1,441 3,062
Other interest receivable . 64 -
Expected return on defined benefit pension plan assets (note 18} 801 1,148
Financial income 2,306 " 4,210
Other interest payable (76} ©(93)
Notional interest arising on discounted payables (244) (673)
Interest on defined benefit pension obligation (note 18) {996) (1,256)
Financial expenses (1,316) (1,922)
Net financing income 990 .2,288
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Notes to the financial statements (continued)

8. Income tax (credit) / expense

Current tax

Current tax fér the current and prior periods is classified as a current liability to the extent that it is unpaid. Amounts paid in excess of
amounts owed are classified as a current asset. The Group has a current tax asset of $3,107,000 at 3 January 2010 (as at 28 December
2008: $896,000 liability), The Company has a current tax asset of $3,169,000 at 3 January 2010 (as at 28 December 2008: $991,000 liability).

Recognised in the income statement

52 weeks

53 weeks
ended " ended
3 January 28 December
2010 2008
$000 $000
Current tax (credit) / expense 7
Current year {2,971} 4,208
Adjustments for prior years (261} (153)
Overseas taxes 218 23
(3,013) 4,078
Deferred tax (credit) / expense'
Origination and reversal of temporary differences (2,025) (1,380)
Adjustments for prior years 452 266
{1,573) (1,114)
Total income tax (credit) / expense in income statement (4,586) 2,964
Current and deferred tax recognised directly in equity
53 weeks " 52 weeks
ended ended
3 January 28 December
2010 2008
$000 $000
Relating to equity-settled transactions — current tax - 23)
Relating to equity-settled transactions - deferred tax (note 13) {673) 960
Relating to net pension liability (note 13) (805) (96)
(Increase) / decrease in equity {1,478} 841
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8. Income tax (credit) / expense (continued)

Reconciliation of effective tax rate

Notes to the financia! statements (continued)

53 weeks 53 weeks 52 weeks 52 weeks
ended ended . ended ended
~ 3January 3 January 28 December 28 December .
2010 2010 2008 2008,
% $000 % $000
(Loss) / profit before tax (14,810) 10,630
Income tax using the UK corporation tax rate (28.0%) (4,147) 28.5% 3,030
Effect of tax rates in foreign jurisdictions (rate increased) 1.5% 219 0.2% 23
Non-deductible expenses ’ 0.8% 115 41% 431
Tax incentives not recognised in the income statement {10.8%)}) (1,6G0) (18.1%). (1,922)
Tax expense on share options {0.9%) {130} 7.6% 806
Adjustments relating to prior years 1.3% 181 1.1% 113
Tax losses not recognised 5.2% 766 4.5% 483
(30.9%) (4,586) 27.9% 2,964
9. Earnings per share

53 weeks 52 weeks

ended ended

3 January 28 December

2010 2008

$000 $000

(Loss) / profit for the period attributable to equity shareholders (basic and diluted) (10,224) 7,666
Exceptional charges after tax* 360 4,655
Amortisation of acquired intangible assets* 3,612 3,620
Share-based payment expenses and related payroll taxes™ 1,851 2,283
Underlying (loss) / profit for the period attributable to equity shareholders (basic and diluted) v (4,401) 18,224
cents cents

Basic {loss) / earnings per share (8.88) 6.52
Diluted (loss) / earnings per share . (8.88) 6.50
Underlying basic (loss) / earnings per share {3.82) 15.51
(3.82) 15.45

Underlying diluted‘ (loss) / earnings per share

* after the tax impact of this charge
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Notes to the financial statements (continued)

9. Earnings per share (continued) .
The weighted average number of ordinary shares used in the calculation of basic and diluted (loss) / earnings per share for each period were
calculated as follows: .

53 weeks 52 weeks

ended ended

3 January 28 December

. 2010 2008

No. of shares ’ No. of shares

Issued ordinary shares at start of period ' 115,120,980 : 118,276,980

. Effect of shares issued during the period from exercise of employee share options 39,875 33,608
Effect of shares cancelled during the period following purchase by Company of own shares - (791,389)
Weighted average number of ordinary shares at end of period — . . - —

for basic (loss) / earnings per share and diluted loss per share 115,160,855 117,519,199

Effect of share options in issue ’ _ 398,288 465,704
Weighted average number of ordinary shares at end of period - . - —

for diluted earnings per share : 115,559,143 117,984,903

Basic (loss) / earnings per share

The calculation of basic loss per share for the 53 week period ended 3 January 2010 was based on the loss attributable to equity
shareholders of $10,224,000 (52 week period ended 28 December 2008: $7,666,000 profit) and a weighted average number of ordinary
shares during the 53 week period ended 3 January 2010 of 115,160,855 (2008: 117,519,199), calculated as shown above.

Diluted (loss) / earnings per share

The calculation of diluted loss per share for the 53 week period ended 3 January 2010 was based on the loss attributable to equity
shareholders of $10, 224 000 (52 week period ended 28 December 2008: $7,666,000 profit) and a weighted average number of ordinary
shares during the 53 week period ended 3 January 2010 of 115,160,855 (2008: 117,984,903), calculated as shown above.

The average market value of the Company’s shares for the purposes of calculating the dllutlve effect of share options was based on quoted
market prlces for the period that the options were outstandmg

Underlymg basic (loss) / earnings per share

The calculation of underlying basic loss per share for the 53 week period ended 3 January 2010 was based on the loss attributable to equity
shareholders, before: the exceptional charge; amortisation of acquired mtanglble assets; and share-based payment expenses and related
payroll taxes (net of tax effect), of $4,401,000 (2008: $18,224,000 profit) and a weighted average number of ordinary shares during the

53 week period ended 3. January 2010 of 115,160,855 (2008: 117,519,199), calculated as shown above. .

Underlying diluted (loss) / earnings per share )

The calculation of underlying diluted loss per share for the 53 week period ended 3 January 2010 was the same as the calculation for
underlying basic loss per share for that period, as described above. : )

The calculation of underlying diluted earnings per share for the 52 week period ended 28 December 2008 was based on the profit attributable
to equity shareholders, before: the exceptional charges; amortisation of acquired intangible assets; and share-based payment expenses
(net of tax effect), of $18,224,000 and a weighted average number of ordinary shares during the 52 week period ended 28 December 2008
of 117,984,903, calculated as shown above. . .
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10. Property, plant and equipment

Notes to the finencial statements (continuad)

Furniture

Motor

Land and - Plant and Computer .

buildings - machinery hardware and fittings vehicles Total
Group $000 :$000 $000 $000 $000 $000
Cost . .
At 31 December 2007 18,882 31,067 3,652 2,439 127 56,167
Additions - 2,691 1,659 241 59 4,650
Disposals - - - 22) (22)
Transfer - (158) 158 - . -
Effect of movement in
exchange rates - - 119 107 - (1) 215
At 28 December 2008 18,882 33,600 5,588 2,787 153 61,010
At 29 December 2008 1 8;882 33,600 5,588 2,787 153 61,010
Additions - 2,609 . 1,786 546 21 4,962
Disposals - (14) (25) @ - 41)
Effect of movement in )
exchange rates - - 23 49 - 72
At 3 January 2010 18,882 36,195 7,372 3,380 174 66,(:03
Depreciation
At 31 December 2007 1,408 14,617 1,839 914 100 18,878
Charge for the period 377 6,057 839 254 25 7,552
Disposals B - - - (22) (22)
Transfer - (149) 149 - - -
Effect of movement in
exchange rates = E 98 103 - 201
At 28 December 2008 1,785 20,525 2,925 1,271 103 26,609
At 29 December 2008 1,785 . . 20,625 2,925 1,271 103 -26,609
Charge for the period 378 5,438 1,113 Co282 22 7,233 .
Disposals - 2 @) (1) - (5)
Effect of movement in ' .
exchange rates - (8) 22 58 - 72
At 3 January 2010 2,163 25,953 4,058 1,610 125 33,509
Net book value
At 31 December 2007 17,474 16,450 1,813 1,625 27 37,289
At 28 December 2008 17,097 . 13,075 2,663 1,516 50 34,401
At 29 December 2008 17,097 13,075 2,663 1,516 50 34,401
At 3 January 2010 16,719 10,242 3,314 1,770 49 32,394
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Netes to the financial statements (continued)

10. Property, plant and equipment (continued)

Land and : Plant and Computer ’ Furniture » Motor

: buildings machinery . hardware - and fittings vehicles : Total
Company $000 $000 '$000 ' $000 $000 ) $000
Cost - ,
At 31 December 2007 . 18,882 30,967 3,517 2,276 127 55,769
Additions - 2,691 1,649 202 59 4,601
Disposals . - (158) 29) (135) 81) (403)
At 28 December 2008 18,882 33,500 5,137 . 2,343 - 105 59,967
At 29 December 2008 18,882 33,500 5,137 2,343 105 59,967
Additions . - 2,494 1,768 466 21 4,749
Disposals ) - (14) - _ . - 14)
At 3 January 2010 18,882 35,980 6,905 2,809 126 64,702
Depreciation .
At 31 December 2007 ' 1,408 : 14,548 1,806 - 891 100 18,753
Charge for the period 377 6,031 776 ) 205 25 7,414
Disposals - ' (148) (34) (46) - (29) " (257)
At 28 December 2008 7 © 1,785 20,431 . 2,548 1,050 ) _ 9 25,910
At 29 December 2008 1,785 20,431 ‘ 2,548 ) 1,050 96 25,910
Charge for the period 378 5,394 1,083 ) 215 11 7,081
Disposals : - @ - - - [v4)
At 3 January 2010 . 2,163 ‘ 25,823 3,631 ' 1,265 107 32,989
Net book value .
At 31 December 2007 17,474 16,419 1,711 1,385 27 ) 37,016
At 28 December 2008 17,097 13,069 2,589 1,293 9 34,057
At 29 December 2008 17,097 13,069 2,589 1,293 9 34,057
At 3 January 2010 16,719 10,157 3,274 1,544 .19 31,713
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11. Intangible assets

Notes to the finaacial statements (continued)

_In-process )
: research & _ Deveioped Li Cust Comy
Goodwill development technology agreements relationships software Total
Group $000 $000 $000 $000 $000 $000
Cost
At 31 December 2007 22,399 1,900 16,294 5,382 440 5,061 51,476
Additions - - - - - 1,420 1,420
Revision to deferred consideration 543 - - - - - 543
At 28 December 2008 - 22,942 1,900 16,294 5,382 440 6,481 53,439
At 29 December 2008 22,942 1,900 16,294 5,382 440 6,481 53,439
Additions - - - - - 1,673 1,673
Disposals - - - - - (1,850) (1,850)
Revision to deferred consideration 202 - - - - - 202
At 3 January 2010 23,144 1,900 16,294 5,382 440 6,304 >53,4 34
Amortisation
At 31. December 2007 - - 1,428 674 220 3,639 5,961
Amortisation for the period - - 3,260 1,540 220 1,807 6,827
At 28 December 2008 - - 4,688 2,214 440 5,446 12,788
At 29 December 2008 - - 4,688 2,214 440 5,446 12,788
Amortisation for the period - 220 3,260 1,536 - 1,644 6,660
Disposals - - - - - (1,850) (1,850)
At 3 January 2010 - 220 7,948 3,750 440 5,240 17,538
Net book value
At 31 December 2007 22,399 1,900 14,866 4,708 220 1,422 45,515
At 28 December 2008 22,942 1,900 11,606 3,168 - 1,035 40,651
At 29 December 2008 22,942 1,900 11,606 3,168 - 1,035 40,651
At 3 January 2010 23,144 1,680 8,346 1,632 - 1,064 35,836
Amortisation charge ]
The amortisation charge is recognised in the following line items in the consolidated income statement:
53 weeks 52 weeks
ended ended
3 January 28 December
' 2010 2008
$000 $000
Distribution and selling costs 10 1
Research and development expenses 6,201 6,214
Administrative expenses 449 612
6,660

6,827
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Notes to the financial statements (continued)

11. Intangible assets (continued)

Impairment testing for cash-generating units containing goodwill
The. Group revrews goodwill annually for impairment or more frequently if there are nndlcatlons that goodwvll might be impaired.

“For the purposes of this annual review, the directors reviewed the balance of goodwill, in respect of the acquisitions in 2007 of Oligon L|m|ted

and Sonaptic Limited, for impairment in accordance with IAS 36 “Impairment of Assets”. No lmpalrment charge was considered necessary as
a result of this annual impairment review. .

For the purpose of impairment testing, goodwill is allocated to the Group’s operating segment which represents the lowest level within the
Group at which the goodwill is monitored for internal management purposes.

The carrying amounts of goodwill, by cash generating unit (CGU’), of $23,144,000 can be analysed as:

Analysis of goodwill:

As at As at
3 January 28 December

2010 2008
$000 . $000
Goodwill relating to Oligon - (True Mics operating segment - note 3) } ) ] 4,024 3,909
Gooduwill relating to Sonaptic - (Enhanced Soundware operating segment - note 3) . 19,120 19,033
23,144 22,942

The recoverable amount of a segment is based on value-in-use calculations and this is compared to the carrying amount of each CGU to
determine whether the respective CGUs require to be impaired. The basis applied has been deemed appropriate by the directors as it is
consistent with the way in which the value of the individual CGUs is assessed by management and would be by other market participants.
The method applied is to determine value-in-use by assessing the discounted pre-tax cash flows expected to be earned from specific
products developed from the acquired technologies within the respective CGUs. As the two |dent|f|ed CGUs share many of the same risk
factors the directors consader the discount rate appllcable to each CGU should be the same.

These calculations cover five years of projected pre- tax cash flows, which incorporate the approved business plan and current market data
regarding the relevant technologies. Management determined the financial projections based on its expectations of market developments
and likely end customer demand over the five year period. The forecast revenues which are included in the projected cash flows are
management’s current estimates and are based on identified specific opportunities for the developed products containing the acquired
technologies. Industry market data, regarding the projected demand for the end product applications containing the relevant technologies,
has also been used by management to assess the forecast revenues. -

The operating margins included in the projected cash flows reflect those deemed to be achievable in the commercial markets in which
the products will be sold and have been assessed over the five year period having regard to product life cycles and expected market

. demand characteristics.

Cash flows beyond the five year period are extrapolated using a terminal value multiple; terminal value having been estimated by management
based on year five cash flows.

The pre-tax discount rate applied to the cash flow projections was 25% (2008: 25%) and reflects the risks assessed by the directors as being
attributable to the relevant CGUs, and takes into account an assessment of relevant risk factors and appropriate external published
information.

Other potential opportunities, for the use of the technologies relating to the acquired business have not bee‘n factored into the projected
pre-tax cash flows for the purpose of this impairment testing. This is as a consequence of these opportunities involving aspects of the
technologies being integrated into other products and therefore the relevant cash flows are not separable.

The recoverable amounts of the CGUs exceeded the respective carrying values at the time of the impairment test.

Whilst cash flow projections are subject to inherent uncertainty, with volume estimates dependent to a large extent upon the timing of when
customers ramp their own production of the relevant consumer products themselves, sensitivity analyses were conducted on the
assumptions used in estimating the projected pre-tax cash flows. These indicated that a significant reduction of the projected cash flows
from the expected level would not cause the recoverable amount of the cash generating unit to fall below the carrying amount.

The Business Review on pages 4 to 12 contains details of the progress during the period with the development of the technologies )
associated with the acquired businesses.
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Notes to the fine ncial statements (continuzd)

11. Intangible assets (continued)

Contingent consideration

_ There are contingent cash consideration balances, which are payable in accordance with the terms of these acqunsntlons and are subject to
the achievement of certain milestones, of $2.3 million and $5.3 million within current and non-current liabilities respectively as at 3 January
2010 (as at 28 December 2008: $3.3 million and $6.2 million respectively). These contlngent cash consideration liabilities have been
assessed based on the probability of their payment as at 3 January 2010 and the amounts have been discounted to their present values.
During 2009, the contingent cash consideration amounts were reviewed and reassessed and, as a result of which, the contingent cash

consideration liabilities increased by a total of $202,000 with a corresponding increase to goodwill.

Computer

Intellectual

. property rights software Total
Company ' : . $000 $000 $000
Cost
At 31 December 2007 ’ ’ 2,525 5,061 7,586
Additions - 1,420 1,420
Disposals - - ) )
At 28 December 2008 2,525 6,476 3,001
At 29 December 2008 ' 2525 6,476 9,001
Additions ) - 1,673 1,673
Disposals - (1,850) (1,850)
At 3 January 2010 2,525 6,299 8,424
Amortisation
At 31 December 2007 ) : 63 3,639 3,702
Amortisation for the period . 253 1,807 2,060
Disposals : - @) @)
At 28 December 2008 ) v 316 5,442 5,758
At 29 December 2008 316 5,442 5,758
Amortisation for the period ) 253 1,644 1,897
Disposals ' - (1,850) (1,850)
At 3 January 2010 ’ ' 569 5,236 5,405
Net book value )
At 31 December 2007 ) 2,462 1,422 3,884
At 28 December 2008 ’ 2,209 1,034 3,243
At 29 December 2008 s 2,209 1,034 3,243
At 3 January 2610 . v 1,956 1,063 3,119
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Notes to the financial statements (continued) .

12. Investments in subsidiaries

“Total
Company ) : $000
Cost - . .
At 31 December 2007 43,090
Revision to consideration for cost of investment (note 11) : 543
At 28 December 2008 } : 43,633
At 29 December 2008 43,633
Revision to consideration for cost of investment (note 11) 202
At 3 January 2010 , ’ 43,835
Note 25 contains details of these subsidiaries.
13. Deferred tax assets and liabilities
Recognised deferred tax assets and liabilities
Assets E Liabilities Net
2009 2008 : 2009 2008 . 2009 2008
" Group $000 . $000 $000 $000 $000 $000
Property, plant and e‘quipment - - 1,749 2,253 1,749 2,253
Intangible assets ' (439) (400) 3,264 4,670 2,825 4,270
Employee benefits — pensions ) (639) (377) - - (639) @77)
Employee benefits — share-based payments (1,613) (351) - - (1,613) 351)
Other items (244) - (720) 216 270 . (28) (450)
Deferred tax (assets) / liabilities (2,935) (1,848) - 5,229 7,193 2,294 5,345
Set off of tax 2,935 1,848 (2,935) (1,848) - -
Net deferred tax (assets) / liabilities - - 2,294 5,345 2,294 5,345
Assets ) Liabilities . Net
2009 2008 2009 2008 2009 2008
Company . ’ $000 $000 $000 $000 - %000 - - $000
Property, plant and equipment - - 1,748 2,245 1,749 2,245
Intangible assets . . (439) (400) - - : (439) (400)
Employee benefits — pensions {639) 377) - - ) (639) 377)
Employee benefits — share-based payments (1,541) (340) - - {1,541) (340)
Other items {165) (324) 188 244 23 (80)’
Deferred tax (assets) / liabilities (2,784) (1,441) ' 1,937 2,489 (847) 1,048
Set off of tax 1,937 1,441 (1,937) (1,441). ) - -
Net deferred tax (assets) / liabilities {847) - o 1,048 (847) - 1,048
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Notes to the finaacial statements {(continued)

13. Deferred tax assets and liabilities (continued)

Movement in temporary differences during the period

Balance at Balance at
31 December Recognised Recognised 28 December
. N i . 2007 in income in equity © 2008
Group L : $000 $000 $000 $000
Property, plant and equipment ‘ ' 2,682 ’ (429) - 2,253
Intangible assets 5,881 (1,611) - 4,270
Employee benefits ~ pensions A (1,097) 816" ) (96) (377)
Employee benefits — share-based payments (1,165) . (146) 960 (351)
Other items ) (706) 256 - (450)
5,595 (1,114) 864 5,345
. Balance at : * Balance at
29 December Recognised in Recognised 3 January
2008 income - in equity 2010
$000 “$000 $000 $00
Property, plant and equipment 2,253 (504) - 1,749
Intangible assets 4,270 (1,445) - 2,825
Employee benefits — pensions ) (377) 543 (805) . (€39)
Employee benefits — share-based payments (351) (589) 673) (1,613)
Other items : (450) 422 - (28)
5,345 (1,573) (1,478) ’ 2,294
Balance at Balance at
31 December Recognised in Recognised in 28 December
2007 income equity 2008
Company ) . - $000 $000 $000° ) $000
Property, plant and equipment 2,613 (368) - 2,245
Intangible assets (194) : (206) - (400)
Employee benefits — pensions : ' (1,097) 816 (96) 377)
Employee benefits — share-based payments (1,163) ' (146) 969 (340)
Other items ) ) (301) 221 - (80)
(142) 317 ’ 873 1,048
Balance at . Balanc: at
29 December Recognised in - - Recognised in 3 January
2008 income . . equity 2110
$000 $000 $000 $200
Property, plant and eguipment » 2,245 (496) ' - 1,749
Intangible assets ' (400) 39) - (439)
Employee benefits — pensions . , ' (377) 543 (805) (639)
Employee benefits — share-based payments (340) . (661) (640) (1,541)
Other items (80) 103 - 23

1,048 (450). (1,445) (847)
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Notes to the financial statements (continued) '

13. Deferred tax assets and liabilities (continued)

Unrecognised deferred tax assets
Deferred tax assets have not been recognised in respect of the following items:

Group . Company

2009 - . 2008 2009 2008
$000 $000 $000 $000
Tax losses ' 1,912 1,117 140 140

Deferred tax assets have not been recognised in respect of the tax amount of these items because it is not probable that future taxable profit
will be available against which the Group and the Company can utilise the benefits thereon.

14. Inventories

Group and Company

2009 2008

$0(_)0 $000

Raw materials and consumables L ’ 3,640 8,402
Work in progress . 2,063 2,897
Finished goods : 5,586 7,690
11,289 18,989

In the 53 week period.ended 3 January 2010 raw materials and consumables and changes in finished goods and work in progress
recognised as cost of sales amounted to $56,194,000 (52 week period ended 28 December 2008: $95,383,000).

15. Trade and other receivables

) Group Company

2009 " 2008 2009 2008

_ $000 ' $000  $000 $000

Trade receivables 14,163 17,985 14,023 17,844
Amounts due from subsidiaries . - - 3,869 1,812
Other receivables ) : 648 1,294 611 1,253
Prepayments and accrued income 1,813 1,943 1,213 1,445
16,624 21222 . 19,716 22,354

The Group and Companys exposure to credlt and currency risks and impairment losses related to trade and other recelvables are disclosed
in note 21.
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Notes to the finzncial statements (continuad)

16. Cash and cash eduiyalents and short-term deposits

Group Company

2009 2008 . © 2009 2008
$000 $000° $000 $000
Bank balances ' 1,149 10,457 531 10,141
Bank deposits : . 13370 2,129 13,158 177
Cash and cash equivalents 14,519 12,586 13,689 10,318
Short-term deposits _ ' . 83,251 70,607 83,251 79,607

The Group and Company’s exposure to interest rate risk and a sensitivity analysis for financial assets and liabilities are disclosed in note 21.

17. Capital and reserves

Share capiial and share premium

Asat3 Asat

January 28 December

2010 2008

No. of shares - No. of shares

In issue at start of period o 115,120,980 118,276,980
Issued for cash on exercise of employee share options 118,000 53,000
Cancelled on purchase by Company of own shares ) - . (3,209,000)
In issue at end of period - fully paid ) - 115,238,980 115,120,980

At 3 January 2010, the authorised share capital comprised 135,000,000 ordinary shares (as at 28 December 2008: 135,000,000) which have
a nominal value of 0.1 pence per share. All issued shares are fully paid.

The holders of ordinary shares are entitled to one vote per share at meetings of the Company and are entitled to receive dividends as
recommended by the directors. The holders of ordinary shares also have an unlimited right to share in the surplus remaining on a winding
up after all creditors are satisfied. . )

During the 53 week pefiod ended 3 January 2010; 118,000 ordinary shares of 0.1 pence, which had an aggregate nominalivalue of £118
($192), were issued for a total consideration of £44,200 ($72,000).

The Company did not purchase any of its own ordinary shares of 0.1 pence each in the 53 week period ended 3 January 2010 (52 week
period ended 28 December 2008: 3,209,000 own ordinary shares purchased by the Company) for a total consideration, including expenses,
of $nil (2008: $6,661,000 and those shares had an aggregate nominal value of £3,209 i.e. $6,000 and all of those shares were immediately
cancelled in 2008). : L, : -

During the 53 week period ended 3 January 2010, the Company’s employee share trusts acquired none (2008: none) of the Company’s
shares for a-consideration of $nil (2008: $nil). There were 5,056,461 of the Company'’s ordinary shares held by the Company’s employee
share trusts as at 3 January 2010 (as at 28 December 2008: 5,378,301 ordinary shares).
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Notes to the financial statements (continued)

17. Capital and reserves (continued)
Options

“The Company’s directors, senior management and employees have been granted options over ordinary shares under employee share option
-schemes as follows:

At 29 December ) . A At 3 January

2008 Exercised Granted Lapsed 2010

First scheme ~ 25,000 - R - 25,000
Second scheme ' : 525,100 (100,000) ) - - 425,100
EMI scheme ) 243,000 (18,000) - - 225,000
2003 Executive Share Scheme - A 96,068 - 186,211 (7,102) 275,177
2003 Executive Share Scheme - B ) . 474,363 - 1,051,769 (166,105) 1,360,027
2003 All Employee Share Scheme — A 1,683,655 - . - - (257,895) 1,425,760

" 2003°Al Employee Share Scheme - B’ 1,880,393 - - (180,383) 1,700,010
4,927,579 (118,000) 1,237,980 (611,485) ) 5,436,074

Retained earnings reserve

The movements in this reserve for the Group and for the Company, in the 53 week penod ended 3 January 2010, are shown in the
statements of changes in equity on pages 52 and 53 respectively.

" The cumulative foreign currency translation differences for foreign operations in the Group was $3,000 gain in the 53 week period ended 3
" January 2010 (52 week period ended 28 December 2008: $5,000 loss) and is included within the retained earnings reserve.

‘Capital redemption reserve

The balance on this reserve as at 31 December 2007 represented an amount equal to the nominal value of deferred shares which were
bought back by the Company out of profits during the year ended 31 December 2003. These deferred shares were then cancelled.

During 2008, as a result of the cancellation of those own shares which were purchased by the Company, an amount equal to the nominal
value of those shares, totalling £3,209 ($6,000) has been transferred to this reserve.

There were no movements in this reserve during the 53 week period ended 3 January 2010.

Hedging reserve

The hedging reserve comprises the eﬁéctive portion of the cumulative net change in fair value of cash flow hedging instruments related to
hedged transactions which have not yet occurred (note 21).

18. Employee benefits

Retirement benefits schemes

As at - As at

3 January .28 December

2010 2008

Group and Company ) .. $000 '$000
Present value of funded obligations ) . {22,191) (14,382)
Fair value of plan assets 19,908 13,035
Recognised liability for defined benefit obligations (page 81) : ) {2,283) (1,347)
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18. Employee benefits (continued)

Liability for defined benefit obligations

Notes to the financial statements (continucd)

The Group makes contributions to a UK-based defined benefit plan that provides pension benefits for UK employees upon retirement.
The plan was closed to new entrants with effect from 2 July 2002. The defined benefit plan and actuarial assumptions are based on

sterling denominated assets and liabilities.

Plan assets consist of the following:

As at As at

3 January 28 December
2010 ’ 2008
$000 $000
Equity securities 9,264 5,948
Government bonds 4,091 3,833
Corporate bonds 4,117 3,192
Cash 2,391 18
Other assets 45 44
19,908 13,035
Movements in the liability for defined benefit obligations
53 weeks ‘ 52 weeks
ended ended
3 January - 28 December
2010 2008
$000 $000
Liability for defined benefit obligations at start of period 14,382 22,533
Current service cost (note 6) 222 577
Interest cost (note 7) 996 1,256
Contributions by plan participants 150 216
Actuarial losses / (gains) recognised in equity 5,012 (3,914)
Exchange differences 1,429 (6,286)
Liability for defined benefit obligations at end of period 22,191 14,382
Movements in plan assets
53 weeks 52 weeks
ended ended
3Jdanuary 28 December
2010 2008
$000 : $000
Fair value of plan assets at start of period 13,035 18,615
Contributions by the employer 2,563 3,140
Contributions by plan participants 150 216
Expected return on plan assets {note 7) 801 1,148
Actuarial gains / (losses) recognised in equity 2,137 (4,258)
_Exchange differences 1,222 (5,826)
Fair value of plan assets at end of period

19,908 13,035
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Motes to the financial statements (continued)

18. Employee benefits (continued)

Expense recognised in the income statement

53 weeks 52 weeks
ended ended
3 January . 28 December
2010 - 2008
$000 $000
Current service costs . o 222 577
Interest on obligation 996 1,256
Expected return on plan assets : (801) (1,148)
) 417 685
- Exchange differences ’ . 207 (460)
624 225
The expense is recognised in the following line items in the income statement:
53 weeks 52 weeks
ended ended
3 January 28 December
2010 . 2008
$000 $000
Distribution and selling costs 45 117
Research and development expenses ) 126 - 327
Administrative expenses 51 133
Total current service costs (note 6} 222 877
Exchange differences: .
Distribution and selling costs ) ’ 42 93)
Research and development expenses - 117 (260)
Administrative expenses 48 (107)
207 (460)
Financial income {801) (1,148)
Financial expense 996 1,256
Actual return on plan assets . ) : 3,042 (4,068)
Actuarial gains and losses recognised directly in equity
53 weeks 52 weeks
ended ended
3 January 28 December
2010 2008
$000 $000
Cumulative amount of actuarial losses at beginning of period . 5,418 } l 5,074
Recognised loss during the period ’ 2,875 344
Cumulative amount of actuarial losses at end of period ‘ 8,293 5,418
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Notes to the finzncial statements (continu 2d)

18. Employee benefits (continued)

Actuarial assumptions .
Principal actuarial assumptions at the balance sheet date (expressed as weighted averages).

2009 . 2008

Discount rate at 3 January 2010 / 28 December 2008 ) ) 5.66% : 6.50%
Expected return on plan assets * = Equities 7.00% 7.00%"
- Bonds ’ 4.75% 4.75%

- Other . 6.50% 2.00%

Future salary increases ' . 4.00% 4.00%
Future pension increases ., 3.70% - 3.00%
Inflation assumptiori : : 3.70% ’ 3.00%
Mortality table ) PXA92, 3irth year, PXA92, Birth year,
) Nediiim Gohort Medium Cohort

Assumptions regarding future mortality are based on published statistics and mortality tables. The expected long-term rate of return is based
on the portfolio as a whole and not on the sum of the returns on individual asset categories.

Historical information

Asat Asat - As at As at As at As at

3 January 28 December 30 December 31 December 31 December . 31 December

2010 2008 2007 - 2006 2005 2004

$000 $000 $000 . $000 $000 $000

Present value 'of defined benefit obligation (22,191) (14,382) (22,533) . (24,291) (17,686) (14,979)
Fair value of plan assets 19,908 13,035 18,615 14,034 . 10,436 7,049
Deficit in the plan (2,283) (1,347) (3,918) (10,257) (7,250) -+ (7,930)
2009. 2008 2007 2006 2005 } 2004

$000 ° $000 $000 $000 $000 - $000

. Experience adjustments arising on plan liabilities (323) . 788 314 (394) 126 - (533)

Experience adjustments arising on plan assets - 2,241 (5,221) (244) 400 1,483 259

The Group and Company expect to pay approximately $0.5 million in ongoing contributions in 201 0. The deficit reported in the latest draft
actuarial valuation of the defined benefit plan, as at 1 March 2009, was approximately £5 million and the Company paid, in respect of that
deficit, £1.3 million ($2.2 million) in the 53 week period ended 3 January 2010. The latest draft actuarial valuation of the defined benefit
plan is being considered by\the Company.and by the trustees of the plan so that a contributions schedule can be defined and agreed.
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Notes to the financial statements (continued)

18. Employee benefits (continued)

Share-based payments

Share option plans .

In previous years the Group has established a share option
programme that entitles directors, senior management and other
employees to purchase shares in the Company. Grants have been
made of share options in the period from 1995 to June 2008.
During the 53 week period ended 3 January 2010, share options
were granted to executive directors and senior management as
part of the 2009 long term incentive scheme arrangermients (pages
38 and 47). In accordance with these share option schemes, options
are exercisable at the market price of the shares at the date of grant.

Additionally, there were 28 separate grants of share options to
employees before 7 November 2002. The recognition and
measurement principles in IFRS 2 have not been applied to these
grants in accordance with the transitional provisions of IFRS 1
and IFRS 2.

The Wolfson Microelectronics 2006 Performance Share Plan
This long term incentive plan was approved by shareholders, at an
Extraordinary General Meeting on 16 February 2006. The first grant
of contingent shares was made on 10 March 2006 to executive
directors and senior management as part of a long term incentive
plan and further awards were made to senior management in
September and October 2006. During 2007, a grant of cbntingent
shares was made on 7 February 2007 to executive directors and
senior management and a further award was made in August 2007
to senior management. During 2008, a grant of contingent shares
was made on 30 April 2008 to executive directors and senior
management. In addition, awards were made to specific other
senior managers in September and December 2008. In 2009,
awards of contingent shares from this plan were made to the
executive directors and senior management as part of the long
term incentive arrangements. Further details are included in-the
Directors’ Remuneration Report on pages 38 and 43.

No consideration was paid for any of these awards. The fair value
is determined by reference to the market value of the shares at the
date of grant. The contingent share awards, granted in the period
until 2009, have non-market related vésting conditions and
therefore the likelihood of vesting has been taken into account
when determining the relevant charge. Vesting assumptions are
reviewed during each reporting period to ensure they reflect current
expectations. For the 2009 contingent share awards granted from
this scheme, there is a market and a non-market related vesting
condition which have equal weighting. Further details of this plan
are contained on pages 38 and 43 and 44 of the Directors’
Remuneration Report.
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The Wolfson Microelectronics Group Executive Shared
Ownership Plan (ExSOP)

On 20 March 2006, executive directors and other members of the
senior management team each acquired a beneficial interest as
joint owner in a number of shares in the Company for a consideration
of 1 pence per share. A further award to a new member of the senior
management team was made in September 2006.

In 2007, executive directors and other members of the senior
management team each acquired, on 7 February 2007, a beneficial
interest as joint owner in a number of shares in the Company for a
consideration of 1 pence per share. No ExXSOP awards were '
granted in 2008 nor in 2009.

The registered shareholder of the shares is RBC cees Trustee
Limited (in its capacity as trustee of The Wolfson Microelectronics
No. 1 Employees Share Trust). The beneficial interest in the award
shares is held jointly by the participant and RBC cees Trustee
Limited (in its capacity as trustee of The Wolfson"Microelectronics
No. 2 Employees Share Trust).

The interests in the ExXSOP award shares are defined by the terms
of an agreement between (1) RBC cees Trustee Limited (in its
capacity as trustee of The Wolfson Microelectronics No. 1 Employees
Share Trust), (2) the individual and (3) RBC cees Trustee Limited )
(in its capacity as trustee of The Wolfson Microelectronics No. 2
Employees Share Trust). i

The participants will, if and insofar as the performance targets are
met, derive the growth in value of a proportion of the ExXSOP award
shares (less the 5% per annum carrying cost). The performance
target set in relation to the 2007 award relates to the real growth
(i.e. growth above RPI) achieved over the three year period,
financial years 2007 to 2009, in adjusted earnings per share of the
Company. Adjusted earnings per share is calculated as the basic
earnings per share derived from the Company’s published report
and accounts. The Remuneration Committee may make
adjustments to the basic earnings per share as may be necessary
or appropriate, for example to take account of changes to
accounting standards, the actual length of the financial year in
question and to ensure a consistent basis of comparison from year
to year. For real growth of 10% per annum or higher, the participant
will derive the growth in value of 100% of the ExXSOP award shares;
for real growth of 5%, 25% of the ExXSOP award shares; for real
growth between these amounts, the percentage of the EXSOP
award shares will be determined by straight line interpolation
between these thresholds. The participant will derive no growth in
value of awards shares for real growth below 5%. Refer also to
pages 44 and 45 of the Directors’ Remuneration Report.



18. Employee benefits (continued)

The Wolfson Microelectronics 2008 Staff Performance
Share Plan '

_In 2008 the Company established a staff share scheme, The Wolfson
Microelectronics 2008 Staff Performance Share Plan, which allows
the grant of contingent share awards to employees, the vesting of
those shares being dependent on the individual remaining an
employee of the Group throughout the specified period. Awards
from this scheme can only be satisfied from shares held in the
employee share trusts, which have been purchased in the market,
rather than by new issue shares. In accordance with this share
scheme, no amounts are payable by the employees in respect of
the grant of these contingent share awards. The Company issued
contingent share awards from this scheme to employees during 2008.

The fair value is determined by reference to the market value of the
shares at the date of grant. The contingent share awards have non-

~market related vesting conditions and therefore the likelihood of
vesting has been taken into account when determining the relevant
charge. Vesting assumptions are reviewed during each reporting
period to ensure they reflect current expectations.

For the awards made in 2008, the contingent share awards will vest

on the date three years after the date of grant, subject to the award

holder remaining an employee within the Group throughout that
period uniess the award holder leaves employment within the
Group as a result of one of the specified circumstances defined in
the rules of the Scheme. ‘

Notes to the “inacial statements (continued)

The Wolfson Microelectronics 2009 Staff Performance
Share Plan

In 2009 the Company established this staff share scheme,

The Wolfson Microelectronics 2009 Staff Performance Share Plan,
which allows the grant of contingent share awards to employees
(excluding directors), the vesting of those shares being dependent
on the individual remaining an employee of the Group throughout
the specified period. Awards from this scheme can only be
satisfied from shares held in the employee share trusts, which have
been purchased in the market, rather than by new issue shares.

In accordance with this share scheme, no amounts are payable by
the employees in respect of the grant of these contingent share
awards. The Company issued contingent share awards from this
scheme to employees during 2009.

The fair value is determined by reference to the market value of
the shares at the date of grant. The contingent share awards have
non-market related vesting conditions and therefore the likelihood
of vesting has been taken into account when determining the
relevant charge. Vesting assumptions are reviewed during each
reporting period to ensure they reflect current expectations.

For the awards made in 2009, the contingent:share awards will
vest in three equal tranches on.each anniversary of the grant date
over a 3 year period such that the third tranche vests on the date

. 8 years after the date of award subject to the award holder

remaining an employee within the Group throughout that vesting
period unless the award holder leaves employment within the
Group as a result of one of the specified circumstances defined in
the rules of the Scheme.
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'Not_es to the fihancial-statements (continued)

18. Employee benefits (continued)

Share option plans

The terms and conditions of the share option grants which were outstandmg at any time durlng the 53 week period ended 3 January 2010
are as follows, whereby all options are settled by the physical delivery of shares:

are a share price appreciation target and cash conservation (each measure
having 50% weighting).

* 25% of the options granted can be exercised one year after the grant date and then, by equal monthtly instaiments, thereafter for the next three years.
* One third of the options granted can be exercised one year after the grant date, a further third on the second anniversary of the grant date and the final third of the

options granted can be exercised on the third anniversary of the grant date.

Wolfson Microelectronics plc : Annual Report and Accounts 2009

Employees .Number Vesting Contractuat life
Grant date entitled of options ‘conditions of options
1 23 March 2001 émployees 25,000 Three years of service 10 years
2 20 March 2002 directors, senior management and émployees 5,000 Three years of service 7 years
3 20 March 2002 directors, senior manégemem and employees 230,000 Three years of service ) 10 years
4 1 January 2003 directors and senior management 95,000 Three years of service and PBIT per share growth rate of 2005 profits relative 7 years
. to 2002 profits at least RPI+15% per annum. There is a sliding scale of options
vesting for lower performance but growth rate of above RPI +5%per annum
must be achieved.
5 25 April 2003 employees 20,000 Three years of service 7 years
6 3 June 2003 employees 13,000 Three years of service 10 years
7 14 August 2003 directors, senior management and employees 405,100 . Three years of service and conditional on the Company achieving an initial 7 years
public offering by 30 November 2003.
8 30 July 2004 employees 518,507 Four years of service* 10 years
9 27 August 2004° employees » 20,000 Four years of service* 10 years
10 30 July 2004 directors and senior mahagement 119,805 - Empioyéd during vesting period and increase of RPI plus 15% per annum in 10 years
. EPS in 2006 over EPS in 2003 (there is a sliding scale for lower performance).
11 10 March 2005 employees 413,465 Four years of service* . 10 years
12 10 March 2005 directors and senior management 189,719 Three years of service and increase of RPI plus 15% per annum in EPS 10 years
: in 2007 over EPS in 2004 (there is a sliding scale for lower performance).
13 10 March 2005 employees 5,000 Four years of service* 10 years
14 7 September 2005 employees 20,000 Four years of service* 10 years
16 23 November 2005 employeés 10,000 Four years of service* 10 years
16 16 March 2006 employees '597,426 Four yea}s of service! 10 years
17 2May 2006 employees 13,000  Four years of service" 10 years
18 19 June 2006 employees 7,833 Four years of service* . 10 years
19 24 August 2006 embloyees 160,000 Four years of service* . 10 years
20 25 September 2006 employees 45,000 Four years of service” 10 years .
21 26 October 2006 employees 17,000 Four years'of service* 10 years
22 27 November 2006 emp]oyeés 40,000 Four years of service* . 10 years
23 18 December 2006 director 118,374 Employed during vesting period and real growth in EPS above 5% in 2008 by 10 years
reference to 2007 as the base year. These options lapsed on 31 December 2008,
refer to page 47 of the Directors’ Remuneration Report.
24 5 February 2007 .eh:ployees 56,000 Three years of service** 10 years
25 5 February 2007 employees 765,470 Three years of service™ 10 years
26 5 February 2007 employees 528,406 Employed during vesting period of one year and to the extent that specific 10 years
business performance.objectives are achieved in the financial year 2007. ~
27 5 February 2007 employees 3,983 Three years of service** i 10 years
28 5 February 2007 employees 3,080 Employed during vesting period of one year and to the extent that specific 10 years
. business performance objectives-are achieved in the financial year 2007.
29 5 February 2007 director 54,833 The performance conditions were the same as for the ExSOPs granted on 10 years
7 February 2007, as stated on page 84.
30 6 August 2007 employees 27,700 Employed during vesting period and increase of RPI plus 10% per annum in 10 years
EPS in 2009 over EPS in 2008. (there is a sliding scale for-lower performance).
31 6 August 2007 employees 10,000 Three years of service*™ ’ 10 years
32 5 September 2007 employees 131,000 Three years of service** 10 years
33 7 November 2007 employees 69,400 Three years of service™ i 10 years
34 7 November 2007 senior management ) 60,000 Employed during vesting period and increase of RPI plus 10% per annum in 10 years
EPS in 2009 over EPS in 2006 (there is a sliding scale for lower pérformance).
35 5 December 2007 employees 30,000 Three years of service** 10 years
36 6 March 2008 employees 85,000 Three years of service™ 10 years
37  9June 2008 employees 13,200 Three years of service** . 10 years
38 19 March 2009 executive directors and senior managemént 1,195,427 Employed during the three year performance period. Performance conditions 10 years
. are a share price appreciation target and cash cqnservation (each measure .
having 50% weighting). Details of these performance conditions are included on
page 38 of the Directors’ Remuneration Report.
39 2 September 2009 senior management 42,553 Employed during the three year peﬁdrmance period. Performance conditions 10 years



Notes to the financial statements (continuad)

18. Employee benefits (continued)
The number and weighted average exercise prices of share options are as follows:

- Weighted average Number of Weighted average " Number of

exercise price options exercise price options - -
{pence) . . {pence) -

53 weeks 53 weeks 52 weeks . 52 weeks'
ended ended ended. ended
3 January 3 January 28 December 28 December
2010 2010 2008 ’ 2008
QOutstanding at the beginning of the period - 2422 4,927,579 | 2474 6,029,623
Lapsed during the period 271.8 (611,485) 270.2 (1,147,244)
Exercised during the period 37.5 (118,000) 26.8 (53,000)
Granted during the period . 93.7 1,237,980 132.3 98,200
Outstanding at the end of the period ) _ 209.5 5,436,074 ) 2422 - 4,927,579

Exercisable at the end of the per"iod 264.2 3,058,938 2533 2,885,931

The options outstanding at 3 January 2010 have an exercise price in the ranges as summarised below:

Number of options . Weighted

outstanding at -average remaining

: 3 January contractual life

Exercise price range . : 2010 (years)
15 to 20 perice ' ' 245,000 2.12
40 to 75 pence ' : 430,100 0.64
92 to 133 pence ) 1,233,627 ) 9.18
141 to 224 pence ' ’ 1,361,236 ’ 5.35
256 to 287 pence , - ‘ ' i » : 228,500 7.39
293.42 to 307.75 pence o : 1,195,986 7.10
411.34 to 479 pence : 741,625 . 834
5,436,074 -7 831

The weighted average share price during the 53 week period ended 3 January 2010 was 110.3 pence per share (52 week period ended 28
December 2008: 118.3 pence per share). ’

" The fair value of services received in return for share options granted is measured by reference to the fair value of share options granted.
The estimate of the fair value of the services received is measured baged on a Black-Scholes model.

Senior Senior Other Other

. . , Directors Directors fanagement* ‘Management employees employees*
Fair value of share options and assumptions 2009 2008 . 2009 2008 2002 2008
Fair value at measurement date (pence) 36 n/a . 47 . n/a n/a 59
Share price (pence) 92 n/a 122 n/a ' n/a 132
Exercise price (pence) ‘ 92 n/a 122 n/a " n/a 132
Expected volatility 59.7% n/a 58.7% ' n/a n/a 60.0%
Option life (weighted average life) 3 n/a 3 n/a n/a 3
Expected dividends . Nil n/a ‘ Nil . n/a n/a Nil
Risk free interest rate (based on UK government bonds) 2.2% " n/a 2.2% . n/a ' n/a " 5.0%

* as there were a number of separate option grants during the period the assumptions included in the table are the weighted average figures across all of these option grants in the period.

R
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Notes to the financial statements (continued)

18. Employee benefits (contmued)
The expected volatility is based on the historical volatility (calculated based on the weighted average remaining life of the share options),
adjusted for any expected changes to future volatility based on publicly available information.

Thesé share options are granted under a service condition and, for grants to senior management and directors, both non-market and market
performance conditions. Service and non-market performance conditions are not taken into account in the grant date fair value measurement
of the services received.

The Wolfson Microelectronics plc 2006 Performance Share Plan

.The fair value of the contingent shares is the market value of the Company’s shares on the date of the award

Number of Weighted

contingent average

performance fair value

shares {pence)

Outstanding as at 29 December 2008 ) 1,197,228 159.7

Awarded in the period . . 1,036,118 123.5

Vested in the period {226,367) 184.6

Lapsed in the period i {21,784) 386.8
Qutstanding as at 3 January 2010 1,985,195 124.6 .

ExSOPs . . :

The fair value of ExSOPs at grant date is determined using a valuation model which takes into account the terms and conditions upon which
the ExSOPs were awarded. The model inputs, in respect of the fajr value of the ExXSOPs granted in 2007 (i.e. those ExXSOPs which are
outstanding as at 3 January 2010), were: share price 304 pence and risk free interest rate (based on UK government bonds) 5.3%.

Weighted

average

Number of fair value

" ExSOPs {pence)

Outstanding as at 29 December 2008 ’ . » 365,080 ’ 91.2
Awarded in the period . v - -
Lapsed in the period . (94,584) 117.8
Outstanding as at 3 January 2010 ) . 270,496 81.9
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Notes to the financiel statements (continucd)

18. Employee benefits (continued)

Deferred share awards

Deferred awards of ordinary shares in the Company were made on 19 December 2006, on 25 September 2008 and on 23 March 2009,

to two executive directors and to a new member of the senior management team respectively. Details of the award made to the executive
director in 2008 are contained in the Directors’ Remuneration Report on page 45, As disclosed in the Directors’ Remuneration Report
contained in the Annual Report and Accounts 2008, the remaining 50% of the award made on 19 December 2006 vested on 31 December
2008 and 90,579 ordinary shares in the Company were transferred to the award holder from The Wolfson Microelectronics No. 1 Employees
Share Trust after 4 February 2009 following the announcement of the Group’s 2008 financial results. '

The fair value of the contingent shares is the market value of the Company’s shares on the date of the award.

Number of Weighted
contingent average
parformance fair value
shares {pence)
Outstanding as at 29 December 2008 _' } . . 512,519 ' 145.3
Vested in the period B {80,579) 277.0
Awarded in the period 55,000 96.75
Outstanding as at 3 January 2010 : ’ 473,940 114.7
The Wolfson Microelectronics plc 2008 Staff Performance Share Plan
The fair value of the contingent shares is the market value of the Company’s shares on the date of the award.
Weighted
Number of average
contingent fair value
shares {pence)
Outstanding as at 29 December 2008 ) 771,387 139.2
Awarded in the period ) - -
Vested in the period . ) (2,449) 141.0
Lapsed in the period . . ’ : . (112,481) 141.0
QOutstanding as at 3 January 2010 ) ' ) . 656,457 138.9
The Wolfson Microelectronics plc 2009 Staff Performance Share Plan
The fair value of the contingent shares is the market value of the Company’s shares on the date of the award.
Weighted
Number of average
coniingent fair value
shares {pence)
Outstanding as at 23 December 2008 ’ - -
Awarded in the period - - 1,941,002 85.3
Vested in the period : © (3,988) ’ 82.0
Lapsed in the period . (120,050} : 82.0
Outstanding as at 3 January 2010 ) - 1,896,964 85.5
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Notes to the financial statements (continued)

18. Employee benefité (continued) -

Employee expenses

53 weeks 52 weeks
ended ended
3 January 28 December
2010 . 2008
$000 "$000
Share options granted in 2004 - 99
Share options granted in 2005 24 159
Share options granted in 2006 . (137) 156
Share options granted in 2007 78 1,000
Share options granted in 2008 2 60
Share options granted in 2009 249 -
Performance shares awarded in 2006 {100} 89
Performance shares awarded in 2007* . (350) . 203"
Performance shares awarded in 2008* 627 942*
Performance shares awarded in 2009 342 -
Contingent shares awarded in 2008 470 435
Contingent shares awarded in 2009 1,139 -
ExSOPs awarded in 2006 (148) (28)
ExSOPs awarded in 2007 (272) 84
Deferred shares awarded in 2006 - 238
Deferred shares awarded in 2008 264 71
Deferred shares awarded in 2009 66 -
Share award on appointment in 2008 - 163
Total expense recognised in personnel expenses 2,254 3,671*

. * These amounts included, together, a total of $478,000 recognised in the exceptional charges (note 4) in the 52 week period ended 28 December 2008.

The total share-based payment expense recognised in the income statement of the Company in the 53 weeks ended 3 January 2010 was

$2,173,000 (52 weeks ended 28 December 2008: $3,496,000).

19. Trade and other payables

Group . Company

. 2009 2008 2009 2008
T T . . $000 $000 © $000 $000

Non-current liabilities . ) o .
Other payables ’ ’ . 5,851 6,244 5,816 6,244

Current liabilities

Trade payables . ’ 10,239 . 5,076 10,239 5,076
Amounts due to subsidiaries - - 3,948 2,340
Derivatives used for hedging (note 21) 8 1,051 8 1,051
Non-trade payables 3,485 3,512 . 3,406 3,462
Accruals 4,227 7,655 4,129 7,521
17,959 : 17,294 121,730 19,450

The Group and Company’s exposure to currency and liquidity risk related to trade and other payables is disclosed in note 21.
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Notes to the finzncial statements (continuzd)

20. Provisions

Onerous
' contracts
Group and Company
Balance at 29 December 2008 ‘ -
Provisions made in the period (note 4) . - 500
Provisions used in the period - : (152)
Unwind-of discount ) -
Balance at 3 January 2010 : : ‘ 348
Non-current o ’ o ’ 91
Current - o . 257
348

Onerous contracts

During the 53 week period ended 3 January 2010, the leased offlce premises in Swindon and in ngh Wycombe were exited, following the
consolidation of the activities conducted in these offices into'a new office in Newbury. The leases for the premises in Swindon and in High
Wycombe expire in February 2011 and in May 2011 respectively. These premises have not been sublet. The obligation for the discounted
future payments for these leases has been provided for. ’ : .

21. Financial Instruments ]

The Group’s principal financial instruments as at 3 January 2010 comprise cash and cash equivalents and short-term deposits. The main
purpose of these financial instruments is to finance the Group’s operations. The Group has other financial instruments which mainly comprise -
trade receivables and trade payables which arise directly from its operations. In addition, during 2009, the Company entered into forward
forelgn exchange contracts some of which remain in Qlace as at 3 January 2010.

In 2008, in view of the volatility experienced in the US dollar to Sterling exchange rate in the period the Company decided to enter into
forward foreign exchange contracts to hedge some of the Company’s structural exposure to fluctuations in the US doliar to Sterling
exchange rate, primarily in 2009. During 2009, the Company entered into forward foreign exchange contracts each quarter to hedge a large
proportion of the Company’s structural exposure to fluctuations in the US dollar to Sterling exchange rate for the following quarter (see
‘Currency risk’ section below). ’ )

The Group does not hold or issue derivative financial instruments for trading purposes.
Exposure to market risk (which includes currency and interest rate risk) and credit risks arises in the normal course of the Group’s business.

The Group has a Treasury Committee which is chaired by RK Graham and its other members are the Chief Executive Officer and the Chief
Financial Officer. This Committee meets periodically; as required, and it reviews the Group’s overall financial risk management including
specific areas, such as foreign exchange risk, interest-rate risk, credit risk and liquidity management. The Committee reports to and makes
recommendations to the Board regarding these matters.

Financial risk management objectives and policies

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates will affect the Group’s income or the
value of its holdings of financial instruments. The management of market risk involves the control of market risk exposures within acceptable
parameters, while optimising the return having regard to risk.

Currency risk

" The Group operates internationally and is exposed to currency risk on purchases, sales and cash and cash equivalents that are denominated
in a currency other than United States dollars. The currencies giving rise to this risk are primarily Pounds Sterling, Yen and Euros. Foreign
exchange risk arises from transactions, recognised assets and liabilities and net investments in foreign operations.
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-Notes to the financial statements (continued)

21. Financial Instrumerits (continued)

In financial periods prior to 2008, the Group did not use foreign exchange contracts to hedge its currency risk. This policy was reviewed
during 2008 and resulted in the Company deciding to enter into forward foreign exchange contracts primarily to hedge some of the
Company’s exposure to fluctuations in the US dollar to Sterling exchange rate in 2009. During 2009, the Company entered into forward ]
foreign exchange contracts each quarter to hedge a large proportion of the Company’s structural exposure to fluctuations in the US dollar to
Sterling exchange rate for the following quarter. All of the forward foreign exchange contracts, in place as at 3 January 2010, have a maturity
of less than three months from that date. As at 3 January 2010, the Group (and the Company) have hedged a significant element of its
estimated foreign currency exposure in respect of approximately 90 percent of its Sterling denominated overhead costs over the following
three months.

The majority of the Group’s revenue and cost of sales are denominated in US dollars. Approximately 30% (2008: 30% approximately) of the
Group’s operating costs, other than cost of sales, are denominated in US dollars. The vast majority of the operating expenses are
denominated in Pounds Sterling.

For those monetary assets and liabilities held in currencies other than US dollars, the Group ensures that the net'équsure is kept to an
acceptable level by selling or buying foreign currencies at spot rates where necessary to address short-term imbalances.

The Group has investments in foreign operations whose net assets are exposed to currency translation risk. This cufréncy exposure arising
from the net assets of the Group’s foreign operations is not significant and there is currently no requirement for borrowings, therefore this
exposure is not managed through borrowings denominated in the relevant foreign currencies.

-Group Company

: L 2009 - 2008 : © 2009 2008

Financial assets and financial liabilities by currency Notes $000 : $000 $000. $000
US dollar trade and other réceivables . 15 14,894 19,008 18,235 19,716
Other currencies — trade and other receivables 15 1,730 2,214 - . 1,481 2,638
US dollar cash and cash equivalents 16 13,515 11,671 13,225 11,568
Sterling cash and cash equivalents 16 152 (726) 61) (1,519)
Other currencies - cash and cash equivalents 16 852 1,641 525 269
US doliar short-term deposits ‘ 16 83,251 79,607 » 83,251 79,607
Other currencies - trade and other payables 19 (5,586) (6,790) (5,891) 6,675)
US dollar trade and other payables 19 (18,216) (15,697) (21,647) (17,968)
Sterling derivatives used for hedging 19 ) (8) (1,051) {8) (1,051)

The following significant exchange rates applied during the year:

Average rate Spot rate at balance sheef date

2009 2008 © 2009 2008

$ $ $ $

GBP 1: v . " 1.5903 1.8816 1.6168 1.4759
EUR 1: 1.3890 1.4714 1.4322 1.4059

Interest rate risk

The Group and Company earn interest from bank deposits and they hold money market deposits with highly credit rated financial institutions.
During 2009, the Group and Company have held cash on deposits with a range of maturities from one to twelve months. This can vary in
view of changes in US and UK interest rates and the Group and Company’s cash requirements.

The Group and the Company’s cash and cash equivalents are subject to floating interest rates, As the maturities of bank deposits are less
than one year, they are classified as floating rate financial assets.

Sensitivity analysis (Group and Company)
At3 'January 2010, it is estimated that a general increase of one percentage point in interest rates would improve the Group’s and the
Company’s result before tax by approximately $1,000,000 (as at 28 December 2008: $1,000,000).
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Notes to the financic! statements (continued)

21. Financial Instruments (continued)

It is estimated that a decrease of one cent in the US dollar / Sterling exchange rate would have improved the Group’s result before tax by
approi(imately $300,000 for the 53 week period ended 3 January 2010 (2008: $275,000). There were forward foreign exchange contracts in
place during 2008, 2009, as at 28 December 2008 and as at 3 January 2010.

‘It is estimated that a decrease of one cent in the US dollar / Sterling exchange rate would have increased the fair value of liabilities for
derivatives used for hedging as at 3 January 2010 by approximately $130,000 (as at 28 December 2008: $120,000).

Credit risk

The Group has no significant concentrations of credit risk. The exposure to credit risk is mitigated by selling to a diverse range of customers
and, where necessary, obtaining either letters of credit or payments in advance. The Group establishes a specific allowance for impairment
if a loss is estimated in respect of trade and other receivables. ' )

Counterbam'es for cash and short-term deposits are limited to financial institutions which have a high credit rating. The Group has policies
that limit the amount of credit exposure to any financial institution and these have been reviewed regularly during the period.

Exposure to credit risk
The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the balance sheet. Therefore the
maximum exposure to credit risk at the reporting date was:

Groﬁp . Company
2009 2008 ' 2009 2008
Notes _$000 $000 $000 $000
Trade and other receivables : ‘ 15 16,624 21,222 19,716 22,354
Cash and cash equivalents ) 16 14,519 12,586 13,689 10,318
Short-term deposits 16 83,251 79,607 83,251 ' 79,607
114,394 113,415 116,656 112,279

The maximum exposure to credit risk for trade receivables at the feporting date by geographical region was:

2009 2008
$000 $000-
Japan : _ 2,522 3,172
Asia Pacific : 9,535 12,123
Americas 1,268 487
Europe and rest of world : 838 . 2,208
14,163 17,985
Impairment losses

The aged profile of trade receivables at the reporting date was:
Gross Impairment Gross Impairment
2009 2009 2008 2008
$000 $000 $000 $000
Not past due -~ 9,919 - 10,571 -
Past due 0 to 30 days 3,558 - 7177 -
Past due 31 to 60 days 669 - 406 (150)
Past due 61 to 90 days ' 74 - {57) (20) ’ -
More than 90 days ) 221 (221) 1 -
14,441 (278) 18,135 (150}
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Notes to the financial statements (continued)

21. Financial Instruments (continued)

Credit risk (continued) _
The movement in the allowance for impa'irment in respect of trade receivables during the period was as follows:

2009 2008

$000 . $000
Bélance at start of the period 150 ) 75"
Written off against irrecoverable trade receivable . ) : (22) (75)
Impairment loss recognised ) 150 150
Balance at end of the period . 278 150

The allowance in respect of trade receivables is used to record impairment losses unless the Group is satisfied that no recovery of the
amount owing is possible; at that point the amount considered irrecoverable is written off against the trade receivable directly.

Based on past experience, the Group believes that no further impairment allowance is necessary in respect of trade receivables which are
past due.

Liquidity risk .

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The Group’s approach to managing
liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and
stressed conditions, without i mcumng unacceptable losses or risking damage to the Group’s reputation.

The Group regularly reviews its cash flow requirements ona rolling quarterly basis. Short-term US dollar deposits are placed with financial
institutions which have a high credit rating. The deposits are placed so that at least one deposit matures each month.

As at 3 January 2010 the Group had cash and cash equivalents of $14,519,000 (as at 28 December 2008: $12,586,000) and shoﬁ-term
deposits of $83,251,000 (as at 28 December 2008: $79,607,000).

The Company has an undrawn committed multi-option facility up to a maximum principal amount of $30 million which may be utilised by

. the Company by way of overdraft, short-term fixtures, letters of credit. The commitment period of the facility expires in March 2011.

Maturity analysis

There are amounts totalling $7.6 million. (2008: $9 5 million) included in non-trade payables of which $2.3 million falls due within one an -
$5.3 million in one to three years from the balance sheet date. These balances are the contingent consideration amounts as at 3 January
2010 relating the acquisition, in 2007, of subsidiaries.

The following are the contractual maturities of financial liabilities:

Carrying Contractual 6 months
. ) amount cash flows orless 6to 12 months 110 2years 2to 5 years

Group as at.3 January 2010 $000 $000 $000 $000 $000 $000
Non-derivative financial liabilities
Trade and other payables* (23,802) (24,473) (16,878) K {1,122} . {2,938} (3,535)
Derivative financial liabilities
Forward foreign exchange contracts used for hiedging: ) :

Outflow ' (8) (44) (44) - - -

(23,810} (24,517 {16,922) {1,122) (2,938) (3,535)

* Excludes derivatives (éhown separately)
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21. Financial Instruments (continued)

Notes to the finz ncial statements (continuzd)

Carrying Contractual . 6 months » c
amount cash flows or less- 6 to 12 months 1to 2 years 2 to 5 years
Group as at 28 December 2008 $000 $000 . $000 $000 $000
Non-derivative financial liabilities
Trade and other payables* (22,487) (26,665) (19,515) (110y (3,680) (3,360)
Derivative financial liabilities
Forward foreign exchange contracts used for hedging:
Outflow (1,051) (1,041) (1,041) - - -
(23,538) (27,706) (20,556) (110) (3,680) (3,360)
* Excludes derivatives (shown separately)
Carrying Contractuatl 6 months -

. amount cash flows or less 6 to12 montihs 1to2years 2to Syears
Company as at 3 January 2010 $000 $000 $000 $030 $000 $300
Non-derivative financial liabilities .
Trade and other payables* (27,538) (27,691) (20,131) (1,122) - (2,938) (3,500)
Derivative financial liabilities
Forward foreign exchange contracts used for hedging:

Outflow (8) (44) (44) - - -

(2?,546) (27,735) (20,175) (1,122) (2,938) (3,5°00)
* Excludes derivatives (shown separately)
Carrying COntractﬁaI 6 months
amount cash flows or less 6 to12 months 1to 2years 2 to 5 years
Company as at 28 December 2008 $000 - $000 $000 $000, $000 $000
Non-derivative financial liabilities '
Trade and other payables® (24,643) (25,490) (18,340) (110) (3,680) (3,360)
Derivative financial liabilities
Forward foreign exchange contracts used for hedging:
‘Outflow (1,051) (1,041) (1,041) - - -
(25,694) (26,531) (19,381) (110) (3,680) (3,360)

* Excludes derivatives {(shown separately)
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Notes to the financial statements (continued)

21. Financial instruments (continued)

The following. table indicates the periods in which the cash flows associated with derivatives that are cash flow hedges are expected to occur
and the periods in which the cash flows associated with derivatives that are cash flow hedges are expected to impact profit or loss.

Carrying Expected 6 months
. . i . amount cash flows - orless 6 to 12 months
Group and Company as at 3 January 2010 : o $000 : $000 $000 $000

Forward foreign exchange contracts: ,

Liabilities . (8) (44) 44 -

. Carrying Expected 6 months
) . amount cash flows . orless 6 to 12 months
Group and Company as at 28 December 2008 $000 $000 $000 $000

Forward foreign exchange contracts: ) )

Liabilities o (1,051) (1,041) (1,041) -

Fair Values

The basis of determining fair values is disclosed in note 2(w). The fair values together with the carrying amounts shown in the balance sheet
are as follows: :

Carrying Fair Carrying Fair

amount value amount value
2009 2009 2008 2008
Group . - . Notes , $000 $000 $000 $000
Trade and other receivables 15 16,624 16,624 21,222 21,222
Cash and cash equivalents 16 . 14,519 14,519 12,586 12,586
Short-term deposits . ‘16 ' 83,251 © 83,251 79,607 } 79,607
Trade and other payables* . 19 (23,802) ~(23,802) (22,487) (22,487)
Forward foreign exchange contracts used for hedging: . .
Liabilities : ) 19 8) 8) (1,051) (1,051)
90,584 90,584 89,877 89,877
Analysed as: A
Loans and receivables . 99,875 99,875 100,829 . 100,829
Cash and cash equivalents . : 14,519 . 14,519 12,586 12,586
Financial liabilities at fair value . {8} . (8} (1,051) (1,051)
Trade and other payables* . ) {23,802) (23,802) ° (22,487) (22,487)
90,584 90,584 89,877 89,877

* Excludes derivatives (shown separately)
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Notes to the finz ncial statements (continuzd)

21. Financial Instruments (continued)

Fair Values (continued)

Carvying Feit Carrying Fair

amount . value -amount value
. : 2009 2009 2008 - 2008
Company : , Notes $000 $000 $000 $000
Trade and other receivables 15 19,716 19,776 22,354 22,354
Cash and cash equivalents 16 13,689 1 3,689 10,318 10,318
Short-term deposits - ) 16 ) ) 83,251 83,251 - 79,607 79,607
Trade and other payables® . .19 ) (27,538) (27,558) (24,643) (24,643)
Forward foreign exchange contracts used for hedging:
Liabilities 19 (8) 8) (1,051) (1,051)
89,110 89,10 86,585 86,585
Analysed as: ‘ . .
Loans and receivables . 102,967 102,967 101,961 . 101,961
Cash and cash equivalents ’ . 13,689 13,689 10,318 © 10,318
Financial liabilities at fair value 8) B8 (1,051) (1,051)
Trade and other payables* {(27,538) (27,538} (24,643) _ (24,643)
89,110 89,110 86,585 86,585

* Excludes derivatives (shown separately)

The following section summarises the major methods and assumptions used in estimating the fair values of financial instruments reflected
in the tables above, other than for financial instruments set out in note 2(w):

Trade and other receivables / payables

All trade and other receivables and payables, except for $5.9 million included in other payables (2008: $6.2 million), have a remaining Ilfe of
less than one year. The nominal amount is deemed to reflect the fair value.

Capital Management
The Board’s policy is to maintain a strong balance sheet so as to maintain investor, customer, creditor and market conﬂdence and to sustain
the future development of the business.

Purchase of own shares

As a matter of policy, the Company may from time to time purchase its own shares on the market the timing of these purchases depends
on market prices. The Company will orily purchase jts own shares when, in the light of market conditions prevailing at the time, the Board
believes that the effect of such purchases is in the best interest of shareholders generally. Other investment opportunities, appropriate
gearing levels and the overall position of the Company will be taken into account before the Company purchases its own shares. At the
Annual General Meeting held on 20 May 2009 the shareholders granted the Company the authority to purchase, in the market, its own
ordinary shares up to @ maximum of 11,512,098 ordinary shares.

In 2009 the Company did not purchase any of its own shares. As reported in the Annual Report and Accounts 2008, at the beginning of 2009,

in view of the economic environment at that time, the Board decided to suspend the share buyback programme which had been implemented
in the second half of 2008. During that period in 2008, a total of 3,209,000 of the Company’s ordinary shares were bought back and cancelled
and the aggregate consideration paid by the Company for those shares, including expenses, was $6,661,000.

This policy will be reviewed by the Board on a regular basis. This was the only change to the Group’s capital management approach during
the 53 week period ended 3 January 2010. '

Dividends :

The Company’s current policy, which is kept under regular review, is to retain future earnings for the development and expansion of the
business. Payment of any future dividends will be at the discretion of the Board after taking into account various factors, including the
Company’s current and future cash requirements, development plans and operating results.

Wolfson-Microelectronics pic : AnnuaI‘Report and Accounts 2009
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Notes to the financial statements (continued)

21. Financial Instruments (continued)

Management of cash and cash equivalents and short-term deposit balances

Although the revenue for the 53 week period ended 3 January 2010 was $121.3m (39% lower than the revenue for the 52 week period ended
28 December 2008), the Group maintained gross margin at 50.7% (2008: 50.9% before the exceptional charge) and reduced total overhead
costs, before exceptional charges, to $76.8m (2008: $86.1m). Combined with a focus on working capital management, this resulted in total
cash, cash equivalents and short-term deposits balance increasing by $5.6m to $97.8m as at 3 January 2010 (as at 28 December 2008: $92.2m),
(see also page 16 in the Operating and Financial Review). .

22. Operating leases
Total non-cancellable operating lease rentals are payable as follows:

Group Company

2009 2008 2009 - 2008
$000 $000 $000 ) $000

Expiring in:
Less than one year 28 393 91 114
Between one and five years 2,235 1,253 - 1,271 816
More than five years 1,491 762 1,491 762
3,824 2,408 2,853 1,692

None of these leases includes contingent rentals.

During the 53 week period ended 3 January 2010, $1,442,000 was recognised as an exbense in the consolidated income statement in respect
of operating leases (52 week period ended 28 December 2008: $1,480,000) excluding the exceptional charge for onerous lease costs (note 4).

23. Capital Commitments )
As at 3 January 2010, the Group had entered into contracts to purchase property, plant and equipment and to purchase computer software
for $562,000 (2008: $665,000) which is expected to be settled in 2010.

24. Related parties

Identity of related parties
The Company has a related party relationship with its subsidiaries (see notes 12 and 25), with the employee share trusts (see notes 17
and 18) and with its directors. : .

Transactions with key management personnel
Directors of the Company and their immediate relatives control 3.5% per cent of the voting ordinary shares of the Company. Information
regarding the directors’ shareholdings and share options is contained in the Directors’ Remuneration Report on pages 41 and 47.

In addition to their salaries, the Group and Company also provide non-cash benefits to executive directors and contribute to a defined
contribution pension plan on their behalf. The executive directors also participate in the Group’s share option schemes and other long term
incentive plans (see note 18). Details of the directors’ remuneration are contained in the Directors’ Remuneration Report on pages 34 to 47.

G Collinson was appointed as a non-executive director of the Company on 1 September 2008. From April 2005 to July 2007, G Collinson
served as a non-executive director of Sonaptic Limited and he was also a shareholder of Sonaptic Limited. G Collinsoh held 6,667 ‘A’ ordinary
shares in Sonaptic Limited. As reported in the Annual Report and Accounts of the Company for the period ended 30 December 2007,
Wolfson Microelectronics plc acquired the entire issued share capital of Sonaptic Limited on 23 July 2007. G Collinson received initial
consideration of $279,208 (net of professional fees and charges) at the time of acquisition, from Wolfson Microelectronics plc and, following
the release of the amount of initial consideration held in escrow on 29 January 2009, a further $22,240 (net of professional fees and charges).
The terms of the acquisition were such that contingent consideration was payable to the shareholders of Sonaptic Limited. Therefore, as part
of the consideration for his shares held in Sonaptic Limited as at the date of acquisition, G Collinson is entitled to receive, subject to the
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24, Related parties (continued) .

achievement of specific business milestones, a proportion of the contingent consideration from Wolfson Microelectronics plc in accordance
with the terms of the share purchase agreement entered into on 23 July 2007 between the Company and the selling shareholders of Sonaptic
Limited. No amounts of contingent consideration have been paid to G Collinson by the Company either as at 28 December 2008 or at 3
January 2010. G Collinson will not participate in any discussion nor final decisions by the Board regarding the achievement of milestones and
release of contingent consideration.

Other related party transactions : .

During the 53 week period ended 3 January 2010, subsidiaries earned commission income from the Company of $6.4 million (2008: $2.9
million) and the Company provided management services to the subsidiaries totalling $2.6 million (2008: $1.6 million). As at 3 January 2010
the Company owed the subsidiaries $3,948,000 (2008: $2,340,000) and $3,869,000 was owed by the subsidiaries (2008: $1,812,000 owed by
the subsidiaries). No dividends were received from the subsidiaries in 2009 or in 2008. o

There are two employee share trusts: The Wolfson Microelectronics No.1 Employees Share Trust and The Wolfson Microelectronics No. 2
Employees Share Trust. These trusts received loans from the Company totalling $nil in the 53 week period ended 3 January 2010 (52 week
period ended 28 December 2008: $nil), the trusts repaid $nil of these loans (2008: $623,000) and as at 3 January 2010, $31,765,000 of these
loans were outstanding (as at 28 December 2008: $31,765,000). During both the 53 week period ended 3 January 2010 and the 52 week period
ended 28 December 2008, the trusts did not purchase any of the Company’s shares for the purposes of fulfilling awards under The Wolfson
Microelectronics 2006 Performance Share Plan, The Wolfson Microelectronics 2008 or 2009 Staff Performance Share Plans, The Wolfson
Microelectronics Group Executive Shared Ownership Plan and to satisfy share option awards (note 18). There were 5,056,461 of the Company’s
ordinary shares held by the Company’s employee share trusts as at 3 January 2010 (as at 28 December 2008: 5,378,301 ordinary shares).

25. Group Entities

Significant subsidial_'ies

Ownership interest

Country of . Principal 2009 2008
Notes ) incorporation activity % %
Wolfson Microelectronics, Inc. 12 ' United States of America Sales agency 100 100
Wolfson Microelectronics Pte. Ltd 12 Singapore Sales agency 100 - 100
 Oligon Limited 12 Scotland Dormant 100 100
Sonaptic Limited 12 England Research & 100 100

' development

Sonaptic Limited has three wholly owned subsidiaries: Sonaptic, Inc. (incorporated in the United States of America); Wolfson
Microelectronics KK (incorporated in Japan); and Wolfson Microelectronics Korea Limited (incorporated in South Korea). The principal
activity of each of these companies is sales agency. .

All of these companies are included in the consolidated financial statements of Wolfson Microelectronics plc from the date on which control .
commenced.

26. Accounting estimates and judgements

The Board considered the relevance, selection, implications and disclosure of the Group’s critical accounting policies and estimates and the
application of these policies and estimates. '

The criteria for assessing the accounting for development expenditure are set out in the accounting policy at note 2(d) (ii).
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- Notes to the financial statements (continued)

26. Accounting estimates and judgements (continuéd)

Key sources of estimation uncertainty

Impairment testing for cash-generating units containing goodwill

The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting policy stated in note 2(j).

The recoverable amounts of cash-generating units havé been determined based on value-in-use calculations. These calculations require
the use of estimates for the timing and amount of projected cash flows (note 11). The carrying amount of goodwill as at 3 January 2010 is
shown in note 11. The effect of a change of 5 percentage points in the discount rate applied to the projected cash flows would have no
impact on the carrying value of goodwill as at 3 January 2010. '

Inventories

Inventories are stated at the lower of cost and net realisable value. Some items included in inventories are written down to their net
realisable value based on assumptions about future demand and market conditions. If actuai market conditions are less favourable than
those projected by management, then inventory may be required to be written down by additional amounts. The carrying amount of
inventories as at 3 January 2010 is shown in note 14. The effect of writing down 1% of the Group’s inventory as at 3 January 2010 would be
a charge of $0.1 million in the income statement. The assessment of whether an inventory write down is required is dependent on the
circumstances prevailing at the time of that assessment.

Employee post-employment benefits — defined benefit pensions

The determination of the Group’s obligations and expense for defined benefit pensi(‘Jns is dependent on the selection, by the Board of
Directors, of assumptions used by the pension scheme actuary in calculating these amounts. The assumptions applied are described in note
18 and include, amongst others, discount rate, expected return on plan assets, rates of increase in salaries and mortality rates. While the
directors consider that the assumptions are appropriate,v significant differences in the actual experience or significant changes in assumptions
may materially affect the amount of the Group’s future pension obligations, actuarial gains and losses included in the statement of comprehensive
income in future years and the future personnel expenses. The carrying amount of the liability for defined benefit obligations as at 3 January
2010 is shown in note 18. It is estimated that a 0.1% change in the discount rate, with all other assumptions remaining unchanged, would
cause the present value of defined benefit pension obligations as at 3 January 2010 to change by approximately $0.6 million.

Share-based payments
The Group’s share-based payments expense is based on the fair value of the share-based awards. The estimation of the fair values for
share-based payments is dependent, in respect of share options and ExXSOP awards, on the selection by the Board of Directors of assumptions
- applied in the valuation model. The assumptions applied are described in note 18 and include, amongst others, expected volatility, the
weighted average expected life of the instruments and the risk free rate. While the directors consider that the assumptions are appropriate,
. changes in these assumptions may materially affect the amount of the expense recognised for share-based payments. The share-based
payments expense recognised in the 53 weeks ended 3 January 2010 is shown in note 18.

In accordance with the accounting policy 2(m(iii}, the amount recognised as a share-based payment expense is adjusted durihg the vesting
period to reflect the number of awards for which the related service and non-market vesting conditions are expected to be met. During the
vesting period, it is therefore necessary to make an assessment of the extent to which such share-based payments are likely to vest. While
the directors consider that such estimated assessments are appropriate, changes in these assessments during the vestihg period may
materially affect the amount of the expense recognised for share-based payments in a particular accounting period.

Contingent consideration .

The amount of contingent consideration that is recognised as being payable, as part of business combinations, is dependent upon assumptions
regarding the timing and probability of payment of the consideration. Where the amount and payment of the consideration is dependent on
the achievement of specified milestones it is necessary to assess the likelihood and timing of those milestones being achieved. Contingent
consideration was payable by the Group upon the acquisitions, in 2007, of Oligon Limited and of Sonaptic Limited. As at 3 January 2010,

a total of $7.6 million is included in other payables, $2.3 million of which is within current liabilities and $5.3 million in non-current liabilities
in respect of the remaining balance of the contingent consideration for those acquisitions. While the directors consider that the assumptions
regarding the timing and probability of payment of the consideration are appropriate, significant changes in these assumptions may materially
affect the liability for contingent consideration, with a corresponding change to goodwill. It is estimated that if the probability of one of the
milestones being achieved altered by 10% then the liability for contingent consideration would change by approximately $0.7 million.
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Director/PDMR Shareholding - London Stock Exchange Page 1 of 2

Regulatory Story

Go to market news section P )
Company Wolfson Microelectronics PLC ar oy 27 D .

Tiom WLF YAV, & wolfson'

Headline = Director/PDMR Shareholding R M"&‘ MICHOMECOnCS

Released - 16:42 22-Feb-2010 o

.~ Number 5057H16

RNS Number : 5057H
Wolfson Microelectronics PLC
22 February 2010

Edinburgh, 22 February 2010
Wolfson Microelectronics plc ("the Company")

Notification of change in beneficial interest in shares by person discharging managerial
responsibility ("PDMR")

On 19 February 2010, in accordance with the terms of an award granted on 7 February 2007
from The Wolfson Microelectronics plc Executive Shared Ownership Plan ("the ExSOP"), Mark
Cubitt, an executive director of the Company, was required to sell back his beneficial interest in
40,707 ordinary shares of 0.1 pence each in the Company to The Wolfson Microelectronics No.
2 Employees Share Trust. The requirement to sell back the beneficial interest in those shares
was as a result of the defined performance conditions not being achieved and consequently the
award lapsed.

The consideration for this transaction was 0.494 pence per share. This was calculated in
accordance with the terms of the agreement for the ExXSOP award and represents a proportion
of the original consideration, of 1 pence per share, which was paid by Mark Cubitt on the grant of
the ExXSOP award.

As a result of this transaction, the total number of ordinary shares in which Mark Cubitt now
holds a beneficial interest is 55,000 ordinary shares of 0.1 pence each in the Company which is
0.05% of the issued share capital of the Company.

The Company was notified of the transaction on 22 February 2010.

Background:
On 7 February 2007, in accordance with the terms of The Wolfson Microelectronics plc

Executive Shared Ownership Plan ("the ExXSOP"), a beneficial interest in 40,707 ordinary shares
of 0.1 pence each in the Company was acquired for a consideration of 1 pence per share by
Mark Cubitt, an executive director of the Company.

The registered shareholder of the 40,707 shares was RBC cees Trustee Limited (in its capacity
as trustee of The Wolfson Microelectronics No. 1 Employees Share Trust) and the beneficial
interest was held jointly by Mark Cubitt and RBC cees Trustee Limited (in its capacity as trustee
of The Wolfson Microelectronics No. 2 Employees Share Trust).

The interests in these ordinary shares were subject to the terms of an agreement in the form set
out in the ExXSOP between (1) RBC cees Trustee Limited (in its capacity as trustee of The

http://www.londonstockexchange.com/exchange/prices-and-news/news/market-news/market-news-deta... 18/03/2010
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Wolfson Microelectronics No. 1 Employees Share Trust), (2) Mark Cubitt and (3) RBC cees
Trustee Limited (in its capacity as trustee of The Wolfson Microelectronics No. 2 Employees
Share Trust).

The terms of this agreement provided that, following the end of a three year performance period
ending 3 January 2010, and only to the extent to which the defined performance conditions have
been achieved, Mark Cubitt would benefit from any further growth in the value of such ordinary
shares (less interest on the initial market value of such shares). It has been determined that

these performance conditions have not been achieved and therefore Mark Cubitt was required to
sell back his interest in all of the 40,707 ordinary shares.

This notification is made in accordance with Disclosure and Transparency Rule 3.1.4R(1)(a)
Enquiries

Jill Goldsmith 0131272 7000
Company Secretary

This information is provided by RNS
The company news service from the London Stock Exchange

END

RDSBLGDDGSDBGGD

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are responsible for
checking content. Any news item (including any prospectus) which is addressed solely to the persons and countries specified
therein should not be relied upon other than by such persons and/or outside the specified countries. Terms and conditions,
including restrictions on use and distribution apply.

©2009 London Stock Exchange plc. All rights reserved

Regulatory

http://www.Iondonstoékexchange.com/exchange/prices—and—neWs/news/market-news/market-news-deta. .. 18/03/2010
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Regulatory Story

Go to market news section ~A D
Company Wolfson Microelectronics PLC

TIDM WLF :

Headline Voting rights and capital EEANRCEr A S

Released 17:18 26-Feb-2010

Number 7984H17

RNS Number : 7984H
Wolfson Microelectronics PLC
26 February 2010

Edinburgh, 26 February 2010

Wolfson Microelectronics plc (“the Company”)
Voting rights and capital

This notification is made in conformity with the provisions of the Financial Services Authority's ("FSA")
Disclosure and Transparency Rules.

The Company's capital consists of 115,238,980 ordinary shares of 0.1 pence each with each share carrying
the right to one vote. No shares are held in Treasury. Accordingly, the total number of voting rights in the
Company is 115,238,980.

The above figure may be used by shareholders as the denominator for the calculations by which they will
determine if they are required to notify their interest in, or a change to their interest in, the Company under
the FSA's Disclosure and Transparency Rules.

Enquiries:
Jill Goldsmith, Company Secretary
0131 272 7000

This information is provided by RNS
The company news service from the London Stock Exchange

END

TVRDQLFLBLFFBBD

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are responsible for checking
content. Any news item (including any prospectus) which is addressed solely to the persons and countries specified therein should not be relied
upon other than by such persons and/or outside the specified countries. Terms and conditions, including restrictions on use and distribution
apply. :

©2009 London Stock Exchange plc. Al rights reserved

Regulatory
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Regulatory Story

Go to market news section

Company Wolfson Microelectronics PLC

TIDM WLF W mo}fsoﬂ*
Headline Annual Information Update L‘Aﬁ e e e
Released 08:54 01-Mar-2010

Number 8279H08

RNS Number : 8279H
Wolfson Microelectronics PLC
01 March 2010

1 March 2010
WOLFSON MICROELECTRONICS PLC - ANNUAL INFORMATION UPDATE

In accordance with Prospectus Rule 5.2, Wolfson Microelectronics plc is pleased to provide its
Annual Information Update relating to information that has been published or made available to
the public between 28 February 2009 and 28 February 2010. The information referred to in this
update was up to date at the time the information was published but some information may now
be out of date.

1. Announcements made via RNS, a requlatory information service

All of the documents listed below were published via RNS, a Regulatory Information Service.

Date Brief description of announcement

02.03.09 Annual information update

02.03.09 Notification of major interests in shares (Artemis Investment Management Ltd)

05.03.09 Annual Report and Accounts 2008 and Notice of AGM

16.03.09 Notification of transaction of directors/persons discharging managerial
responsibility and connected persons (RK Graham — purchase of shares by a trust
of which RK Graham is a Trustee but not a beneficiary)

20.03.09 Notification of transaction of directors/persons discharging managerial
responsibility and connected persons (AD Milne — sale of shares)

20.03.09 Notification of transaction of directors/persons discharging managerial
responsibility and connected persons (*PDMRs”) (Notification of share awards to
directors and PDMRs)

24.03.09 Notification of major interests in shares (Barclays PLC)

31.03.09 Notification of Q1 2009 results

31.03.09 Voting rights and capital

17.04.09 Block listing six monthly return

29.04.09 Results for the first quarter ended 5 April 2009

30.04.09 Voting rights and capital

20.05.09 AGM Result Statement

29.05.09 Voting rights and capital

01.06.09 Natification of major interests in shares (Majedie Asset Management Ltd)

04.06.09 Notification of major interests in shares (Wellington Management Company LLP)

09.06.09 Business Update

22.06.09 Notice of second quarter and first half results for the period ended 5 July 2009

30.06.09 Voting rights and capital

http://www.londonstockexchange.com/exchange/prices-and-news/news/market-news/market-news-deta...
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01.07.09 Notification of Senior Management Appointment

03.07.09 Notification of major interests in shares (Blackrock Inc)

09.07.09 Notification of major interests in shares (Artemis Investment Management Ltd)

09.07.09 Notification of major interests in shares (Blackrock Inc)

21.07.09 Notification of major interests in shares (Blackrock Inc)

28.07.09 Interim Results / Half Yearly Report for the period ended 5 July 2009

31.07.09 Notification of transaction of directors/persons discharging managerial
responsibility and connected persons (AD Milne — sale of shares)

31.07.09 Voting rights and capital

18.08.09 Notification of transaction of directors/persons discharging managerial
responsibility and connected persons (JM Hickey — sale and purchases of shares)

28.08.09 Voting rights and capital

03.09.09 Notification of transaction of directors/persons discharging managerial
responsibility and connected persons (“PDMRs”) (Notification of grant of share
awards to PDMR)

03.09.09 Notification of transaction of directors/persons discharging manageriat
responsibility and connected persons (‘PDMRSs”) (R Eckelmann — sale of shares)

21.09.09 Notification of transaction of directors/persons discharging managerial
responsibility and connected persons (‘PDMRs”) (AD Milne — sale of shares)

30.09.09 Voting rights and capital

05.10.09 Business and Trading Update

14.10.09 Notification of transaction of directors/persons discharging managerial
responsibility and connected persons (“PDMRs”) (RK Graham — sale of shares by
a trust)

19.10.09 Block listing six monthly return

28.10.09 Results for the third quarter ended 4 October 2009

30.10.09 Voting rights and capital

30.11.09 Voting rights and capital

03.12.09 Notification of major interests in shares (Barclays PLC)

04.12.09 Notification of major interests in shares (Blackrock Inc)

31.12.09 Voting rights and capital

05.01.10 Notification of date for announcement of Q4 and full year results for the period
ended 3 January 2010

28.01.10 Notification of major interests in shares (Blackrock Inc)

29.01.10 Voting rights and capital

09.02.10 Fourth quarter and full year results to 3 January 2010

11.02.10 Notification of major interests in shares (Blackrock Inc)

12.02.10 Notification of major interests in shares (Blackrock Inc)

22.02.10 Notification of transaction of directors/persons discharging managerial
responsibility and connected persons (M Cubitt — lapse of share award resuilted in
sale of beneficial interest in shares)

26.02.10 Voting rights and capital

Regulatory announcements for the Company released via RNS can be downloaded from the
London Stock Exchange website www.londonstockexchange.com from the Prices & News area
and searching using Wolfson Microelectronics plc's code "WLF". These Regulatory
announcements for the Company released via RNS can also be found in the "Investor Relations"
section of the Company's website www.wolfsonmicro.com

The Annual Report and Accounts 2008 and the half yearly financial report for the period ended 5
July 2009 are also available on the Company’s website at www.wolfsonmicro.com

2. Documents filed at Companies House

All of the documents listed below were filed with the Registrar of Companies in Scotland on or
around the dates indicated.

Date Document filed

01.04.09 Form 353a — Notice of place for inspection of a register of members which is kept
in a non-legible form, or of any change in that place

14.04.09 Form 88(2) — Return of allotments of shares on exercise of share options

30.04.09 Financial statements for the year ended 28 December 2008

26.05.09 Resolutions passed at 2009 Annual General Meeting

Page 2 of 4
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26.05.09 New Articles of Association

23.07.09 Form 363a - Annual Return

10.09.09 Form 88(2) — Return of allotments of shares on exercise of share options

14.09.09 Form 88(2) — Return of allotments of shares on exercise of share options

25.09.09 Form 88(2) — Return of allotments of shares on exercise of share options

15.10.09 Form ADO2 - Notification of single alternative inspection location (SAIL)

15.10.09 Form ADO3 — Change of location of the company records to the single alternative
inspection location (SAIL) (Register of Members)

Documents filed at Companies House can be obtained from Companies House, 4" Floor,
Edinburgh Quay 2, 139 Fountainbridge, Edinburgh EH3 9FF, telephone 0303 1234 500, e-mail:
enquiries@companieshouse.gov.uk, or, for registered users, through Companies House Direct
at: www.direct.companieshouse.gov.uk

3. Documents submitted o the FSA

All of the documents listed below were submitted to the FSA and processed on or around the
dates indicated.

Date submitted to the FSA Document

- 05.03.09 Notice of 2069 Annual General Meeting and Annual Report and
Accounts 2008
21.05.09 Resolutions passed at 2009 Annual General Meeting
10.02.10 Preliminary announcement of fourth quarter and full year results
to 3 January 2010

Documents submitted to the FSA can be viewed via its Document Viewing Facility situated at
Document Viewing Facility, UK Listing Authority, The Financial Services Authority, 25 The North
Colonnade, Canary Wharf, London E14 5HS.

4. Documents lodged with the Companies Commission of Malaysia

The following documents were lodged with the Companies Commission of Malaysia on the dates
indicated.

Date of Document

lodgement

27.05.09 Form 79 Return by Foreign Company giving particulars of Directors and changes
of particulars

27.05.09 Form 80A (Annual Return)

27.05.09  Form 87 - Statutory declaration verifying balance sheet of foreign company

27.05.09  Woifson Microelectronics plc Annual Report and Accounts 2008

16.12.09 Statutory Declaration

16.12.09 Letter of application for waiver to prepare audited branch statements for the year
ended 31 December 2009

Documents lodged with the Companies Commission of Malaysia can be obtained from the
Companies Commission of Malaysia at Tingkat 2, 10-18 Putra Place, 100 Jalan Putra, 50622
Kuala Lumpur, Malaysia.

Jill Goldsmith

Company Secretary
Wolfson Microelectronics plc
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Wolfson Microelectronics ple
('the Company")

Annual Financial Report 2009 and Notice of Annual General Meeting

Following the release on 9 February 2010 of the Company's preliminary full year results
announcement for the 53 week period ended 3 January 2010 (the "Preliminary
Announcement"), the Company announces that it has today published its Annual Report
and Accounts 2009. Copies of the Annual Report and Accounts 2009 and the Notice of
Annual General Meeting for 2010 and Form of Proxy have been posted to shareholders.

Copies of the Annual Report and Accounts 2009 and the Notice of Annual General
Meeting ("AGM") for 2010 are available to access and download from the Company's
website at: www.wolfsonmicro.com

Two copies of each of the Annual Report and Accounts 2009 and the Notice of Annual
General Meeting have been submitted to the UK Listing Authority and will shortly be
available for inspection at the UK Listing Authority's Document Viewing Facility at:

The Financial Services Authority
25 The North Colonnade

Canary Wharf

London

E14 5HS

Telephone: + 44 (0) 20 7066 1000

The AGM will be held on 20 May 2010 at 10.00 a.m. at Westfield House, 26 Westfield
Road, Edinburgh EH11 2QB. At the AGM, it is proposed that the Company adopts new
Articles of Association. A summary of the proposed changes is set out in the
explanatory notes included in the Notice of AGM.

The Preliminary Announcement included a set of condensed consolidated financial
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statements and a fair review of the development and performance of the business and the
position of the Company and the Group.

In accordance with Disclosure and Transparency Rule 6.3.5 (2) (b) additional
information is set out in the appendices to this announcement. Appendix 1 includes a
directors' responsibility statement, Appendix 2 contains information regarding the
Company's principal risks and uncertainties and Appendix 3 contains the disclosures
regarding related party transactions, all as extracted from the Annual Report and
Accounts 2009. This announcement should be read in conjunction with, and is not a
substitute for, reading the full Annual Report and Accounts 2009.

Enquiries:

Jill Goldsmith 0131 272 7000
Company Secretary

The following information is extracted from the Annual Report and Accounts 2009 and page and
note references included in this information are to pages and notes in the Annual Report and
Accounts 2009.

Appendix 1 : Statement of Directors' Responsibilities (page 48)
The Annual Report and Accounts 2009 contains the following statements regarding directors'
responsibilities for the Annual Report and the financial statements.

Statement of directors' responsibilities in respect of the Annual Report and the financial statements
The directors are responsible for preparing the Annual Report and the group and parent company financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare group and parent company financial statements for each
financial year. Under that law they are required to prepare the group financial statements in accordance
with IFRSs as adopted by the EU and applicable law and have elected to prepare the parent company
financial statements on the same basis.

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the group and parent company and of their profit or
loss for that period. In preparing each of the group and parent company financial statements, the directors
are required to:

e select suitable accounting policies and then apply them consistently;
make judgements and estimates that are reasonable and prudent;
state whether they have been prepared in accordance with IFRSs as adopted by the EU; and
prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the group and the parent company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the parent company's transactions and disclose with reasonable accuracy at any time the financial
position of the parent company and enable them to ensure that its financial statements comply with the
Companies Act 2006. They have general responsibility for taking such steps as are reasonably open to
them to safeguard the assets of the group and to prevent and detect fraud and other irregularities.

Under applicable law and regulations, the directors are also responsible for preparing a Directors' Report,
Directors' Remuneration Report and Corporate Governance Statement that complies with that law and
those regulations.

The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the company's website. Legislation in the UK governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.

(To the best of our knowledge:
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e the financial statements, prepared in accordance with the applicable set of accounting standards,
give a true and fair view of the assets, liabilities, financial position and loss of the Company and
the undertakings included in the consolidation taken as a whole; and

e the management report, comprising the Chairman's Statement, the Business Review and the
Operating and Financial Review together, include a fair review of the development and
performance of the business and the position of the Company and the undertakings included in
the consolidation taken as a whole, together with a description of the principal risks and
uncertainties that they face.

JM Hickey M Cubitt
Chief Executive Officer Chief Financial Officer

Appendix 2 : Principal Risks and Uncertainties (pages 17 to 19)

Risks and uncertainties

The Management of the Company constantly considers and reviews risk and the risk profile of this
business. In addition, the Company has put in place formal processes for the identification and, where
possible, the management and / or mitigation of significant risks which are reviewed regularly by senior
management. This is formally reported on a regular basis to the Board, as a result of which the directors
of the Company (the "Directors") are aware of the potential cost and resources involved in managing these
risks. Details on the identification and management of risks are also included on page 29 in the Corporate
Governance statement.

This Annual Report contains certain forward looking statements that are Wolfson's expectations and
beliefs about our future business. These statements are made by the Directors in good faith, based on
information available to them at the time of the approval of the report. Undue reliance should not be
placed on such statements, which are based on Wolfson's current plans, estimates, projections and
assumptions. By their nature, forward-looking statements involve known and unknown risk and
uncertainty because they relate to events and depend on circumstances which may occur in the future and
which in some cases are beyond Wolfson's control. Actual results may differ from those expressed in
such statements, depending on a variety of factors. These factors include, but are not limited to: consumer
and market acceptance of the Company's products and the products that use the Company's products;
decreases in the demand for the Company's products; excess inventory levels at the Company's customers;
decline in average selling prices of the Company's products; cancellation of existing orders or the failure
to secure new orders; the Company’s failure to introduce new products and to implement new technologies
on a timely basis; the Company's failure to anticipate changing customer product requirements;
fluctuations in manufacturing and assembly and test yields; the Company's failure to deliver products to its
customers on a timely basis; disruption in the supply of wafers or assembly testing services; the timing of
significant orders; increased expenses associated with new product introductions, masks, or process
changes; the commencement of, or developments with respect to, any future litigation; the cyclicality of
the semiconductor industry; and overall economic conditions.

There are a number of potential risks and uncertainties which could have a material impact on the
Company's long term performance:

New product specification and introductions

Specifying and then designing the correct products is fundamental to the success of the Company.
Customers tend to have set design windows that must be met for a product to be selected, and missing
these windows through being late or not meeting the required specification can result in missing an entire
end consumer product cycle. The average design cycle for the Company's products can take 18 to 24
months to complete and achieve volume production, therefore missing a cycle can take more than two
years to recover. This long design cycle, coupled with limited customer visibility as to future
requirements and plans, makes forecasting product demand and the timing of that demand difficult. There
are also inherent risks in lengthy design cycles including risk of future design loss to a competitor, risk of
cancellation and limited uptake for new products.

Dependence on the growth of the consumer electronics market
The Company's future success is dependent on the growth of the digital consumer electronics market and
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the successful adoption by customers of its integrated circuits in their products. The future size of the
digital audio, portable devices, digital imaging markets, and other potential markets, is uncertain and
depends on a number of factors, all of which are beyond the Company's control. The failure of these
markets to develop as generally expected would have a material adverse effect on the business, financial
condition and results of the Company's operations.

In addition, the Company's future success is also dependent on the success of its customers in their related
markets. Reduced uptake by consumers of products from the Company's end customers could also have a
material adverse effect on the Company's business, financial condition and operating results.

Fabless business model

The Company does not have its own manufacturing facilities. As a result, the Company's business model
is less capital intensive. The Company uses GLOBALFOUNDRIES (formerly named Chartered
Semiconductor), MagnaChip Semiconductor, CSMC, TSMC and X-FAB for the manufacture of most of
its silicon wafers and Unisem, Carsem and ASE for major test and assembly services. The Company is
reliant on these independent suppliers to provide the required capacity to manufacture, assemble and test
its products and to provide high quality products on time. The Company maintains an internal
manufacturing support group which directs product supply, helps ensure a high level of quality and
reliability and works with the wafer foundries and production assemblers to resolve issues. As a result of
the economic downturn in the latter part of 2008 and into 2009, a number of the manufacturers used by the
Company have experienced financial difficulties. To mitigate the risk of loss of supply from a
manufacturer ceasing business, a number of contingency plans have been put in place, including carrying
additional buffer inventories and second-sourcing higher volume parts. Regular senior management
meetings were also held with suppliers to ensure the Company was kept up-to-date with current trading
and liquidity issues within the supply chain. As 2009 progressed, these concerns eased as the industry
recovered and a major supplier was refinanced.

Infringement of third party intellectual property rights

The semiconductor industry is characterised by cross-licensing and frequent litigation regarding patent and
other intellectual property rights. The Company has provided certain indemnification rights to some of its
customers in respect of the infringement of third party intellectual property rights regarding its products.
Claims against the Company could adversely affect its ability to market and sell its products and seriously
harm its operating results. In addition, the defence of such claims could result in significant costs and
divert the attention of the Company's executives and technical personnel from their day to day work.

Customer dependence

The Company supplies products to a range of companies. The Company seeks continually to expand its
customer base and customer mix. However, one or a small number of customers may become responsible
for a significant proportion of the Company's sales. Rapid variation of such customers' demand could then
significantly affect the Company's revenues. The largest customer in 2009 accounted for 13% of revenue
(2008: 13% from a different single largest customer), with the top 10 customers accounting for 63% of
revenue in 2009 (2008: 63%) and the top 20 customers accounting for 74% of revenue in 2009 (2008:
78%).

Personnel

The Company relies on the ability to hire and retain appropriately qualified staff who provide the expertise
and experience critical to its business and the implementation of its strategy. There is intense competition
for qualified personnel in the semiconductor industry and, from time to time, the Company experiences
difficulty in locating candidates in the relevant country with appropriate qualifications and experience.
However, one advantage of the economic downturn has been the ability to hire more top quality graduates
as a result of less competition for their services. The Company enters into employment contracts with its
personnel but there is no assurance that it will be able to continue to hire and retain appropriately qualified
personnel. The loss of the service of, or failure to recruit in a timely manner, key technical and
management personnel (or teams) would adversely impact the Company's product development
programmes and could have a material adverse effect on its performance and future growth.

Catastrophic failure of end-user device in the field
The Company supplies components primarily into consumer electronic products. Many of the major
consumer brands require indemnities should a customer product recall be required as a result of significant
field failures caused by one of the Company's components. The Company looks to avoid such indemnities
and, where given, to limit the scope and quantum of the indemnity; however, this is often not possible and
- indeed some indemnities are unlimited in quantum. To reduce this risk there are rigorous procedures and
controls on the design, manufacture, testing and quality processes of the Company, so as to avoid any
components being supplied that could result in such field failures. The Company also has significant, but
not unlimited, product liability insurance in place to cover such an event.
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Competitors

The markets in which the Company operates are very competitive and are characterised by rapid
technological change and evolving standards. Many of the Company's competitors are larger in size, have
larger financial, marketing and/or technical resources, a longer trading history and larger installed
customer bases. As a result, they may devote greater resources to the development, promotion and sale of
their products than the Company can. These factors may prevent the Company from competing
successfully against current or future competitors.

Acquisitions

The Company expects to review further potential acquisition targets as part of its Wolfson AudioPlus™
strategy. The internal investment case for such acquisitions may not materialise as planned. In addition,
the integration of acquired companies involves additional risk including diversion of management time,
potential failure to realise the synergy benefits anticipated from the acquisition, the cultural risk associated
with integrating different companies in various countries, and risks associated with unexpected liabilities
or events arising post acquisition.

Communication networks and information technology

The Company depends on worldwide communication links and accurate, timely information and
numerical data from key information technology systems and software applications to facilitate the daily
operation of the business and decision making. Any disruption caused by failings in these systems, of
related equipment or of communication networks could delay, or otherwise impact, everyday decision
making and some business operations. The Company has developed and tested disaster recovery
arrangements in order to minimise the disruption caused by failings in these systems.

Foreign currency exposure
Refer to Treasury and Foreign Exchange section on page 16.

Appendix 3 : Related Party Transactions
(‘Related parties”: Note 24 to the financial statements on pages 98 and 99)

Identity of related parties
The Company has a related party relationship with its subsidiaries (see notes 12 and 25), with the
employee share trusts (see notes 17 and 18) and with its directors.

Transactions with key management personnel

Directors of the Company and their immediate relatives control 3.5% per cent of the voting ordinary
shares of the Company. Information regarding the directors' shareholdings and share options is contained
in the Directors' Remuneration Report on pages 41 and 47.

In addition to their salaries, the Group and Company also provide non-cash benefits to executive directors
and contribute to a defined contribution pension plan on their behalf. The executive directors also
participate in the Group's share option schemes and other long term incentive plans (see note 18). Details
of the directors' remuneration are contained in the Directors' Remuneration Report on pages 34 to 47.

G Collinson was appointed as a non executive director of the Company on 1 September 2008. From April
2005 to July 2007, G Collinson served as a non-executive director of Sonaptic Limited and he was also a
shareholder of Sonaptic Limited. G Collinson held 6,667 'A' ordinary shares in Sonaptic Limited. As
reported in the Annual Report and Accounts of the Company for the period ended 30 December 2007,
Wolfson Microelectronics plc acquired the entire issued share capital of Sonaptic Limited on 23 July
2007. G Collinson received initial consideration of $279,208 (net of professional fees and charges) at the
time of acquisition, from Wolfson Microelectronics plc and, following the release of the amount of initial
consideration held in escrow on 29 January 2009, a further $22,240 (net of professional fees and charges).
The terms of the acquisition were such that contingent consideration was payable to the shareholders of
Sonaptic Limited. Therefore, as part of the consideration for his shares held in Sonaptic Limited as at the
date of acquisition, G Collinson is entitled to receive, subject to the achievement of specific business
milestones, a proportion of the contingent consideration from Wolfson Microelectronics plc in accordance
with the terms of the share purchase agreement entered into on 23 July 2007 between the Company and
the selling shareholders of Sonaptic Limited. No amounts of contingent consideration have been paid to G
Collinson by the Company either as at 28 December 2008 or at 3 January 2010. G Collinson will not
participate in any discussion nor final decisions by the Board regarding the achievement of milestones and
release of contingent consideration.

Other related party transactions
During the 53 week period ended 3 January 2010, subsidiaries earned commission income from the
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Company of $6.4 million (2008: $2.9 million) and the Company provided management services to the
subsidiaries totalling $2.6 million (2008: $1.6 million). As at 3 January 2010 the Company owed the
subsidiaries $3,948,000 (2008: $2,340,000) and $3,869,000 was owed by the subsidiaries (2008:
$1,812,000 owed by the subsidiaries). No dividends were received from the subsidiaries in 2009 or in
2008.

There are two employee share trusts: The Wolfson Microelectronics No.1 Employees Share Trust and The
Wolfson Microelectronics No. 2 Employees Share Trust. These trusts received loans from the Company
totalling $nil in the 53 week period ended 3 January 2010 (52 week period ended 28 December 2008:
$nil), the trusts repaid $nil of these loans (2008: $623,000) and as at 3 January 2010, $31,765,000 of these
loans were outstanding (as at 28 December 2008: $31,765,000). During both the 53 week period ended 3
January 2010 and the 52 week period ended 28 December 2008, the trusts did not purchase any of the
Company's shares for the purposes of fulfilling awards under The Wolfson Microelectronics 2006
Performance Share Plan, The Wolfson Microelectronics 2008 or 2009 Staff Performance Share Plans, The
Wolfson Microelectronics Group Executive Shared Ownetship Plan and to satisfy share option awards
(note 18). There were 5,056,461 of the Company's ordinary shares held by the Company's employee share
trusts as at 3 January 2010 (as at 28 December 2008: 5,378,301 ordinary shares).

This information is provided by RNS
The company news service from the London Stock Exchange
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Number 4383111

RNS Number : 43831
Wolfson Microelectronics PLC
11 March 2010

TR-1: NOTIFICATION OF MAJOR INTEREST IN SHARES

attached:

1. Identity of the issuer or the underlying issuer | WOLFSON MICROELECTRONICS
of existing shares to which voting rights are

2 Reason for the notification (please tick the appropriate box or boxes):

An acquisition or disposal of voting rights

Yes

An acquisition or disposal of qualifying financial instruments which may resulit in the
acquisition of shares already issued to which voting rights are attached

financial instruments

An acquisition or disposal of instruments with similar economic effect to qualifying

An event changing the breakdown of voting rights

Other (please
specify):

3. Full name of person(s) subject to the
notification obligation:

Artemis Investment Management Limited

4. Full name of shareholder(s)
(if different from 3.):

Artemis UK Special Situations Fund
Barclays UK Smaller Companies
Institutional Special Situations
Pearson

Prudential Staff Pension Scheme
Akzo Nobel Pension Scheme
Artemis UK Hedge

BAE Systems 2000 Pension Plan Trustees Ltd

BAE Systems Pension Funds CIF Trustees Ltd
Barclays UK Alpha

L&G(Barclays) MM Alpha Fund

L&G(Barclays) Series2 MM Alpha Fund

Witan Investment Trust

5. Date of the transaction and date on
which the threshold is crossed or
reached:

10 March 2010

6. Date on which issuer notified:

11 March 2010

7. Threshold(s) that is/are crossed or
reached:

13%
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8. Notified details:
A: Voting rights attached to shares

Class/type of Situation previous Resulting situation after the triggering transaction
shares to the triggering

transaction
if possible using Number Number Number Number of voting % of voting rights
the ISIN CODE of of of shares | rights

Shares X?gt;,ntg Direct Direct Indirect | Direct Indirect
GB0033563130 14,702,332 | 14,702,332 15,166,332 | 15,166,332 13.16%

B: Qualifying Financial Instruments

Resulting situation after the triggering transaction

Type of financial Expiration | Exercise/ Number of voting % of voting
instrument date Conversion Period rights that may be rights
acquired if the
instrument is
exercised/ converted

C: Financial Instruments with similar economic effect to Qualifying Financial Instruments

Resulting situation after the triggering transaction

Type of financial | Exercise | Expiration | Exercise/ Number of voting rights | % of voting rights
instrument price date Conversion instrument refers to
period

Nominal { Delta

Total (A+B+C)

Number of voting rights Percentage of voting rights
15,166,332 13.16%
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.

9. Chain of controlled undertakings through which the voting rights and/or the
financial instruments are effectively held, if applicable:

Proxy Voting:

10. Name of the proxy holder:

11. Number of voting rights proxy holder will cease
to hold:

12. Date on which proxy holder will cease to hold
voting rights:

13. Additional information:

Karen Paine
14. Contact name:

0131 718 0414
15. Contact telephone number:

This information is provided by RNS
The company news service from the London Stock Exchange
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