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Historically, a small number of OEM customers have accounted for a substantial portion of our net revenues, and
we expect that significant customer concentration will continue for the foreseeable future. Many of our OEMs use
contract manufacturers to manufacture their equipment. Accordingly, a significant percentage of our net revenues is
derived from sales to these contract manufacturers and to consignment warehouses. In addition, a significant portion of
our sales are made to foreign and domestic distributors who resell our products to OEMs, as well as their contract
manufacturers. Direct sales to contract manufacturers and consignment warehouses accounted for41.3%, 34.9% and
39.0% of our net revenues for fiscal 2019,2018 and 2017, respectively. Sales to foreign and domestic distributors
accounted for 56.0%, 62.5% and 57.5% of our net revenues for fiscal 2019,2018 and 2017, respectively. The following
direct customers accounted for 10% or more of our net revenues in one or more of the following periods:

Fiscal Year Ended
March 31,
2019 2018 2017

Contract manufacturers and consignment warehouses:

Flextronics Technology 21.8% 14.0% 104 %

Sanmina 17.7 16.0 204
Distributors:

Avnet Logistics 313 353 255

Nexcomm 14.8 16.1 19.7

Nokia was our largest customer in fiscal 2019,2018 and 2017. Nokia purchases products directly from us and
through contract manufacturers and distributors. Based on information provided to us by its contract manufacturers and
our distributors, purchases by Nokia represented approximately 45%, 36% and 41% of our net revenues in fiscal 2019,
2018 and 2017, respectively. Our revenues have been substantially impacted by significant fluctuations in sales to
Nokia, and we expect that future direct and indirect sales to Nokia will continue to fluctuate substantially on a quarterly
basis and that such fluctuations may significantly affect our operating results in future periods. To our knowledge, none
of our other OEM customers accounted for more than 10% of our net revenues in fiscal 2019, 2018 or2017.

Cost of Revenues. Our cost of revenues consists primarily of wafer fabrication costs, wafer sort, assembly, test
and burn-in expenses, the amortized cost of production mask sets, stock-based compensation and the cost of materials
and overhead from operations. All of our wafer manufacturing and assembly operations, and a significant portion of our
wafer sort testing operations, are outsourced. Accordingly, most of our cost of revenues consists of payments to TSMC,
Powerchip and independent assembly and test houses. Because we do not have long-term, fixed-price supply contracts,
our wafer fabrication and other outsourced manufacturing costs are subject to the cyclical fluctuations in demand for
semiconductors. Cost of revenues also includes expenses related to supply chain management, quality assurance, and
final product testing and documentation control activities conducted at our headquarters in Sunnyvale, California and
our branch operations in Taiwan.

Gross Profit.  Our gross profit margins vary among our products and are generally greater on our higher density
products and, within a particular density, greater on our higher speed and industrial temperature products. We expect
that our overall gross margins will fluctuate from period to period as a result of shifts in product mix, changes in average
selling prices and our ability to control our cost of revenues, including costs associated with outsourced wafer
fabrication and product assembly and testing.

Research and Development Expenses. Research and development expenses consist primarily of salaries and
related expenses for design engineers and other technical personnel, the cost of developing prototypes, stock-based
compensation and fees paid to consultants. We charge all research and development expenses to operations as incurred.
We charge mask costs used in production to cost of revenues over a 12-month period. However, we charge costs related
to pre-production mask sets, which are not used in production, to research and development expenses at
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