UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

Date of Report (date of earliest event reported):
July 28,2005

MONOLITHIC POWER SYSTEMS, INC.

(EXACT NAME OF REGISTRANT AS SPECIFIED IN ITS CHARTER)

Delaware 000-51026 77-0466789
(State or other jurisdiction of (Commission file number) (I.R.S. Employer
incorporation or organization) Identification Number)

983 University Avenue, Building A,

Los Gatos, CA 95032
(ADDRESS OF PRINCIPAL EXECUTIVE OFFICES) (ZIP CODE)

(408) 357-6600
(REGISTRANT’S TELEPHONE NUMBER, INCLUDING AREA CODE)

(FORMER NAME OR FORMER ADDRESS, IF CHANGED SINCE LAST REPORT)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions:

O  Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
O Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
O Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

O Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.113e-4(c))




Item 2.02 Results of Operations and Financial Condition.

On July 28,2005, Monolithic Power Systems, Inc., a Delaware corporation (the “Company”), issued a press release and held a conference call regarding its
financial results for the quarter ending June 30, 2005.

The information under this Item 2.02 of this Current Report on Form 8-K and Exhibit 99.1 and 99.2 attached hereto are being furnished and shall not be
deemed “filed” for purposes of Section 18 ofthe 1934 Act, nor shall they be deemed incorporated by reference in any filing with the Securities and Exchange
Commission under the 1934 Act orthe 1933 Act, except as shall be expressly set forth by specific reference in such filing.

The transcript of the conference call attached hereto as Exhibit 99.2 contains a non-GAAP presentation of the Company’s net loss and operating
expenses for the quarter ended June 30, 2005. Non-GAAP net loss and Non-GAAP operating expenses differ from net income (or net loss) and operating
expenses determined according to GAAP. A schedule reconciling these amounts is included in the press release attached hereto as Exhibit 99.1. The
Company’s non-GAAP net loss and non-GAAP operating expenses differ from GAAP net income (or net loss) and GAAP operating expenses in that the non-
GAAP figures exclude stock-based compensation expense. Non-GAAP financial measures should not be considered as a substitute for, or superior to,
measures of financial performance prepared in accordance with GAAP. The Company utilizes both GAAP and non-GAAP financial measures in assessing
what it believes to be its core operating performance and to evaluate and manage its internal business and assist in making financial operating decisions. The
Company believes that the inclusion of non-GAAP financial measures together with GAAP provides investors supplemental information and an alternative
presentation useful to investors’ understanding ofthe Company’s core operating results and trends. Additionally, the Company believes that the inclusion of
non-GAAP measures together with GAAP measures provides the investor with an additional dimension of comparability to similar companies. However,
investors should be aware that non-GAAP measures utilized by other companies are not likely to be comparable in most cases to the non-GAAP measures
utilized by the Company.

Item 9.01 Financial Statements and Exhibits.
(c) Exhibits.

Exhibit Description

99.1 Press Release issued on July 28,2005.
99.2 Transcript of conference call held on July 28, 2005.
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Michael Hsing
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Exhibit 99.1

Contact:

Tim Christoffersen
ChiefFinancial Officer
Monolithic Power Systems, Inc.
408-357-6777

MPS Achieves Record Revenues for Second-Quarter 2005

LOS GATOS, Calif., July 28,2005 — Monolithic Power Systems, Inc. (MPS) (Nasdaq: MPWR), a leading fabless manufacturer of high-performance analog
and mixed-signal semiconductors, today announced its financial results for the second quarter ended June 30, 2005:

*  Net revenues of $22.3 million, up 97.6% from $11.3 million for the same quarter of 2004
*  Gross margin of 63.4%, compared with 58.0% for the same quarter of 2004

*  GAAP operating expenses of $26.0 million, including $7.0 million of R&D/SG&A, $5.4 million of patent litigation cost, a $12.0 million
provision for litigation, and $1.6 million of stock-based compensation

*  Non-GAAP (1) operating expenses of $24.4 million, excluding $1.6 million of stock-based compensation.
*  GAAP net loss 0of $6.7 million, or ($0.24) per share, compared with GAAP net loss of $0.7 million, or ($0.16) per share, for the same quarter of 2004

*  Non-GAAP (1) net loss of $5.0 million, or ($0.18) per share, compared with non-GAAP income of $2.3 million, or $0.09 per diluted share, for the
same quarter of 2004.

“Exceptional quarter-over-quarter growth highlighted the second quarter,” said MPS Chief Executive Officer Michael Hsing. “Our revenues increased in all
our product families in the quarter and were up 52% sequentially from the first quarter of 2005 and approximately 98% from the same quarter last year.

“Our DC to DC and W-LED driver product families were standout performers in the second quarter. We now anticipate our DC to DC product family may
exceed 50% of our revenues in the second half of 2005, underscoring our continued product diversification given the multiple end markets into which DC to
DC products are applied.”

Business Outlook
The following are company financial targets for the third quarter ending September 30,2005:

*  Net revenues in the range of $25 million to $27 million

*  Gross margin at the upper end ofa 58% to 63% range.



Conference Call

MPS plans to conduct a management teleconference covering second-quarter results at 2:30 p.m. PDT / 5:30 p.m. EDT today, July 28, 2005. Dial-in number:
719-457-2734, code number 8141620. The call will be webcast live and archived for all investors for one year on the MPS website at
http://www.monolithicpower.com/cmp_02 inv_rel.htm. This press release and any other information related to the call will also be posted on the website at
that location. In addition, a phone replay of the call will be available for seven days at 719-457-0820, code number 8141620.

(1) Non-GAAP net loss differs from net income or net loss determined according to GAAP (Generally Accepted Accounting Principles in the United States). A
schedule reconciling these amounts is included in this news release. Our non-GAAP net loss differs from GAAP net income or net loss in that our non-GAAP
figure excludes stock-based compensation expense. Non-GAAP financial measures should not be considered as a substitute for, or superior to, measures of
financial performance prepared in accordance with GAAP. MPS utilizes both GAAP and non-GAAP financial measures in assessing what it believes to be its
core operating performance and to evaluate and manage its internal business and assist in making financial operating decisions. MPS believes that the
inclusion of non-GAAP financial measures together with GAAP provides investors supplemental information and an alternative presentation useful to
investors’ understanding of MPS’ core operating results and trends. Additionally, MPS believes that the inclusion of non-GAAP measures together with
GAAP measures provides the investor with an additional dimension of comparability to similar companies. However, investors should be aware that non-
GAAP measures utilized by other companies are not likely to be comparable in most cases to the non-GAAP measures utilized by MPS.

About MPS

Monolithic Power Systems, Inc. (MPS) designs, develops and markets proprietary, advanced analog and mixed-signal semiconductors for large and high-
growth markets. The company’s integrated circuits (ICs) are used in a variety of electronic products, such as notebook computers, flat panel displays, cellular
handsets, digital cameras, wireless local area network (LAN) access points, home entertainment systems and personal digital assistants (PDAs). MPS utilizes a
fabless business model, manufacturing its ICs through foundry partners that employ the company’s proprietary process technology. MPS is based in Los
Gatos, California, and through MPS International maintains international sales offices in Taiwan, China, Korea, and Japan.

Safe Harbor Statement

This press release contains forward-looking statements, including statements regarding, among other things, expectations regarding our product
diversification, growth in revenues from the DC to DC product family, and targeted net revenues and gross margin for the quarter ending September 30, 2005.
These statements are not historical facts or guarantees of future performance or events, and are based on current expectations, estimates, beliefs, assumptions,
goals, and objectives, and involve known and unknown risks, uncertainties and other factors that may cause actual results to be materially different from the
results expressed or implied by these statements. Readers of this press release and listeners to the accompanying conference call are cautioned not to place
undue reliance on any forward-looking statements. Additional factors that could cause actual results to differ include, but are not limited to the risks,
uncertainties and cost of litigation in which the company is involved, outcome of any post-trial



motions and appeals, risks associated with the continued development and expansion of our business, acceptance of, or demand for, our products being lower
than expected, the potential impact on our financial performance if our litigation provisions are inadequate, difficulty in predicting or budgeting for future
expenses and financial contingencies, and the other important risk factors identified in our SEC filings, including but not limited to our Annual Report on
Form 10-K filed on March 31,2005 and our most recent Form 10-Q on May 13,2005.

The forward-looking statements in this press release represent MPS’ targets, not predictions of actual performance. MPS assumes no obligation to update the
information in this press release or in the accompanying conference call. Any statements by persons outside of MPS speculating on the progress of the

quarter, or other aspects of MPS’ business, are not based on internal MPS information and should be assessed accordingly by investors.

MPS, Monolithic Power Systems, and the MPS logo are among the trademarks of Monolithic Power Systems, Inc. in the U.S. and certain other countries. All
other trademarks mentioned in this document are the property of their respective owners.

Financial Statements Attached



Monolithic Power Systems, INC.
CONDENSED CONSOLIDATED BALANCE SHEET
(in thousands)

(unaudited)
Balance at Period Ended
June 30, 2005 December 31, 2004
ASSETS
Current assets:
Cash and cash equivalents $ 34,673 $ 32,018
Investments 17,100 17,000
Accounts receivable, net 6,801 3,996
Inventories 6,343 5,398
Deferred income tax assets - current 6,230 807
Prepaid and other current assets 772 1,116
Total current assets 71,919 60,335
Property and equipment, net 4,853 4,180
Deferred income tax asset - long term 658 658
Other assets 145 134
Restricted assets 6,649 6,641
Total assets $ 84,224 $ 71,948
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Accounts payable $ 4,076 $ 3,396
Accrued compensation and related benefits 2,863 1,518
Accrued income tax payable 0 374
Accrued liabilities 17,759 2,996
Total current liabilities 24,698 8,284
Deferred rent 211 161
Shareholders’ equity:
Common stock 95,037 93,527
Deferred stock compensation (6,726) (9,180)
Notes receivable from stockholders (398) (398)
Accumulated other comprehensive income 225 244
Accumulated deficit (28,824) (20,690)
Total shareholders’ equity 59,315 63,503

Total liabilities and shareholders’ equity $ 84,224 $ 71,948




Monolithic Power Systems, INC.

CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS

Revenues
Cost of revenues:
Product cost
Stock-based compensation

Total cost of revenues
Gross profit

Gross profit %
Operating expenses:

Research and development (excluding stock-based compensation)

Stock-based compensation - R&D

Selling, General and Administrative (excluding stock based compensation)

Stock-based compensation - S,G&A
Patent litigation
Provision for Litigation

Total operating expenses

Loss from operations
Other income (expense):
Interest income

Interest and other expense
Total other income, net

Loss before income taxes

Income tax benefit

Net Loss
Accretion of redeemable convertible preferred stock
Net loss attributable to common stockholders

Basic net loss per common share

Diluted net loss per common share

Shares used in basic net loss per common share
Shares used in diluted net loss per common share

(in thousands, except per share data)

Three Months Ending

Six Months Ending

June 30, 2005

June 30, 2004

June 30, 2005

$ 22257 $ 11264 $ 36,894
8,037 4,510 13,454
118 219 236
8,155 4,729 13,690
14,102 6,535 23,204
63.4% 58.0% 62.9%
3,055 1,964 5459
864 1,379 1,747
3,996 1,654 6,800
757 1,422 1,486
5373 874 9,870
12,000 - 12,000
26,045 7.293 37,362
(11,943) (758) (14,158)
338 43 693
(63) (10) (86)
275 33 607
(11,668) (725) (13,551)
(4,955) — (5,416)
(6,713) (725) (8,135)
- 335 -
$  (6,713) $  (1,060) $ (8,135
$ (024) $  (0.16) $  (030)
$ (024) $  (0.16) $  (0.30)
27,721 6,706 27,461
27,721 6,706 27,461

June 30, 2004
$ 18,059

7,576
426

8,002

10,057
55.7%

3328
2,390

3,185
3,361
1,475

13,739
(3,682)

69
an

58
(3,624)

(3,624)
670

$  (4,294)
$  (0.65)
$ (065
6,603
6,603



Monolithic Power Systems, INC.
NON-GAAP CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS
(in thousands, except per share data)

(unaudited)
Three Months Ending Six Months Ending
June 30, 2005 June 30, 2004 June 30, 2005 June 30, 2004

Revenues $ 22243 $ 11,264 $ 36,883 $ 18,225
Cost of revenues:
Product cost 8,037 4,510 13,454 7,576
Stock-based compensation
Total cost of revenues 8,037 4510 13,454 7,576
Gross profit 14,206 6,754 23,429 10,649
Gross profit % 63.9% 60.0% 63.5% 58.4%
Operating expenses:
Research and development (excluding stock-based compensation) 3,055 1,964 5,459 3,328
Stock-based compensation - R&D
Selling, General and administrative (excluding stock based compensation) 3,996 1,654 6,800 3,185
Stock-based compensation - S,G&A
Patent litigation 5373 874 9,870 1,475
Provision for Litigation 12,000 — 12,000 —
Total operating expenses 24424 4,492 34,129 7,988
Income (Loss) from operations (10,218) 2,262 (10,700) 2,661
Other income (expense):
Interest income 338 43 693 69
Interest and other expense 63) (10) (86) (11
Total other income, net 275 33 607 58
Income (loss) before income taxes (9,943) 2,295 (10,093) 2,719
Income tax benefit (4,955) — (5,416) —

Net Income (Loss) (4,988) 2,295 4,677) 2,719
Accretion of redeemable convertible preferred stock — 335 — 670
Net income (loss) attributable to common stockholders $ (4,988) $ 1,960 $ 4,677 $ 2,049
Basic net income (loss) per common share $ 0.18) $ 0.29 $ 0.17) $ 0.31
Diluted net income (loss) per common share $ (0.18) $ 0.09 $ 0.17) $ 0.09

Shares used in basic net income (loss) per common share 27,721 6,706 27,461 6,603
Shares used in diluted net income (loss) per common share 27,721 22,048 27,461 22,059



Monolithic Power Systems, INC.
NON-GAAP TO GAAP RECONCILIATION
(in thousands)

(unaudited)
Three Months Ending Six Months Ending
June 30, 2005 June 30, 2004 June 30, 2005 June 30, 2004
Net Loss - GAAP Basis $ (6,713) $ (725) $ (8,135) $ (3,624)
Non-GAAP Adjustments for Stock-Based Compensation
Contra Revenues (14) — (11) 166
Cost of Revenues 118 219 236 426
Operating Expenses 1,621 2,801 3,233 5,751

Tax effect of adjustments — — _ _

Net Income (loss) - Non-GAAP $  (4,988) $ 2295 $  (4,677) $ 2719




Exhibit 99.2

Conference Call Transcript
MPWR - Q2 2005 MONOLITHIC POWER SYSTEM INC Earnings Conference Call
Event Date/Time: Jul. 28.2005 /5:30PM ET

CORPORATE PARTICIPANTS

Tim Christoffersen
Monolithic Power Systems - Chief Financial Officer

Michael Hsing
Monolithic Power Systems - Chief Executive Officer, Founder

CONFERENCE CALL PARTICIPANTS

Ross Seymore
Deutsche Bank - Analyst

Jeremy Quan
Piper Jaffray - Analyst

Sidney Hofor
Merrill Lynch - Analyst

Sang Faruri
J&W Selegman - Analyst

Cranston Powell
Alteon Capital - Analyst

PRESENTATION
Operator

Thank you for standing by. You are on line for today’s Monolithic Power Systems Second Quarter 2005 conference call. At this time, we are admitting
additional participants and we anticipate being under way momentarily. Thank you for your patience. Please continue standing by.

Please stand by. Good day and welcome to the Monolithic Power Systems Second Quarter 2005 teleconference. As a reminder, today’s call is being recorded.
For opening remarks and introductions, I would like to turn the call over to Mr. Tim Christoffersen. Please go ahead.

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

Good afternoon and welcome everyone. Thank you for taking the time to join us today. Michael Hsing, CEO and Founder of MPS is with me on today’s call.

In the course of today’s conference call, we will make forward-looking statements and projections that involve risk and uncertainty, including our future
financial performance targets, our expectations concerning pending litigation, our plans for facilities in other countries, our new product plan, growth in our
product line, our business outlook, including our outlook for the third quarter of 2005, projected third quarter net revenues and gross margins, our
expectations for third quarter operating expenses and effective tax rates and our outlook for continuing growth.

Forward-looking statements are not historical facts or guarantees of future performance or events and are based on current expectations, estimates, beliefs,
assumptions, goals and objectives and involve known and unknown risks, uncertainties and other factors that may cause actual results to be materially
different from the results expressed or implied by these statements.
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Additional factors that could cause actual results to differ include, but are not limited to, the potential impact, risk, uncertainties, and cost of litigation in
which the company is involved, including uncertainties related to any post-trial motions or appeals.

The potential impact on our financial performance, if our litigation provisions are inadequate, risks associated with the continued development and
expansion of our business, acceptance of or demand for our products being lower than expected, and difficulty in predicting or budgeting for future expenses
and financial contingencies.

Other important factors are identified in the company’s SEC filings, including but not limited to, our Form 10-K filed on March 31,2005, and our most recent
Form 10-Q filed May 13,2005, which are accessible through our Web site, all of which factors are incorporated by reference into today’s discussions.

I’d also like to remind you that today’s conference call is being Web cast live over the Internet and will also be available for replay on our Web site for one
year at www.monolithicpower.com, along with our earnings release, the reconciliation between GAAP and non-GAAP numbers, and other financial and
statistical information presented during the call.

Now I'll turn the call over to Michael for a review of the second quarter’s business highlights. Following Michael’s comments, I will provide comments on
our financial results for the June quarter and our business outlook for Q3. We’ll then open up the call to your questions.

So at this point, I’ll turn it over to Michael.

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

Thanks Tim. Welcome to MPS earnings call for the second quarter of 2005. I’'m pleased to announce that we end the quarter with a net revenue of $22.3
million. Our year-to-year revenue growth was exceptional, up almost 98%, from $11.3 million from the same quarter of 2004, and up 52% from the first
quarter of2005.

Our gross margin was 63.4% compared to 58% for a year-ago quarter and 62.2% in the first quarter of 2005. Our revenue and gross margin both exceeded our
mid-quarter estimates. We’re continuing to diversify our business which is demonstrated by the way our revenue is distributed over our product line.

We are seeing increasing strength in sales of our DC to DC and our YLED drivers. Revenue from DC to DC grew 67% from the first quarter and our YLED
drivers revenue grew 144% compared with a 24% growth in our LCD backlight revenue during the same period.

Some of the other current business highlights include, one, we are continuing to expand our worldwide presence. In Japan, we established a sales office and
assigned another major distributor. We plan to open a European office in the near future.

Two, we are relentlessly focused on cost reduction and operation efficiency. We expect to have our China testing facility open by the end of the year, which
should provide a significant cost savings beginning in 2006. In addition, we are continuing to improve our overall production year.

Number three, we introduced new products in all of our product families in the second quarter. We plan to announce additional products in the new product
category in the second half, including operational amplifier, voltage references, and a low dropout regulator.

Now let me comment on the lawsuit against 02Micro in Oakland, California. As everyone knows, this case was about (1) whether 02 infringed two of MPS’
patents; (2) whether MPS infringed 02°s 615 patents; (3) whether certain claims of 02 over MPS patents are valid; and (4) whether MPS misappropriated some
0f02’s alleged trade secrets. We have a favorable summary judgment from the judge that MPS does not infringe 02’s 615 patent.

Needless to say, we were shocked and dismayed by the jury verdict that 02 does not infringe those MPS patent, that certain claims of those patents are not
valid and that MPS misappropriated 02’s trade secret. The verdict is not a final judgment. We are working a briefing and the post-trial motions. Once there is
a final in this case later this year, likely in Q4, we will consider all our legal options, including appeals.

Now let me turn the call over to Tim Christoffersen, our CFO, for a more detailed review of our performance and outlook.
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Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

Thanks Michael. Now, let me turn to the financial results for Q2. Our June quarter exceeded our expectations, both for revenue and gross margin growth. As
Michael mentioned, revenues came in at $22.3 million for the quarter. This compares to $11.3 million for the second quarter, 2004, an increase of 98% and
compares to $14.6 million in the first quarter of 2005, an increase of 52%.

Let me give you a summary of the revenue breakdown for the quarter by our four product lines. For LCD Backlight, it was $8.4 million in Q2 ofthis year,
compared to $5.5 million in Q2 0f2004. DC to DC was $10.2 million for the June quarter compared to $4.3 million for the June quarter in 2004.

The White Led Drivers were $2.9 million in the June quarter compared to $1.3 million in the June quarter of 2004, and audio was $700,000 in the June
quarter this year compared to $200,000 in the June quarter of 2004. Beginning next quarter, we will combine reporting of LED Driver revenue with the LCD
Backlight family.

This is because usage of these two product families is converging in similar applications as LED Drivers are now entering larger panel markets. As Michael
mentioned, gross margin came in at 63.4% for the quarter compared to 58% for Q2 last year. And our target operating model for gross margin remains at 58 to
63%.

GAAP based operating expenses in the June quarter were $26 million. This includes $1.6 million for stock compensation expenses, $5.4 million for patent
litigation costs, $7 million in R&D and SG&A expenses, and a $12 million provision for litigation.

This compares to GAAP based operating expenses of $7.3 million in the June quarter of last year, which included $2.8 million for stock compensation
expenses, $900,000 for patent litigation, and $3.6 million for R&D and SG&A expenses. Year to year, R&D increased by 1 million, primarily related to head
count increase and sales, general and administrative expenses increased by $2.3 million.

Major areas in the SG&A increase over the prior year were head count growth, commissions on higher sales volume, Sarbanes-Oxley and D&O expenses, and
new marketing programs, primarily advertising. Non-GAAP operating expenses, which exclude $1.6 million in stock compensation expenses, were $24.4
million in the June quarter of this year.

GAAP net loss, which includes the $12 million provision for litigation, was $6.7 million for the quarter or a loss of $0.24 per share compared to a loss of
$700,000 for Q2 02004 or a loss of $0.16 per share. On a non-GAAP basis, net loss for the second quarter was $5 million or $0.18 per share.

Let me turn for a minute to our balance sheet. Cash, cash equivalence and investments increased to $51.8 million in the quarter from $49 million at the end of
2004. Accounts receivable ended the quarter at $6.8 million, up from $4 million at the end 0of 2004. Our inventory levels increased to $6.3 million in the June
quarter from $5.4 million at the end 0f2004. These are in line with our anticipated increase for sales in Q3. Day sales outstanding or DSOs were 28 days in the
June quarter compared to 26 days in the March quarter.

Now let me briefly address our outlook for the third quarter of 2005. For the September quarter, we are targeting total revenues to be in the range of 25 to $27
million. We expect to see particular strength in our DC to DC product segment. We expect gross margins to be at the upper end of our target model of 58 to
63%. We expect our non-GAAP operating expenses to be between $12.5 and $13.5 million in Q3. Lastly, we anticipate an effective tax rate of 40% for this
year, which will operate as a credit resulting significantly from the $12 million provision for litigation.

Now, we’d like to open the microphone and respond to your questions.

QUESTION AND ANSWER
Operator
Thank you. (OPERATOR INSTRUCTIONS). And we’ll take our first question from Ross Seymore of Deutsche Bank.
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Ross Seymore - Deutsche Bank - Analyst

Thanks guys and congratulations on some strong revenues. Just a few questions here. What — since the mid-quarter update where you upped the guidance
there, what was really the cause of the Delta, more specific than on just the product side of things? What was really going on on the customer side of things?
Any specific product applications? Any specific kind of customer demand trends that we saw ending the quarter so strong?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

Ross, it’s Tim. There is really no more specific information than what we gave previously, that the DC to DC market and the White Led Drivers were across
the board stronger than we expected.

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

And let me add, since we are in a very steep ramp, it is very difficult for us to estimate the numbers, the revenues within 10 to 20%, or within a 10% range, so
that was a result of it.

Ross Seymore - Deutsche Bank - Analyst

Sure. It’s a good problem to have, don’t get me wrong.

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder
Thank you.

Ross Seymore - Deutsche Bank - Analyst

One question on that. How much of that do you think is either taking share or just pure market strength versus some of it coming from revenues that you
recognized as you fill up the distribution channel for some of these new distributors that you’ve signed up with?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

There is very, very little that’s connected to a new distributor in Japan. Fundamentally, it’s a combination of continuing penetration within existing
customers as well as the beginning of ramp from new customers where we had secured design wins over the last few quarters.

Ross Seymore - Deutsche Bank - Analyst

Moving quickly over to the gross margin side of things, again, nice upside in the quarter. It looks like sequentially it will be still at a — the high end of your
range as you said, but it will drop a little bit quarter over quarter. Could you just go into a little bit of an explanation as to why the sequential drop?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

I’'m not sure [ understood that Ross. Do you mean the high end, meaning 58 to 63 versus slightly over 63?

Ross Seymore - Deutsche Bank - Analyst
Correct. Why would it go from slightly over 63 to the mid point being now closer to what I guess 60.5?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

It’s really just our best judgment looking at the mix of business and the prices.
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Ross Seymore - Deutsche Bank - Analyst

Got you. So nothing else going on behind there?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer
No.

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder
No.

Ross Seymore - Deutsche Bank - Analyst

Okay. And then, on the litigation side of things,  know you’re limited in what you can talk about and you did mention some things earlier, but could you
give us just a little bit of a roadmap as to upcoming dates for, maybe, the remainder of this year and anything that is set up for next year as to when some of
these cases might come to fruition?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

The next event, I mean, I’'m sorry, the next sort of trial that’s scheduled is the trial of the 02/Semeda (ph) case in Texas. It’s scheduled to begin I believe on the
19th of September. Microsemi is set in March, I believe it starts March 6th 0of 2006, and there are no dates set yet on the Micrel case. At the same time, we
don’t yet have a date reset for the Linear/ITC case. You may recall, the judge was in an automobile accident. I think that covers the cases. Well there’s also
the second case in Oakland, but it is not yet scheduled. This relates to 02/Micro.

Ross Seymore - Deutsche Bank - Analyst

And then two more quick ones. Did any ofthe prior art that was cited in the 02 case to invalidate two of your patents, was any of that prior art applicable to
some of the other cases, specifically maybe Microsemi?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

The answer is no.

Ross Seymore - Deutsche Bank - Analyst
Okay. And then the last question is, the search —

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

Ross, let me - let me, sort of, correct that. It’s really more. I can’t comment specifically, not that the answer is no.

Ross Seymore - Deutsche Bank - Analyst

Got you. And then the last question is the CFO search. Can you give us any update on what is occurring with that?
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Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

Yes. We have a few good candidates. Now, we’re zooming down to one or two and I’d sort of say, having good progress and that Tim also committed to have
a smooth transition.

Ross Seymore - Deutsche Bank - Analyst

Great. Thank you very much.

Operator
And we’ll take our next question from Jeremy Quan (ph) of Piper Jaffray.

Jeremy Quan - Piper Jaffray - Analyst

Hi. Good afternoon. The first question is first on the LED business. Can you first remind us where you - what applications you’re selling into and then
secondly, what are some of these larger screen sets and application sets you are pursuing?

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

The first part of your question is whether existing - whether gross goes into? Is that right?

Jeremy Quan - Piper Jaffiay - Analyst
Right, yes. So what’s driving the strength in White LEDs right now?

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder
Yes. Now, a lot of them are small panels including cell phones and now, we increasingly await - we’re seeing increasingly a strong demand from a larger panel
such as even TVs, LCD TV, using - not YLED — using blue, red, green, blue laps. So we’re working on that.

We have that kind of solutions and that’s one of the reasons we combined all the LED revenues, with the LCD Backlight revenue in the next quarter.

Jeremy Quan - Piper Jaffiray - Analyst

Great. And then I think you said you’re developing the RGB LEDs right now. When do you expect that to I guess reach market and maybe gain some
momentum in the marketplace?

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

Some of our current products can do that kind ofa - can provide that kind of functions. As you know, our product - most of our products have multiple
applications.

Jeremy Quan - Piper Jaffiray - Analyst

Okay, great. And secondly, in terms of some of the new products that you’re working on, the OpAmps and voltage references, it sounds like those are more
general purpose. How about in terms of the LDOs? This segment seems to be an area that has seen pretty strong competition. How do you guys plan to
compete? And, maybe, what kind of value can you guys add? And finally, what applications are you going after here?
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Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

Yes. Those type of - we target not in the general market. We are more in the high performance type which has a higher margin, and examples that go at high
speed and high voltage or extremely low voltage operations. And I’'m not so sure if I answer your question.

Jeremy Quan - Piper Jaffiay - Analyst

Yes, you answered the first part, but the second part is, maybe, what are some of these applications that you’re going after with these LDOs?

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

For example, a high voltage LDO can replace some of the switching of'a regulator and, of course, with a very low current. And the same as a very low voltage
of operations and it can be - it can -switching regulators can be replaced by the LDO. And because - there are not many companies making those type of
LDOs.

Jeremy Quan - Piper Jaffiray - Analyst

Fair enough. And maybe one last question with respect to the legal. How should we, I guess, model this going forward and think about how this may trail off
for the next couple of quarters or not?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

The question is directed to patent litigation expenses?

Jeremy Quan - Piper Jaffiray - Analyst

Yes, the legal expenses?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

Yes. Well, we expect, you know, a slight increase next quarter because of the effects of the trial going into this quarter in July, in addition to probably the
bulk ofthe trial in Texas will have been concluded, not all of it, but a major part of it. So I think we’ll see a slight increase. Beyond that,  mean, I really want
to stick with our policy of not giving guidance beyond one quarter.

Jeremy Quan - Piper Jaffiray - Analyst

Great, okay. Thank you very much.

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer
Okay, thanks for joining us.

Operator

And our next question will come from Merrill Lynch’s, Joe Osha.

Sidney Hofor - Merrill Lynch - Analyst

Hi. This is Sidney Hofor (ph) for Joe. A couple of questions here just to follow up with the last question of legal. You have - you guidance of 12.5to 13.5. Is
that - that is including the legal expenses, right?
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Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

Correct.

Sidney Hofor - Merrill Lynch - Analyst

So that means that if I back up $5.4 million from last quarter - I just looked at the SG&A and R&D and assuming that legal expenses are going to go up
slightly, then you’re looking at R&D and SG&A coming down slightly for Q3. Am I looking at it correctly?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer
Yes. It’s likely. I put the emphasis on that word.

Sidney Hofor - Merrill Lynch - Analyst

Okay. So my guess was - [ was thinking that R&D probably should go up because a lot of all the new products and the SG&A should go up because of -
because of additional sales. Is that something that is not - am I on the right track?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

One basic factor, I mentioned Sarbanes-Oxley, and that was a fairly, that was significant last quarter and we’ll be a stage where we’re doing much more of the
work inside and in the testing stage. So there will be a good-sized drop there. That’s just one specific factor.

Sidney Hofor - Merrill Lynch - Analyst

Okay. I guess the second question, you target more to the fifth margin model, up 58 to 63%. Is that including stock-based comp or is it excluding it?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

There is a - you’ll see it on the - if you look at the press release, there is a very small amount of stock-based compensation that affects that line.

Sidney Hofor - Merrill Lynch - Analyst
Is that $118,000, or something like that?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

Well, it varies quarter by quarter, but it’s a pretty small amount.

Sidney Hofor - Merrill Lynch - Analyst

Okay. So I guess the answer to that will be like it’s including that number. But can you walk us through what are the major factors that can shape - that can go
from 58 to 63? It’s a big range, [ know that, but is it because of product makes? Is it because of in-market or pricing is a factor there?
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Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

The answer is that that’s the target that we’ve set out and we haven’t seen any reason to change it. Admittedly, we’re at the high end of it and we have been
for a couple of quarters, but we just haven’t seen a good business reason to tighten it or change it. It has worked well for us and, you know, and unless and
until there is a - a different range that is appropriate, we’re just going to stick with it.

Sidney Hofor - Merrill Lynch - Analyst

Okay. I guess another question here is, can you tell us what kind of end market exposure you have at this point? It sounds like notebook is still probably the
biggest out up there right now.

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

Correct. Notebook is still consistent and a bigger part of MPS’s revenue. And as you know, DC to DC became a very dominant portion of the revenue, but
every product that we design goes into a different application. It’s difficult for us to track, but we do know we’re in LCD TV, wireless LAN, portable DVD
players and cell phones and other consumer-related products.

Sidney Hofor - Merrill Lynch - Analyst

So I'should - I'should think ofno focus like more than 50% still?

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder
No.

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer
No.

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder
No. Much less than that.

Sidney Hofor - Merrill Lynch - Analyst

Do you have a range?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

The overall LCD product family is kind of now running in the 35 to 40% range and the notebooks are kind of on the order of 80, I believe, I don’t have the
figures in front of me, probably 80% of that. So —

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

Or even less than that.

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

— maybe less, yes.
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Sidney Hofor - Merrill Lynch - Analyst

Okay. One last question and I promise I’ll go away. The tax you mentioned that we should - we should think 0f40% for the full year, so does that mean that
in sometime through Q4, you would true it up so that the - well, you said like about 25% tax rate. Does that mean one quarter will see like a big tax rate
increase then?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

No. Each quarter is not a quarterly tax rate, it’s the tax rate based on the best judgment and forecast of the business for the year. So we had run in that 25, 26%,
but because of the taking into account the $12 million provision for litigation, that had a material impact on it.

Sidney Hofor - Merrill Lynch - Analyst

Right. But then I’m talking about Q3 and Q4. Shall we put 40% for Q3 and Q4?
Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer
Yes. That’s our - today, that’s our best judgment for the rate for the year.
Sidney Hofor - Merrill Lynch - Analyst

Okay, great. Thank you.

Operator
(OPERATOR INSTRUCTIONS).

Now from J&W Selegman (ph), Sang Faruri (ph).

Sang Faruri - J&W Selegman - Analyst
Hey guys. First question on the tax rate, what shall we - should we be thinking 40% for ‘06 as well?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

No, quite on the contrary. We’re in a transitional year and then the impact, as  mentioned in response to the previous question, no, the tax rate next year will
go down significantly.

I’'mnot - I can’t put a number on it, but because we will have made the transition to the overall international structure, a significant part of our shipments will
be coming out of China. It will go down quite a bit.

Sang Faruri - J&W Selegman - Analyst

Now what’s the - before the lawsuit, what kind of a cash tax is it that you’ve been paying?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer
I don’t want to try and get into that level of detail.

Sang Faruri - J&W Selegman - Analyst

Okay, fair enough. And then for Q3 and Q4, you said 40%, but does that end up meaning that you’re going to have zero taxes flowing through the P&L, but
you have the loss from the lawsuit? Is that what’s going on?
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Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

The best way to express it is that when you look at the financial statements that we’ll, you know, if we’re — if our best estimate occurs, it will be a 40% rate
applied to the results, the pre-tax income for the quarter.

Sang Faruri - J&W Selegman - Analyst

Okay, so - okay. So if you earn $4 million or whatever, then take 40% of that, that’s the tax rate for Q3 and Q4 and then you’ll have much less than that in
‘06. You just don’t know what it is?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

Yes, correct. It will be much less.

Sang Faruri - J&W Selegman - Analyst

I see, okay. That makes sense. Now, you said that the non-notebook portion of your business, or the notebook portion of your business is less than 80% of the
inverter business. What grew in there then? In your inverter business, you said you were 20 or 30% overall.

Did TVs and monitors and other stuffin there, did they grow even more in the quarter then such that notebooks is less than the percentage of the inverter
business?

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder
I think I said that we grow - we grow the inverters and the backlight at 24% from the quarter to quarter.
Sang Faruri - J&W Selegman - Analyst

Okay. And then did the non-notebook portion grow even faster then?

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

It was about the same and we do see a lot of attractions in other types of applications with GPS and car entertainment and also other entertainment type of
applications.

Sang Faruri - J&W Selegman - Analyst

Isee. And when do you - do you expect any sort of ramp in flat panel monitors or TVs this year or is that next year or even later?

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

We do have a design win and we expect to have - to ramp it in the second half of this year.

Sang Faruri - J&W Selegman - Analyst
Okay. And why is it just one design when you don’t have —

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

No, no, no, it’s not one win. We do have a few design wins, sorry.
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Sang Faruri - J&W Selegman - Analyst

Okay. I see. And you didn’t say much about audio amplifier market. Should we be expecting any sort of inflection there like you’ve had in LEDs or DC to DC
or is that more later on?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

Well, the issue there is it’s just more - it’s very small sized. It has been growing significantly, but, it’s still a very small part of the business.

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

Yes, it is only a one or two products, but because - the historical reason that we have - we reported it in such a way, have a full product line.

Sang Faruri - J&W Selegman - Analyst

Well, I guess what I’'m asking is, when you’ve kind of gotten to $0.5 million or per quarter in one of your revenue lines, do you start to see a hockey stick in
the upcoming quarters? Do we get that, audio amps at some point, or is it a different type of business such that it’s more slow and steady?

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

It would be — I would characterize it as more slow and steady and we - but once we introduce some more product in the product - in the audio family, then we
expect to have a high growth.

Sang Faruri - J&W Selegman - Analyst

Okay. And then you talked about LDOs, OpAmps, and some of the other voltage referenced regulators. When do we start seeing contribution? Are those 5 or
10% ofrevenues this year or next year or is that beyond?

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

No, that is beyond and remember, every product we introduce, it takes about 12 to 15 months to see any significant revenue. The reason I mentioned that is in
the last year, in the IPO (ph) road show, I mentioned we will release those kind of products in the second half of this year, and we’re very close and we are on
track. That’s why [ mentioned it.

Sang Faruri - J&W Selegman - Analyst

And then just looking in previous years, I guess, your seasonality normally after - if you have good growth in 2Q and 3Q, you tend to be flat or down or
whatever in Q4. Is that how we should be kind of thinking about just given how much growth you’ve had and you’re coming up larger numbers? Q4 is
probably a down quarter?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

We — we’re not forecasting Q4, but I think it’s fair to say that the historical pattern of Q4 being, you know, down slightly is the right order of magnitude, the
right way to think about it.

Sang Faruri - J&W Selegman - Analyst

Okay. And then, Q1 would - I guess you traditionally had quite healthy drops in Q1. That’s probably a way to think about it, 10, 20, 30% or something?
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Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

Yes. I don’t want to put - I think you’ve got enough history that you can do your own homework there. You’re pushing me out too far.

Sang Faruri - J&W Selegman - Analyst

Okay, fair enough. And then, with the OpEx, I guess, so if you have $12.5 to $13.5 million in revenues, I guess your R&D and SG&A will be up slightly and
then legal is up slightly I guess?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer
For Q3?

Sang Faruri - J& W Selegman - Analyst

Yes.

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer
Right. That’s, you know, approximate.

Sang Faruri - J&W Selegman - Analyst

Okay. And you had a very healthy wrap in R&D and SG&A this quarter. Do we see upticks like that in coming quarters or are you more at a steady state
spending rate in Q3 and you’ll grow incrementally from there?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

All I'really have been able - and commenting on is Q3, the $12.5 to $13.5 estimate that includes the legal. I really am not prepared to go beyond the quarter
that we’re giving guidance for.

Sang Faruri - J&W Selegman - Analyst

Isee, okay. And then, I mean, I know you said you can’t give any sort of guidance for legal, but if you have the 02/Semeda case in September, there are no
cases in December at the moment, right?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

Well, we don’t know when the Linear case will be rescheduled. We just don’t know right now.
Sang Faruri - J&W Selegman - Analyst

Okay. And you know, with this 02 case, is there any revenue impact from this case?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

The revenue impact?
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Sang Faruri - J&W Selegman - Analyst

Yes, I mean —

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

Well, we - under the county rules, even though, you know, we have to wait until the judge enters the final judgment, but the county required us to set aside
the $12 million provision for litigation in the quarter.

Sang Faruri - J&W Selegman - Analyst

No, no, no. I mean in terms of product revenues. Is there any sort of revenue impact? You have to pay $12 million. Is there any ongoing impact on your
business?

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder
Well, first of all, the verdict is not the final judgment.

Sang Faruri - J&W Selegman - Analyst

Okay.

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

And also, and also, I mean, this case is - this case is - whether our products and 02 products - well, let me set it clear. We won the summary judgment that our
product does not infringe 02’s product, 02’s patent. And now on both sides, the product does not - do not infringe both sides’ patent.

In terms of a misappropriation of a trade - secret part of a case, our product does not - does not incorporate it, both trade secrets in our IC or in our product.

Sang Faruri - J&W Selegman - Analyst

Okay. So, okay. So what’s the point of all these cases? I mean, you guys seem to have lost badly in this case, and the net result is $12 million and a lot of
heartache and the legal fees are probably pretty close or high as well.

I'mean, can’t you just settle these and get rid of these cases, or what’s the point of all of these? What is the other side - what is their incentive in doing these?

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

We don’t want to review our legal strategy and what we believe, we compete in the market rather than compete in a courtroom. But if force us to do it, we will
do it.

Sang Faruri - J&W Selegman - Analyst
Okay, thank you guys. Good quarter.
Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer

Thanks for joining us.
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Operator
(OPERATOR INSTRUCTIONS). And we’ll take a question now from Cranston Powell (ph) of Alteon Capital (ph).

Cranston Powell - Alteon Capital - Analyst

Hi, good afternoon. I just wondered on the tax rate, if we look out to ‘06 and we think about the China assembly facility, would the tax rate have come down
from the 25% level in that facility?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer
Yes, it will.
Cranston Powell - Alteon Capital - Analyst

And the legal issue, the $12 million, even if it becomes a final judgment, that will be taken care of in the ‘05 financials, right?

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer
Yes.

Cranston Powell - Alteon Capital - Analyst
Okay, thank you very much.

Operator

And Mr. Christoffersen, there are no further questions at this time. I’ll return the conference to you for any continuing and closing comments.

Tim Christoffersen - Monolithic Power Systems - Chief Financial Officer
Okay. Well, I would just like to thank all of you for joining us today. We appreciate - we appreciate that. So with that, Michael and [ will say goodbye.

Michael Hsing - Monolithic Power Systems - Chief Executive Officer, Founder

Thank you very much everyone.

Operator

That does conclude today’s conference call. Thank you everyone for joining us today.
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