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THIS IS NORDIC SEMICONDUCTOR

A global leader in Bluetooth Smart wireless solutions

The world is witnessing a wireless revolution on a scale never before experienced in global technology industry and
on-trend to break all previous growth and adoption rate records.

Itis being driven by the evolution of Bluetooth® Smart (formerly known as Bluetooth low energy] ultra low power wireless
technology leveraging the ubiquity, computing power and user interfacing simplicity of modern smartphones and apps,
and the on-going growth of the internet including rapidly-expanding high-speed cellular networks (3G and 4G) and cloud
and connected services.

Ultra low power and Bluetooth Smart wireless technology is changing how entire industries work, and enabling brand
new applications and products, such as wearables, that even a few years ago would have been technologically or com-
mercially impossible. It's also being embedded into quite literally everything: a trend that has been dubbed ‘the Internet
of Things’ (or loT" for short).

And sitting right in the middle of it all, with the world’s leading range of ultra low power (ulp) proprietary and Bluetooth
Smart wireless solutions is Nordic Semiconductor that has sold over 1.3 Billion ulp wireless chips to date.

How did a norwegian company come to occupy such a coveted position? Well the reality is, it never really lost it, having
almost single-handedly pioneered the development of ultra low power wireless during the early 2000s, and later be-
coming a key contributor in the creation and evolution of the ultra low power Bluetooth Smart wireless standard.

Since then nordic has worked tirelessly to continually define and re-define the leading edge of the ulp wireless market
with each successive new product generation launch, culminating in its latest nRF51 series single chip Bluetooth Smart

solution which even three years after its launch no competitor has yet managed to match.

Learn more about us at www.nordicsemi.com

NORDIC SEMICONDUCTOR ANNUAL REPORT / 2014 3



LETTER FROM THE CEO

2014 was another hugely successful year for Nordic
Semiconductor. During the year the company sold 250
million semiconductor units and grew its revenue to
MUSD 167. To support its continued growth the compa-
ny opened two new R&D centers in Finland and Poland
to further expand its pool of in-house, world-class R&D
engineering talent, plus its first local sales and support
office in Taiwan, to help support record levels of new
customer and Bluetooth Smart enquiries in Asia-Pacific
and the rest of the world. The company also recruited 62
additional employees worldwide to bring its total work-
force to 273, of which 193 work in R&D.

In addition to achieving high sales volumes and expanding
both its number of staff and office locations, Nordic suc-
cessfully introduced a number of key product and develop-
ment tool enhancements designed to make its 2.4GHz pro-
prietary and Bluetooth Smart wireless semiconductor chips
even easier to design into the widest range of applications,
including the wearables and Internet of Things (loT) markets.

During 2014 Nordic Semiconductor was also ranked third
in a list of “15 Tech Companies That Will Define 2014"
by the highly influential financial services company The
Motley Fool. Other companies in The Motely Fool rank-
ings included Broadcom (14th), Sony (13th), Apple (10th),
Netflix (9th]), Qualcomm (7th), Amazon (5th), and Google
(2nd). “Nordic might not be on investors’ radar,” said Erik
Bleeker of The Motley Fool, “[but] its focus on ultra-low
power wireless communications makes it one of the most
intriguing ways to invest in ‘The Internet of Things'.”

And in another separate Awards program and ceremony
in Norway, Nordic's CEQO, Svenn-Tore Larsen, was named
“Technology Leader of the Year” by top Norwegian tech-
nology magazine Teknisk Ukeblad (TU).

Nordic’s stated mission is to become the leader of con-
nectivity and to secure at least 40 percent market share
of all Bluetooth Smart devices sold. By 2020, with the
market forecast to expand to 25 billion Bluetooth Smart
devices, that would translate to around 10 billion Nordic
semiconductor units. It's a big number but that’s what
Nordic Semiconductor is aiming for.

Bluetooth Smart is both an exciting new technology be-
ing designed into a wide range of ‘early adopter” applica-
tions and also one that is now shifting into high volume
mainstream markets, including those in which Nordic
has been traditionally very strong such as PC peripher-
als (wireless mice and keyboards), sports and fitness, re-
mote controls, toys, ‘appcessories’ (wireless smartphone
accessories) and consumer health. Notable more recent
additions include beacons, smart watches, and activity
monitors, representing markets that didn’t even exist a
couple of years ago but in which Nordic has taken an early
lead in terms of successful design wins.

But it is the emergence and growth of wearables (things
we wear and carry) and the loT (things around us) that has
got the world’s leading technology and business press sit-
ting up and taking notice of both new markets in a big way.
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Svenn-Tore Larsen
Chief Executive Officer

‘ Nordic’s stated mission is to become the
leader of connectivity.

What's changed is that to give a ‘thing’ the ability to go on-
line requires what's called an ‘Internet gateway’ such as a
familiar home broadband and Wi-Fi router box.

The problem with such gateways is that they tend to be
fixed in location, private (unless the user has the login
details], complicated (for consumers in particular) to set-
up, and of limited range.

The evolution of Bluetooth Smart wireless technol-
ogy, however, is changing all of that. Now any Bluetooth
Smart Ready smartphone and indeed tablet or computer
(Bluetooth Smart Ready simply means native compat-
ibility with any Bluetooth Smart wireless device) can act
as a wireless Internet gateway for any Bluetooth Smart
enabled device anywhere, anytime, at low cost, and with
minimal to zero set-up complexity. This means almost
any ‘thing’ can now become connected to the Internet.

Making traditionally isolated or standalone things con-
nected and able to communicate with cloud services en-
ables manufactures to make them more useful and easier
for their customers to use (e.g. by using Bluetooth Smart
wireless technology to enable smartphone app control
and monitoring for example). This adds value, differen-
tiation and or cost savings, and therefore the potential to
significantly expand a company’s customer base.

Where Bluetooth Smart differs from traditional (or
‘Classic’] Bluetooth wireless technology is that it con-
sumes very little power (hence the term ‘ultra low pow-
er’) and so allows the use of very small batteries (down
to watch battery coin cells) that users don't have to re-
place for many months or years (a critical requirement for
mass-market adoption).
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The Bluetooth Smart standard started as a research col-
laboration with Nokia, focused on for connecting mobile
phones with a broad range of new battery powered elec-
tronics. Nordic was the first company to partner with
Nokia on this initiative starting in 2005, and continued its
full support for the initiative when it was absorbed within
the Bluetooth SIG in 2007 by contributing core ultra low
power wireless technology and expertise to the construc-
tion of the wireless standard.

Nordic was also the first company to launch a Bluetooth
Smart chip in 2011.

The Nokia initiative was later rebranded 'Bluetooth
Smart’ by the Bluetooth SIG and formally released with
Bluetooth 4.0 in 2010. Apple began supporting the new
Bluetooth Smart standard in 2011, enabling its iPhones,
iPads and Macs to communicate with Bluetooth Smart
wireless accessories. Microsoft followed in 2012, provid-
ing native support for Bluetooth Smart accessories within
its Windows 8 operating system. Finally, Google began
supporting Bluetooth Smart accessories with an update
to its Android operating system in 2013.

Today, all major operating systems contain Bluetooth
Smart support, and the majority of new smartphone and
tablet product releases. As such the installed base of
Bluetooth Smart Ready devices was 1.3 billion in 2013,
and forecast to rise to 3.3 billion by 2016.

Based on Nordic's contribution to the Bluetooth Smart
standard, the company was appointed to the Board of the
Bluetooth SIG in 2011. From December 2012 to December
2014, Nordic’s Chief Technology Officer Svein-Egil Nielsen
was the Chairman of the Bluetooth SIG Board. Nordic
currently participates with Apple, Intel, Lenovo, Nokia,
Microsoft, Ericsson AB, Toshiba, LG and Qualcomm on the
Board of Directors.
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Nordic has benefited greatly from the growth in demand
for Bluetooth Smart accessories during 2014. During the
past year, the company’s sales of Bluetooth Smart solu-
tions grew from MUSD 21.1 in 2013 to MUSD 62.9 in 2014,
Representing nearly 38% of the total revenue in 2014. The
company expects that sales of Bluetooth Smart solutions
will continue to accelerate in 2015 and beyond.

Nordic Semiconductor confidently expects the market
for its ultra-low power wireless solutions to grow dra-
matically in 2015 and beyond, as wireless connectivity
becomes a standard feature in an ever-growing range of
electronic devices. Nordic is well positioned for the vast
market opportunity within the expanding wearables and
Internet of Things markets based on its long-term lead-
ership in ultra-low power wireless technology, including
Bluetooth Smart wireless technology. Today, we are ac-
celerating our efforts in developing breakthrough new
technologies and complete solutions for our customers
to implement wireless connectivity across a broad range
of new products.

We at Nordic Semiconductor are proud of our market
leadership within Bluetooth Smart and ultra-low power
wireless technology, and of the over 1.3 billion units we
have sold to date. Our team has demonstrated the vision
and competence to design solutions on the leading edge
of our industry. With the talent and drive of our organi-
zation supporting us and the market opportunity ahead,
| am confident that we will shortly reach our second bil-
lionth unit sold and that this will still just be the beginning
of a journey that in the longer term will grow to reach tril-
lions of units.
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REPORT FROM THE BOARD OF DIRECTORS

Nordic Semiconductor’s Bluetooth Smart products revenue grew rapidly with tripling of revenue
in 2014 compared to 2013. The company’s revenues grew each quarter during the year, setting

a new record for Nordic with a total of MUSD 167 in revenues. 2014 represented the first year
with more than NOK 1 billion in revenue. The company had strong growth in emerging product
categories, driven by accelerating demand for its new Bluetooth Smart wireless products. Nordic
continued to invest in future growth by successfully launching operations in Finland and Poland.

Company Overview

Nordic Semiconductor is a fabless semiconductor com-
pany which designs, sells and delivers integrated circuits
and related intellectual property for use in short-range
wireless applications. The company specializes in ultra-
low power wireless solutions, based on its proprietary
2.4 GHz RF and Bluetooth Smart technology. Nordic
Semiconductor is a pioneer and market leader in ultra-
low power wireless technology, with 250 million units
sold last year.

Nordic Semiconductor’s components are manufactured
by world-class subcontractors and sold through elec-
tronics distributors to manufacturers of branded elec-
tronics across a wide range of product categories. These
categories include PC and tablet accessories, Sports/
Health monitors, Mobile phone accessories, Media re-
mote controls, Gaming controllers, Toys, RFID solutions,
Home and industrial automation, and other applications.

The company is headquartered in Trondheim and Oslo,
Norway, and has offices in the US, Hong Kong, Korea,
Japan, Taiwan, Poland, Finland and the Philippines.

Financial Summary

Income Statement

Nordic Semiconductor’s total revenue in 2014 grew by
34.3% to MUSD 167.0 (MUSD 124.4) and by that turned a 2
year negative revenue trend. The turnaround is attributed
to a PC market which has returned to growth after a long
period of declining sales and due to the increased sales
of Bluetooth smart. These sales totaled MUSD 63 and are
becoming the largest revenue stream of the company. In
total, Bluetooth Smart sales represented close to 38% of
total revenue.

In the fourth quarter of 2014, the company’s revenue
grew by 26.9% from the prior year, and sales of Bluetooth
Smart solutions represented 50.7% of revenue (compared
with 27.5% in the fourth quarter of 2013).

Gross margins in 2014 increased to 50.7% (49.5%). Gross
margins were solid all year, dropping below 50% only dur-
ing one quarter. The positive margin trend originated from
the increased revenues from Bluetooth Smart coupled
with Nordic’s change of customer mix. In the fourth quar-
ter of 2014, the company had a gross margin of 52.4%.

Operating expenses including depreciation increased by
29.5% to MUSD 62.1 (MUSD 47.9), or 37.2% (38.5%) of rev-
enue. During 2014, the company invested heavily in de-
veloping and releasing new wireless product platforms to
enhance its competitive position within Bluetooth Smart

NORDIC SEMICONDUCTOR ANNUAL REPORT / 2014

technology. The company added 62 new employees dur-
ing 2014, and increased its spending on product develop-
ment and marketing-related activities. The company also
opened an office in Finland were key management was
successfully on board in late 2014. Increases in expenses
as a result of more employees were partly offset by lower
USD expenses as a result of the weakening of the NOK
compared to USD.

Development of new wireless components is essential
to the company’s continued competitiveness in a rapidly
evolving market. At the end of 2014, R&D personnel rep-
resented 71.4% of the Group’s employees. During 2014,
Nordic invested 20% (16%) of its revenues in R&D. With
the investment in Finland this percentage will increase
furtherin 2015.

During 2014, R&D activities were focused on develop-
ing enhancements to the company’'s existing product
platforms, as well as on conducting research and early
stage development on its future product platforms. In ac-
cordance with IAS 38 criteria, this resulted in capitalized
R&D costs of MUSD 1.8 (MUSD 5.4), which fell sequen-
tially during the course of the year as resources shifted
from development to research activities.

As a result of strong financial performance Nordic
Semiconductor’s operating profit in 2014 increased by
66.4% to MUSD 22.6 (MUSD 13.6).

Net financialitems in 2014 were a gain of MUSD 1.9 (MUSD
0.6). This gain was primarily the result of exchange rate
changes on foreign currency balance sheet items.

Profit before tax in 2014 was MUSD 24.5 (MUSD 14.2]). Net
profit after tax was MUSD 18.5 (MUSD 9.6}, generating a
basic earnings per share of USD 0.114 (USD 0.059).

Cash Flow and Balance Sheet

Cash inflow from operations totaled MUSD 21.0 (MUSD
3.6). The increase in operating cash flow was caused by
higher operating profits, as well as improved working
capital in percentage of sales. It is expected that working
capital requirement will increase during 2015 in connec-
tion with increased sales. Cash outflow for investments
were MUSD 8.1 (MUSD 13.9], driven by investments in
new test capacity to address further growth in 2015 in
addition to setting up operations in Finland. Cash out-
flows for financing activities were MUSD 4.1 (MUSD 4.0),
mainly related to cash settlement of the 2013 employee
stock option plan.



In total, Nordic Semiconductor’s cash balance increased
by MUSD 8 during 2014. The Group had a cash balance
of MUSD 34.1 and no interest bearing debt at the end of
the year. The remainder of the Group's balance sheet pri-
marily consists of non-current assets such as equipment,
software and capitalized R&D and net working capital
items, which grew as the company prepared for stronger
sales in 2015 and beyond.

Accounting Principles

The financial statements for 2014 have been prepared
and presented in accordance with International Financial
Reporting Standards and the Norwegian Accounting Act.
A summary of internal controls related to the accounting
process can be found in the Corporate Governance sec-
tion of this annual report.

Financial Risk

Demand for Nordic Semiconductor’s short-range wire-
less solutions is tied to the greater semiconductor and
electronics markets and is sensitive to fluctuations in
economic conditions. Overall, the market is expected to
grow rapidly as wireless solutions are embedded into a
growing range of new products. As demand increases,
new competitors are expected to enter the market.

Nordic Semiconductor’s success depends on its ability to
anticipate customer needs and address these with com-
petitive technical solutions and outstanding customer
support. Furthermore, the company’s outsourcing of
manufacturing and direct distribution highlights its reli-
ance on a close collaboration with third-party subcon-
tractors and distributors.

Nordic Semiconductor’s liquidity risk is low. The company
maintained a cash balance of MUSD 34.1 and had no in-
terest bearing debt at the end of 2014. The company has
an open revolving credit facility of MUSD 20 available for
short-term borrowing needs. As the company holds no
interest-bearing debt, the company’s exposure to risk as-
sociated with interest rate fluctuations is also limited.

The company’s functional currency is USD. The company
is exposed to foreign exchange risk in its ordinary busi-
ness activities, which canimpact profit margins. The com-
pany’'s operating expenses are primarily in Norwegian
krone and its sales and direct production costs are nearly
entirely in US dollars. The company does not use financial
instruments to hedge this risk.

Finally, the company is exposed to credit risk, although
this has historically not resulted in significant losses. The
company sells its components to leading international
distributors of electronics components, primarily based
in Asia. The company’s receivables are not credit insured,
but credit monitoring routines are in place for setting up
credit lines, providing security (payment guarantees) and
demanding advance payments when required. The com-
pany’s losses on accounts receivables were less than 1%
during the last year

Personnel and Organization

At the end of 2014, Nordic Semiconductor had 273 (211) em-
ployees of whom 63 (37) were employed outside of Norway.
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Cooperation between management and the employee rep-
resentatives functions well and makes a valuable contri-
bution to addressing the challenges faced by the company.

Therewere 37 (31) female employees at the end of 2014, cor-
responding to 14% (15%) of total employees. There were 210
full-time employees in Norway, including 28 women. There
were 63 full-time employees in Finland, China, Hong Kong,
South Korea, Japan, the Philippines, Taiwan, Switzerland,
Poland and the USA, including 9 women. The average sal-
ary for women was 74% of the average salary for men (ex-
cluding executive management). Gender differences in em-
ployee salary are driven by both the location and function
of the employees, with a larger proportion of women in ad-
ministration functions and based in the Philippines. Gender
equality is a fundamental principle of the company, and ef-
forts are being made to ensure that there is no gender im-
balance when recruiting for positions within the company.
Executive management consists of 6 men, however in the
Board of directors 3 members are female, of which oneisan
employee representative.

Absence due to illness was 1.94% in 2014, compared with
1.4% in 2013. No occupational illnesses or injuries were
reported in 2014.

Environmental Statement

Nordic Semiconductor does not own or operate manufac-
turing facilities. Manufacturing is done through third par-
ties that comply with the ISO 14001 environmental stan-
dard, among others. Nordic Semiconductor seeks to limit
resource consumption, prevent unnecessary environmen-
tal pollution and manage waste in an environment-friendly
and resource-efficient manner, and has established rou-
tines to monitor these conditions under its 1S09001:2008
certified quality system.

Nordic Semiconductor complies with all current laws and
regulations, and all of our products comply fully with the
REACH and RoHS hazardous substance directives. This
enables the company to market itself as a “green” suppli-
er, which also gives it an advantage with major customers
who have their own stringent environmental standards

Corporate Social Responsibility

Nordic Semiconductor has established standards for
Corporate Social Responsibility (CSR), including policies
for supporting human rights, the rights of workers, the
environment and anticorruption practices in its business
strategy and daily operations. A description of the com-
pany’s CSR policies, results and execution plans is pub-
lished on the company’s website, in accordance with the
Norwegian Accounting Act §3-3.

Corporate Governance

Nordic Semiconductor’'s guidelines for Corporate
Governance are in accordance with the Norwegian Code
of Practice for Corporate Governance, dated 30 October
2014, as required for all listed companies on the Oslo Stock
Exchange. Furthermore, the guidelines meet the disclo-
sure requirements of the Norwegian Accounting Act and
Securities Trading Act.

The guidelines are included separately in this annual report.



Going Concern
In accordance with Norwegian accounting regulations,
the Board confirms that the prerequisites of a going con-
cern have been met in the presentation of the annual fi-
nancial statements.

Allocation of Net Profit

Nordic Semiconductor ASA, the parent company of the
Group, reported a net profit for the year of MUSD 18.5
during 2014. The net profit has been transferred inits en-
tirety to other equity.

The Board and Management believe that the company is
well-positioned for future growth opportunities, as wire-
less connectivity becomes a standard feature in a grow-
ing range of electronic products. In order to pursue its
long-term growth strategy in a highly cyclical business
environment, the company’s financial management policy
is to preserve a high proportion of equity and liquidity on
its balance sheet.

Based on the current cash balance and interest in pre-
serving cash to pursue its growth strategy in the coming
years, the Board has determined not to propose a divi-
dend payment at its Annual General Meeting in April.

Future Outlook

Nordic Semiconductor is by far the market leader within
ultra-low power wireless technology, with 250 million
wireless components sold last year. Based on market
trends and current design activity with customers, the
company expects strong growth in demand for its ultra-
low power wireless solutions during the coming years.

The company believes that wireless connectivity will soon
become a standard feature in a growing range of elec-
tronic devices, including many new types of sensors and
controls. Collectively, this growth in connected devices
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is known as the “Internet of Things” and is widely recog-
nized as one of the most important new trends in consum-
er electronics.

The company believes that Bluetooth Smart will be a
core technology for connecting the “Internet of Things”.
Bluetooth Smart enables small, battery-powered sen-
sors and accessories to communicate with traditional
Bluetooth devices (e.g., mobile phones /PC’s / home me-
dia centers labeled Bluetooth Smart Ready), while mini-
mizing power consumption

Bluetooth Smart Ready was first released in smart-
phones in late-2011, and has since been sold in nearly
one billion PC’s, handsets and tablets. By 2015, nearly
two billion mobile phones, PC’s, and home media centers
are expected to be sold each year with Bluetooth Smart
Ready solutions (source: ABl research]. As the ecosystem
of these Bluetooth Smart Ready mobile phones, PC’s and
home media centers expands, this creates a major market
opportunity for new wireless accessories to connect with
these devices using Nordic’'s Bluetooth Smart technology.

In 2012, Nordic released the latest generation of its ultra-
low power wireless solutions, called the nRF51 series,
with a focus on Bluetooth Smart applications. The nRF51
series features best-in-class processing power and en-
ergy consumption among Bluetooth Smart solutions,
and offers a very easy-to-use platform for designing new
wireless applications, with a software architecture that
cleanly separates the application and protocol stacks.

Based on its market leadership in ultra-low power wire-
less solutions, its best-in-class product line including the
new nRF51 platform, and its highly experienced team of
engineers and sales professionals, Nordic Semiconductor
is well positioned for growth as the wireless market ex-
pands into many new product categories.
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Directors and CEO confirm that:

B to the best of our knowledge, the financial statements for 2014 have been prepared in accordance with current
accounting standards and give a true and fair view of the company and the group’s assets, liabilities, financial position
and results of the operations, and that

B the report by the Board of Directors provides a fair overview of the company and its development, financial results
and position, and describes the company’s key risks and uncertainties

Oslo, 17 March 2015

Te e Anne-Cecilie Fagerlie Karsten Rénner
Chairman Board member Board member
7
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I
171X %
Ald Sl Jol fl == // //
Arnhild Schia Tore Valderhaug Markus Bakka Hjerto
Board member Board member Board member, employee
S fhawsc Chend \gw |
_ \\ aM"\‘
Joakim Ferm Anne Strand Svenn-Tore Larsen
Board member, employee Board member, employee Chief Executive Officer
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NORDIC SEMICONDUCTOR GROUP FINANCIAL STATEMENTS

Nordic Semiconductor Group

Consolidated income statement
for the year ended 31 December 2014

Amount in USD 1000 Note 2014 2013
Total Revenue 3 167 029 124 390
Cost of materials 4 -82 101 -61840
Direct project costs -188 -1006
Gross profit 84 741 61543
Payroll expenses 9/10/12/16 -38 653 -28 741
Other operating expenses 5/12/19 -16 566 -14 393
Depreciation 11/12 -6 873 -4 802
Operating profit 22 648 13 607
Financial income 6/20 259 334
Financial expenses 6/20 -33 -4
Net foreign exchange gains (losses) 6/20 1663 231
Profit before tax 24537 14168
Income tax expense 7 -5988 -4.590
Net profit after tax 18 549 9577
Attributable to
Equity holders of the parent 18 549 9577
Earnings per share
Ordinary earnings per share (USD) 8 0,1 0,06
Fully diluted earnings per share (USD) 8 0,1 0,06
Comprehensive Income 2014 2013
Net profit after tax 18 549 9577
Other comprehensive income not to be reclassified to profit or loss in subsequent periods:
Actuarial gains (losses) on defined benefit plans (before tax) -3001 -1292
Income tax effect 810 349
Total Comprehensive Income 16 358 8 634
NORDIC SEMICONDUCTOR ANNUAL REPORT / 2014 10



NORDIC SEMICONDUCTOR GROUP FINANCIAL STATEMENTS

Consolidated statement of financial position
as of 31 December 2014

Amount in USD 1000 Note 2014 2013
ASSETS
Non-current assets
Capitalized development expenses 12 6928 7 498
Software and other intangible assets 12 4 485 3451
Deferred tax assets 7 5363 3077
Property assets il 773 583
Equipment 11/20 8172 7 464
Other long term assets 10 281 759
Total non-current assets 26 001 22 832
Current assets
Inventory 4/20 27 910 22167
Accounts receivable 13/20 39 288 30047
Other short-term receivables 3257 2703
Cash and cash equivalents 14/20 34080 26 082
Total current assets 104 536 81000
TOTAL ASSETS 130537 103 832
EQUITY
Share capital 15 283 283
Treasury shares 15 -2 -4
Share Premium 15 14 253 14 253
Other paid in capital 709 1757
Retained earnings 73279 55954
TOTAL EQUITY 88522 72 244
LIABILITIES
Non-current assets
Pension liability 16 11 455 10090
Total non-current liabilities 11 455 10 090
Current liabilities
Accounts payable 18/20 12 929 6261
Income taxes payable 7 6690 4822
Public duties 18 2263 2 405
Other short-term debt 18 8678 8011
Total current liabilities 30559 21 498
TOTAL LIABILITIES 42 014 31588
TOTAL EQUITY AND LIABILITY 130537 103 832
Oslo, 17 March 2015
Z {

Te e Anne-Cecilie Fagerlie
Chairman Board member
i
Ald Sl TJudll
Arnhild Schia Tore Valderhaug

Board member

/A
-

Joakim Ferm
Board member, employee

Board member

fh B

Anne Strand

Board member, employee
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Board member, employee
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Svenn-Tore Larsen
Chief Executive Officer



NORDIC SEMICONDUCTOR GROUP FINANCIAL STATEMENTS

Nordic Semiconductor Group

Consolidated statement of changes in equity

for the year ended 31 December 2014

Share Treasury Share Other paid Retained Total
Amount in USD 1000 capital shares premium incapital earnings equity
Equity as of 01.01.2013 283 -2 14 253 51292 65826
Net profit for the period 9577 9577
Actuarial gain/loss recognised in equity -943 -943
Purchase of treasury shares -2 -3975 -3977
Share based compensation 1758 1758
Equity as of 31.12.2013 283 -4 14 253 1758 55 954 72 244
Net profit for the period 18 549 18 549
Actuarial gain/loss recognised in equity -2191 -2191
Purchase of treasury shares -2 -5168 -5170
Sale of treasury shares, option exercise 4 6150 6154
Share based compensation 4761 4 761
Cash settlement of options contract -5810 -5810
Difference with translation to USD -15 -15
Equity as of 31.12.2014 283 =2 14 253 709 73279 88522
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NORDIC SEMICONDUCTOR GROUP FINANCIAL STATEMENTS

Nordic Semiconductor Group

Consolidated statement of cash flows
for the year ended 31 December 2014

Amount in USD 1000 Note 2014 2013
Cash flows from operating activities

Profit before tax 24537 14168
Taxes paid for the period 7 -5037 -7 041
Depreciation 11/12 6873 4802
Change in inventories, trade receivables and payables 4/13/18/20 -8316 -10 617
Share-based compensation 4692 2690
Movement in pensions -3 112 -566
Other operations related adjustments 1341 137
Net cash flows from operating activities 20979 3573
Cash flows from investing activities

Capital expenditures (including software) 11/12 -6 339 -8 546
Capitalized development expenses 12 -1802 -5410
Net cash flows from investing activities -8 141 -13 866
Cash flows from financing activities

Sale of treasyry stock 15 6154

Purchase of treasury stock 15 -5170 -3 975
Cash settlemet of options contract -5810

Net cash flows from financing activities -4 825 -3 975
Net change in cash and cash equivalents 7998 -14 268
Cash and cash equivalents as of 1.1. 26 082 40350
Cash and cash equivalents as of 31.12. 14/20 34080 26 082
Cash and cash equivalents as of 31.12. which is restricted cash 852 869
NORDIC SEMICONDUCTOR ANNUAL REPORT / 2014 13



NOTES TO NORDIC SEMICONDUCTOR GROUP FINANCIAL STATEMENTS

Note 1: General

Nordic Semiconductor ASA is a public limited company
whose shares are listed on the Oslo Stock Exchange.
The Group's head office is located at Otto Nielsens vei
12, 7052 Trondheim, Norway. The Group includes the
parent company Nordic Semiconductor ASA and three
wholly-owned subsidiarys, Nordic Semiconductor Inc.,
Nordic Semiconductor Poland Sp. z o0.0. and Nordic
Semiconductor Finland OY.

Nordic Semiconductor develops and sells integrated
circuits and related solutions for short-range wireless
communication. The company specializes in ultra-low
power (ULP) components, based on its proprietary 2.4
GHz and Bluetooth Smart technology.

The financial accounts were approved for publication
by the Board of Directors on March 17, 2015, and will be
presented for approval at the Annual General Meeting on
April 17, 2015.

Note 2: Accounting Principles

2.1 Basis for preparation

The financial accounts for Nordic Semiconductor ASA
(“the Parent Company”) and its wholly-owned and con-
trolled subsidiary, together called “the Group”, are
prepared in accordance with International Financial
Reporting Standards (IFRS] as established by the EU.

As the company has USD as its functional currency, the
financial accounts are presented in USD, rounded off to
the nearest thousand, if nothing else is noted. As a result
of rounding off differences, it is possible that amounts
and percent does not add up to the total.

The financial accounts are based on the principles of his-
toric cost accounting, with the exception of the following
asset:

Financial instruments (money market fund) are mea-
sured at fair value, with changes in value recognized on
the income statement.

Basis of consolidation:

A subsidiary is a company in which the Group has control
over financial and operating activity. Control is normally
achieved when the Group owns - directly or indirectly -
more than 50% of the shares in the company. Such com-
panies are included in the Group financial statements
from the date at which the Group obtains control over the
company and until the date that such control ceases.

All intra-group balances, income and expenses, and
unrealized gains and losses are eliminated in full. The
financial statements in the subsidiaries are prepared
using consistent accounting policies as the parent com-
pany, for the same reporting period.

2.2 Significant accounting judgements, estimates and
assumptions

The preparation of financial accounts in accordance with
IFRS requires that management use assessments, esti-
mates and assumptions thatinfluence theamountreport-
ed in the financial statements and notes. Management
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bases its estimates and assessments on previous expe-
rience and on various other factors deemed to be rea-
sonable and sensible given the specific circumstances.
These assessments form the basis for evaluating the ac-
counting value of assets and obligations which would not
be possible based on other available sources. The actual
earnings may differ from these estimates. The main ar-
eas of uncertainty for assessments and estimates on the
balance sheet date, which represent a risk for creating
significant changes to the value of assets and liabilities
recorded in the accounts for the following financial year,
are discussed below.

Revenue recognition
Revenue recognition principles are described in 2.11.

Management has made an estimate of future credits to
be given to distributors based on components sold in
2014 and 2013, if the following scenarios are met:

If a distributor sells components to specified customer
accounts, the distributor will receive an additional dis-
count after the sale is made, Ship and Debit. An estimate
for this discount is provided in the accounts, reducing the
revenue and increasing current liabilities. See note 2.12
for futher details.

If the distributor’s pricing to specific end customer ac-
counts changes according to a previous agreement with
Nordic Semiconductor, the distributor will receive a price
protection credit based on the difference between the old
and new price.

In certain cases, distributors have the right to exchange
inventory with Nordic Semiconductor. Stock rotation pro-
visions are made for this if necessary.

Estimates are continually reassessed based on changes in
the underlying assumptions. Changes in accounting esti-
mates are recognized in the period in which such changes
occur. If such changes also apply to future periods, the ef-
fect is distributed between current and future periods.

Pensions

The costs of the defined benefit pension plan are deter-
mined upon actuarial calculations. Actuarial calcula-
tions are based on expectations regarding the discount
rate, expected return on pension funds, future increases
in wages/salaries, annual adjustment in the national in-
surance base rate, annual adjustment of pensions, aver-
age turnover and death rates. Based on the natural long-
term nature of these obligations, such estimates entail a
large degree of uncertainty. Net interest cost consists of
interest on the liability and the return on the plan assets,
whereas both have been calculated by using the discount
rate. Changes in net pension liabilities as a result of pay-
ments of premiums and pension payments have been
taken into consideration. The difference between the ac-
tual return and the calculated return is recognised con-
tinuously through other comprehensive income.

Further details are provided in note 16. The book value
of pension obligations as of December 31, 2014 and 2013
was USD 11,455,000 and USD 10,090,000 respectively.
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Share based payments

Nordic Semiconductor implemented a stock option pro-
gram for employees on February 18, 2013. For several
years prior to 2013, Nordic Semiconductor ASA provided
all employees with performance-based compensation
through an annual cash bonus tied to the achievement of
targets for group revenue and operating profits for the
year. The Board implemented a change to this program in
2013, which enabled performance-based compensation
to be awarded through a stock option grant as an alter-
native to the existing cash bonus program. This Program
was continued for 2014.

The group measures the cost of share based payments at
the date which they are granted. The fair value of options
granted in 2014 was USD 1.0 (NOK 6.15) per option, accord-
ing to the Black & Scholes option-pricing model. The Black
& Scholes valuation of the option program was conducted
by an independent advisory company. See Note 17.

Development cost

Development costs are capitalized in accordance with
the principles in Note 2.9. In order to determine the
amount to be capitalized, it is necessary for management
to make assumptions regarding expected future cash
flow, discount rates and the expected period of benefits.
Capitalized development costs are subject to amortiza-
tion on a straight-line basis over the period of expected
future benefit, normally 3-5 years. Uncertainty exists
with respect to the estimated period of expected future
benefit, as this depends on the future technological de-
velopment in the market. The carrying amount of capi-
talized development costs as of December 31, 2014 and
2013 was USD 6,928,000 and USD 7,498,000 respectively.

2.3 Changes in accounting principles

IFRS 10 replaced the portion of IAS 27 Consolidated and
Separate Financial Statements that addresses the ac-
counting for consolidated financial statements. IFRS 10
establishes a single control model that applies to all en-
tities. The changes introduced by IFRS 10 requires man-
agement to exercise significant judgment to determine
which entities are controlled, and therefore are required
to be consolidated by a parent, compared with the re-
quirements that were in IAS 27. In the standard an inves-
tor controls an investee when it is exposed, or has rights,
to variable returns from its involvement with the invest-
ee and has the ability to affect those returns through its
power over the investee. The standard did not have any
significant effect for the Group

IFRS 12 includes all of the disclosures that were previ-
ously in IAS 27 related to consolidated financial state-
ments, as well as all of the disclosures that were previ-
ously included in IAS 31 Interests in Joint Ventures and
IAS 28 Investment in Associates. These disclosures re-
late to an entity’s interests in subsidiaries, joint arrange-
ments, associates and unconsolidated structured enti-
ties. Anumber of new disclosures are also required. One
of the most significant changes introduced by IFRS 12 is
that an entity is now required to disclose the judgments
made to determine whether it controls another entity.
The new disclosures will assist the users of the financial
statements to make their own assessment of the finan-
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cial impact in cases were management were to reach a
different conclusion regarding consolidation — by pro-
viding more information about unconsolidated entities.
The standard did not have any significant effect for the
Group.

2.4 Foreign currency

The Group presents its financial statements in USD
which also is the the functional currency of the parent
company. Transactions in currency other than USD, are
converted at the exchange rate at the date of the trans-
action. Any exchange gains or losses arising as a result
of changes in the exchange rate between the time of the
transaction and the time of payment are recognized in
the income statement.

2.5 Cash and cash equivalents

Cash includes cash balances and bank deposits. Cash
equivalents are short-term liquid investments which do
not involve significant risk factors and are convertible
into a known amount of cash within three months.

2.6 Accounts receivable

Accounts receivable are valued at amortized cost, less
impairment. Losses arising from impairment are recog-
nized in the income statement.

2.7 Inventory

Inventory, components and components under produc-
tion are valued at the lower of cost and net realizable
value after deduction for obsolescence. Net realizable
value is estimated as the selling price less cost of com-
pletion and the cost necessary to make the sale. Costs
are determined using the FIFO method. Work in progress
includes variable cost and non-variable cost which can
be allocated to items based on normal capacity. Obsolete
inventory is written down completely.

2.8 Non-current assets

Non-current assets are stated at the lowest of cost net
of accumulated depreciation and net realizable value.
When an asset is sold or discontinued, the cost and accu-
mulated depreciation are reversed and gain or loss from
the transaction are recognized in the income statement.

The company’s property assets is an apartment stated at
cost. No depreciation is made since the residual value of
the apartment exceeds the cost.

Cost of non-current assets includes fees/taxes and di-
rect costs associated with commissioning the non-cur-
rent asset for use. Repair and maintenance costs are
expensed when incurred. If repair and maintenance in-
crease the value of the non-current asset, the value will
be added to the asset on the balance sheet.

Depreciation is calculated on a straight-line basis over
the following periods of time:

Office and lab equipment 3-5years
Computer equipment 3-4 years
Installations in buildings 5years

15
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The assets’ residual value, useful lives and methods of
depreciation are reviewed at each financial year end and
adjusted prospectively, if necessary.

Financial leases
The Group does not have any significant financial leases.

Operational leases
Leases where the most significant risk rests with the les-
sor are classified as operational leases. Lease payments
are classified as operating costs and are expensed over
the contract period.

2.9 Research and development

Research costs are expensed as incurred. Costs asso-
ciated with development are capitalized if the following
criteria are met in full:

B the product or the process is clearly defined and the
costelements can be identified and measured reliably;

B the technical feasibility is demonstrated;

M the product or the process will be sold or used in the
business;

W the asset will generate future financial benefits.

W sufficient technical, financial and other resources for
project completion are in place.

Costs which were expensed in prior accounting periods
will not be capitalized.

Capitalized development costs are subject to amortiza-
tion on a straight-line basis over the expected period of
benefits, normally 3-5 years. Depreciation begins when
the product is transferred from development to produc-
tion. Uncertainty exists with respect to the expected pe-
riod of benefits, as this depends on the future technologi-
cal development in the market.

The fair value of capitalized development costs will be
estimated when there is an indication of a decline in value
or that the need for impairment charged in prior periods
no longer exists.

2.10 Provision

Provisions are recognized when the Group has a pres-
ent obligation (legal or constructive] as a result of a
past event, it is probable that economic benefits will be
required to settle the obligation and a reliable estimate
can be made. Provisions are reviewed each balance
sheet date and the level reflects the best estimate of
the obligation. When the time value is insignificant, the
amount of the provision will be equal to the expenditure
required to settle the obligation. When the time effect is
significant, the amount of the provision will be equal to
the present value of future expenditures to settle the ob-
ligation. Changes in the net present value of provisions
resulting from discounting are recognized as finance
costs.
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2.11 Revenue recognition

Revenue is recognised to the extent that it is probable
that the economic benefits will flow to the Group and the
revenue can be reliably measured, regardless of when
the payment is being made. Revenue is measured at the
fair value of the consideration received or receivable,
taking into account contractually defined terms of pay-
ment and excluding taxes or duty.

Revenue from sales of components is recognized at the
time of delivery to distributor or end customer. The time
of delivery is usually the time when the goods are trans-
ferred to the transport carrier. Certain provisions have
been made for credits to distributors based on the esti-
mates described in Note 2.2.

Revenue from services is recognized as the services
are rendered/delivered. The service consists of working
hours, and invoicing of other costs, such as work done
by subcontractors. Interest earned is recognized as it is
generated.

2.12 Employee benefits

Defined benefit pension plans

The Group offers a defined benefit pension plan toits em-
ployees who were hired before December 31, 2007. The
group has also established a similar plan for employees
in the Philliphines. Pension plan assets are valued at
their fair value.

Net Lliability is calculated on the basis of the present
value of future pension benefits which an employee has
earned as of the balance sheet due date, after deduction
of the actual value of pension assets. The discount rate
corresponds to covered bonds (OMF) with the allowance
to take the term into account. The Group believes that
the market for covered bonds is sufficiently deep and
the pricing reliable. The interest rate for covered bonds
is calculated on the basis of bonds with maturities over
14 years, which fit the remaining maturity for the Groups
pension liability. The calculations were performed by a
qualified actuary. All changes in accounting estimates
shall be recognized in other comprehensive income in
accordance with IAS 19R. See Note 2.3

Defined contribution pension
Employees hired after January 1, 2008 have a defined
contribution pension plan described in Note 16.

Share based payments

The Group has a share option program for its employ-
ees. The options are measured at fair value at the date
of the grant. The fair value of the options is expensed
over the vesting period which in this case is one year.
This transaction is recognised as personnel cost in the
income statement and in other paid-in capital on the bal-
ance sheet.

Social security tax on options is recorded as a liability
based on the share price on the balance sheet date until
the option is exercised. See note 17.
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2.13 Government grants

Grants received are classified as operating grants.
Operating grants are accounted for at the same time as
the costs they are intended to cover. Tax refunds are ac-
counted for as a cost reduction. See note 7.

2.14 Income taxes

Income tax expenses consist of taxes due and changes
to the deferred tax. Deferred tax and tax credits are cal-
culated based on all differences between the financial
accounts and the value for tax purposes of assets and
liabilities.

Deferred tax credits are recognized to the extent that it is
probable that the individual company will have sufficient
taxable income in later periods to utilize the tax credit.
Similarly, the company will reduce recognition of the de-
ferred tax benefit to the extent the company no longer
deems it probable that it will be able to utilize such tax
benefits.

Deferred tax liabilities are accounted for at the nominal
value and classified as long-term obligations in the bal-
ance sheet.

Taxes payable and deferred taxes are recognized directly
to equity to the extent that the tax loss carryforwards re-
late to equity transactions.

2.15 Segments

The Group has only one operating segment. The group
does not report or monitor profitability on a lower level,
but breaks down its revenue into the following end prod-
uct areas: PC/tablet accessories, Mobile/wearabledevic-
es, Home electronic devices, Installed sensor networks,
ASIC components and Consulting services. The Group
also breaks down its revenues in the geographical mar-
ket areas in which its products are sold. See note 3.

2.16 Events after the balance sheet date

Information available after the balance sheet date and
applicable to conditions existing at the balance sheet date
isincluded in the preparation of the financial statements.
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Events after the balance sheet date that do not affect the
Group's financial position as of the balance sheet date,
but that will affect the Group’s financial position in the
future, are disclosed if they are significant. See note 21.

2.17 Cash flow statement

The cash flow statement is prepared in accordance with
the indirect method. Cash and cash equivalents include
cash, bank deposits and other short-term liquid invest-
ments.

2.18 Equity

Treasury shares

When treasury shares are purchased, the purchase
price, including directly attributable costs are recognized
as changes in equity. Treasury shares are presented as
a reduction of equity. Gains or losses on transactions in
treasury shares are not recognized.

2.19 Approved standards and interpretations not yet in
effect

IFRS 15 was issued May 2014 and establishes a new five
step model that will apply to revenue arising from con-
tract with customers. Under IFRS 15 revenue is recog-
nised at amount that reflects the consideration to which
a entity expects to be entitled to in exchange for gods or
service to a customer. The principles in IFRS 15 provide a
more structured to measuring and recognising revenue.

The new revenue standard is applicable to all entities and
will supersede all current revenue recognition require-
ments under IFRS. Either a full or modified retrospective
application is required for annual periods begining on or
after 1 January 2017 with early adoption premitted. The
group is currently assessing the impact of IFRS 15 and
plans to adopt the new standart on the required effective
date.
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Note 3: Revenues

All figures in USD 1000.

The Group has only one segment which is the semiconductor business. The Group classifies its revenues based on the
end product applications in which its products are used.

Revenue classified by end product applications:

The Group focuses on the sale of standard components for wireless communication. These wireless components are
broken into the following end product areas: PC/tablet accessories, Home electronic devices, Mobile/wearable devices
and Installed sensor networks. In 2014, wireless components accounted for 94.2% of sales versus 90.2% in 2013.

In addition to standard components, the Group sells customer-specific ASIC components (Application Specific
Integrated Circuits) and related consulting services.

2014 2013
Revenue
PC/tablet accessories 75 631 68509
Home electronic devices 8899 5305
Mobile/wearable devices 58 861 26 181
Installed sensor networks 13921 12 259
Wireless components 157 312 112 255
ASIC components 9126 10 401
Consulting services 591 1734
Total revenues 167 029 124 390

Revenue classified by customers’ location:
The Group also classifies its revenues on a geographical basis according to its customers’ location.

2014 2013
Europe 13493 16 229
Americas 21460 7735
Asia/Pacific 132076 100 427
Total revenues 167 029 124 390

Revenue in Asia/Pacific is primarily from Taiwan, which represented MUSD 75.4 in 2014 and MUSD 67.4 in 2013.

The Group sells its components to distributors, which then sell components onward to electronics manufacturers
which build end products and sell them to customers across the world. Four distributors represented more than 10%
of the Group’s total revenues in 2014 (in total 71%). These four distributors represented 30%, 15%, 15% and 11% of the
Group’s total revenues respectively. In comparison, two distributors represented more than 10% of the Group’s total
revenues in 2013, with 37% and 17% of revenues respectively. These distributors are based in Asia.

Note 4: Cost of materials / inventory

All figures in USD 1000.

2014 2013
Cost of goods, gross 87 844 72 259
Changes in inventory -5 743 -10 419
Cost of goods, net 82 101 61840

2014 2013
Finished goods
At net realizable value 25262 20287
At cost price 8 492 10065
Total Finished goods 8492 10 065
Work in progress, at cost 19 417 12 102
Total inventory 27 910 22167
Amount written down 466 683
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Note 5: Other operating expenses

All figures in USD 1000.

2014 2013
Service and maintenance 3674 3289
Other consultancy fees 4157 4326
Office rental expenses 2251 2083
Office equipment 607 571
Material and components 1289 1024
Capitalized development expenses -244 -571
Travel and meeting expenses 2041 1672
Other operating expenses 2781 1999
Total other operating expenses 16 556 14 393
Auditor remuneration
Fees to the auditor are included in consultancy fees above.

2014 2013
Statutory audit servces 40 50
Tax advisory services 5 8
Other non-audit services 88 45
Total 133 103

Note 6: Net financial items

All figures in USD 1000.

2014 2013
Interest income 106 91
Other financial income 17 10
Interest expenses -33 -3
Changes in money market fund, reported in the income statement 136 232
Financial income 226 330
Foreign exchange loss (net) 1663 231
Financial expenses 1663 231

Note 7: Tax

All figures in USD 1000.

Tax expense consists of 2014 2013
Tax payable -7 464 -4 808
Change in deferred tax / tax benefit 1476 330
Changes in tax rate 0 -12
Tax expense -5988 -4590
Reconciliation of taxes payable in balance sheet and income statement 2014 2013
Taxes payable for year, in the balance sheet -6 690 -4.822
Currency effect from translation to USD -774 14
Taxes payable in income statement -7 464 -4808
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Reconciliation of nominal and actual tax expense 2014 2013
Profit before tax 24 537 14168
Tax at nominal rate 27 % 2014 (28% 2013) -6 625 -3 967
Tax effect permanent differences 3488 409
Effect of change in tax rate -112
Actuarial gains -810 -349
Currency effect from translation to USD -2 041 -571
Tax expense -5988 -4590
2014 2013
Earnings before tax 24537 14168
Government grants -227 -163
Settlement options -9323
Interest on tax -N
Non-deductible other expenses 184 46
Actuarial gain/loss pension -3001 -1292
Change in temporary differences 8 468 2 495
Currency effect of translation to USD 7019 1917
Basis for payable tax 27 644 17171
Payable tax on earnings 27 % 2014 (28% 2013) -7 464 -4808

Deferred tax and Balance Sheet Income Statement Other Comp. income
deferred tax benefits: 2014 2013 2014 2013 2014 2013
Deferred tax benefit

Inventory 463 683 -220 42

Fixed assets 1998 1745 235 355

Accounts receivable 2 -2 -20

Options 4761 4761

Pension obligation 11426 10 090 -1 665 bbb 3001 1292
Deferred tax benefit - gross 19 330 12 520 3127 821 3001 1292
Deferred tax obligation

Intangible assets

Gain and loss account -994 -1342 -348 -336

Accounts receivable

Deferred tax obligation - gross -994 -1342 -348 -336

Currency effect of translation to USD 1527 218 2 688 -350

Total temporary differences 19 863 11 396 5467 807 3001 1292
Net deferred tax obligation/benefit 5363 3077

Change in deferred tax obligation/benefit 1476 218 810 349
Reconciliation of net deferred tax liability: 2014 2013
Opening balance as of 1.1 3077 2510
Effect changes in accounting policies, pension - -
Tax expense/income recognised in profit and loss 1476 217
Tax expense/income recognised in other comprehensive income 810 349
Currency effect from translation to USD 1
Net deferred tax obligation/benefit 5363 3077
Net deferred tax liability as of 31.12: 2014 2013
Net gain/(loss) on actuarial gains and losses 810 362
Effect of changes in tax rates -13
Total tax OCI 810 349
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Note 8: Shares outstanding

2014 2013
Basis for calculation of basic earnings per share
Earnings for the year (USD '000) 18 549 9577
Weighted average number of outstanding shares ('000) 162 379 161268
Earnings per share (USD) 0.1 0.06
Basis for calculation of fully diluted earnings per share
Earnings for the year (USD '000) 18 549 9577
Weighted average number of outstanding shares (‘000) 163 146 161 854
Earnings per share (USD) 0.1 0.06
Reconciliation of average number of ordinary shares (‘000)
Weighted average number of outstanding shares 163 146 163 441
Weighted average number of treasury shares 767 2173
Weighted average number of outstanding shares, corrected for treasury shares 162 379 161268

The number of shares was as follows:

Date Number of shares issued Shares outstanding
2014-01-01 Balance at beginning of period 163 440 600 161 049 600
2014-12-31 Balance at end of period 163 440 600 162 240 600

Note 9: Payroll expenses

All figures in USD 1000.

Combined expenses for salary and other compensation are distributed as follows: 2014 2013
Salary and vacation pay 23922 21709
Other compensation 8 989 5553
Payroll tax 4992 4316
Defined benefit pension 1495 1402
Defined contribution pension 802 569
Capitalized development expenses (hourly costs) -1 548 -4 808
Total 38 653 28 741
Weighted average number of full-time employees 245 202
Company’s employees as of December 31, are distributed as follows: 2014 2013
Norway 210 173
China 1 9
South Korea 3 2
USA 9 9
Taiwan 3 1
Japan 1 1
Philippines 15 15
Switzerland 1 1
Poland "

Finland 9

Total 273 21

Note 10: Compensation to Group management and Board

All figures in USD 1000.

Total compensation expensed for Board members 2014 2013
Tore Engebretsen, Former Chairman of the Board 24 70
Terje Rogne, Chairman of the Board 66 54
Anne Cecilie Fagerlie, Board member 39 38
Arnhild Schia, Board member 39 38
Karsten Ronner, Board member 39 38
Tore Valderhaug, Board Member 26

Markus Bakka Hjertg, employee representative (Board remuneration only) 9 10
Thomas Ulleberg, former employee representative (Board remuneration only] 3 10
Anne Strand, employee representative (Board remuneration only) 6

Joakim Ferm, employee representative (Board remuneration only] 6
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Total compensation expensed during the year for the CEO and other executives:

Other Pension
2014 Salary Bonus Options compensation expenses Total
Svenn-Tore Larsen, CEO 436 512 497 2 37 1485
Robert Giori, CFO (January-August) 168 14 1 8 192
Pal Elstad, CFO (September-December) 84 1 3 88
Svein Egil Nielsen, CTO 236 289 2 " 539
Geir Langeland, Sales & Marketing Director 236 304 2 25 567
Ebbe Rgmcke, Quality Director 165 1 1 51 328
Ole Fredrik Morken, Supply Chain Director 249 105 1 1 366
Total 1574 512 1321 10 146 3564

Other Pension
2013 Salary Bonus Options compensation expenses Total
Svenn-Tore Larsen, CEO 452 468 155 3 33 1111
Robert Giori, CFO 297 213 103 2 13 628
Svein Egil Nielsen, CTO 199 19 3 12 233
Bertel-Eivind Flaten, R&D Director 190 213 103 3 38 545
Ebbe Rgmcke, Quality Director 167 106 52 3 19 347
Geir Langeland, Sales & Marketing Director 241 213 103 2 21 580
Total 1546 1231 516 15 136 3444

The CEO has entered a loan agreement with the company. Interest accumulates on this loan according to the appli-
cable minimum rate on employee loans (normrente). The loan where secured with the employees’ holdings of Nordic
Semiconductor shares. The loan has been repaid in January 2015.

Loans to executives: 2014 2013

Repayment terms

Svenn-Tore Larsen 337 571

Installments of USD 234 thousand was made on January 20, 2014 and

USD 337 thousand on January 20, 2015

Compensation agreement - CEO

In 2011, the company entered into a retention bonus
agreement with the CEO, which provides the CEO with
additional compensation in the event that the CEO is still
employed with the company for each of the four years end-
ing December 31, 2011 - 2014. The retention bonus is paid
annually in increasing sums following each of the calendar
years, and totals MNOK 10 for the entire four-year term.
In the event that the company is acquired during the term,
the remainder of the unpaid retention bonuses will be paid
to the CEO following the closing of the acquisition. As of
December 31, 2014, The last of the MNOK 10 was earned.

The Company has no other obligations to the CEO in the
event of resignation over and above the normal resigna-
tion time of six (6) months, except that the resignation pe-
riod increases to twelve (12) months in the event that the
Company is acquired or merged with another company.

Policy for executive compensation

The company’s policy on salaries and other remuneration to
the CEO and other senior employees (in accordance with the
Public Limited Companies Act § 6-16a) is the following:The
main principle in the Company’s policy for remuneration
and compensation is that the leading employees shall be
offered competitive terms, so as to achieve the desired
competence and incentives in the Company’s executive
management team. Salary and other benefits for executive
management will during the next year be established in ac-
cordance with the above-mentioned main principle.
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The Company has established an annual performance
bonus program for the executive management team, in
which the manager must remain within his position until
the start of the following year in order to be eligible. The
bonuses may be awarded as a direct cash payment or as
share options in the company. Performance-based com-
pensation will be subject to an absolute limit and fulfil-
ment of performance criteria, both decided by the Board
at its discretion.

The Company offers pensions plans to all employees,
managers included. In addition, the Company provides
managers with other limited benefits in kind such as a
company telephone.

The Company’s Chief Executive Officer has agreed to a 6
month mutual resignation period, except that the resigna-
tion period increases to 12 months in the event that the
company is acquired or merged with another company.

The guidelines for determination of salary and other
compensation for leading employees as outlined for the
Annual General Meeting in 2014 have been complied with
for 2015 with the exception of performance bonus pro-
gram that only will be awarded as a direct cash payment.
No options will be granted in 2015. The guidelines are
found in Note 9 to the 2013 Financial Statements.
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Options program - 2014

For 2014, the Board has decided to grant stock options to senior
executives as a form of performance based compensation. In
exchange, the executive team will not receive an annual perfor-
mance bonus paid in cash for their work during 2014.

The options were granted on February 18, 2014. The options
vest after one year if the executive has not resigned his posi-
tion at the vesting date, and expire after three years. The op-
tions were granted at a strike price of NOK 38.43. On the ex-
ercise date, Nordic can determine whether they wish to settle
the options contract in cash or through the issue of shares. If
the Company’s share price exceeds a cap of NOK 150.00, the
Company may settle the option grant by compensating the em-
ployee the difference between the cap and the strike price.

The Company has granted executives and employee Board
members the following options according to the terms stated
above:

Svenn-Tore Larsen, CEO 575000 stock options
Geir Langeland, Sales Director 350 000 stock options
Svein Egil Nielsen, CTO 350000 stock options
Ebbe Rgmcke, Quality Director 200000 stock options
Ole Fredrik Morken, Supply Chain Director 125 000 stock options
Markus Bakke Hjertg, Board member 20000 stock options
Joakim Ferm, Board member 20000 stock options
Anne Strand, Board member 20 000 stock options
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7

Note 11: Fixed assets

All figures in USD 1000.

Office Computer Fixture

and lab equipment and
2014 equipment and machinery fittings Property Total
Acquisition cost
Opening balance 2974 17 290 709 333 21307
Additions 999 3275 304 4578
Sale / disposal of assets
Acquisition cost as of 31.12 3973 20566 1013 333 25884
Accumulated depreciation
Opening balance 2102 10 698 459 13 259
Depreciation expenses 527 3039 114 3679
Sale / disposal of assets
Accumulated depreciation as of 31.12 2629 13736 573 0 16938
Net carrying value as of 31.12 1344 6829 440 333 8 946

Office Computer Fixture

and lab equipment and
2013 equipment and machinery fittings Property Total
Acquisition cost
Opening balance 2553 11 742 488 333 15116
Additions 422 5548 220 6190
Sale / disposal of assets
Acquisition cost as of 31.12 2974 17 290 709 333 21306
Accumulated depreciation
Opening balance 1662 8 422 416 10 500
Depreciation expenses 440 2276 42 2759
Sale / disposal of assets
Accumulated depreciation as of 31.12 2102 10 698 459 0 13259
Net carrying value as of 31.12 872 6592 249 333 8 047
Estimated useful life 3-5years 3 -4years 5years
Depreciation method Straight-line Straight-line Straight-line Not depreciated
Annual lease of non-recognized capital assets 0 32 0 0

Total depreciation expenses consist of depreciation of fixed assets and depreciation of intangible assets (note 12).

Non-depreciable real property assets:
The Parent company has an apartment in Trondheim for

Leased equipment

use by employees in the Oslo office while in Trondheim.

The apartmentis assessed at acquisition cost. The resid-
ual value is expected to be at least equal to the entered

value.

Scrapped capital assets

All capital assets that are ready to be scrapped have

Write-offs
There are no indicators that assets need to be written off.

Change in depreciation periods
There has been no basis for changing depreciation peri-

been fully depreciated and have no residual book value.

Capital assets temporarily out of operation

The Group has no capital assets that are temporarily out

of operation.

NORDIC SEMICONDUCTOR ANNUAL REPORT / 2014
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7

Note 12: Intangible assets

All figures in USD 1000.

Purchased Capitalized
2014 Software Development costs Total
Acquisition cost
Opening balance 8859 17 705 26 564
Additions 1854 1802 3656
Sale / disposal of assets
Accumulated cost as of 12.31 10713 19 507 30 220
Accumulated depreciation
Opening balance 5407 10 206 15 614
Depreciation expenses 821 2372 3193
Sale / disposal of assets
Total accumulated depreciation as of 12.31 6228 12579 18 807
Net carrying amount 4 485 6928 11413
Non-capitalized R&D expenses:
Personnel expenses 23 284 23 284
Other operating expenses 7709 7709
Total cost recognized in income statement 30993 30993
Total expenses for R&D 32796 32796
Purchased Capitalized
2013 Software Development costs Total
Acquisition cost
Opening balance 6592 12 295 18 888
Additions 2267 5410 7676
Sale / disposal of assets
Accumulated cost as of 12.31 8859 17 705 26564
Accumulated depreciation
Opening balance 4 746 8825 13571
Depreciation expenses 661 1382 2043
Sale / disposal of assets
Total accumulated depreciation as of 12.31 5407 10 206 15 614
Net carrying amount 3 451 7 498 10 950
Fully depreciated fixed assets, which are still in use 336 7156
Non-capitalized R&D expenses:
Personnel expenses 10 629 10 629
Other operating expenses 4216 4216
Total cost recognized in income statement 14 845 14 845
Total expenses for R&D 20 255 20 255

Total depreciation expenses consist of depreciation of intangible assets and depreciation of fixed assets (note 11).

Economic lifetime
Depreciation plan
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Note 13: Accounts Receivable

All figures in USD 1000.

2014 2013
Gross receivables 39 288 30049
Provision for doubtful accounts 0 -2
Accounts Receivable, net 39 288 30 047

Note 14: Cash and cash equivalents

All figures in USD 1000.

Cash and cash equivalents as of the balance sheet date were as follows:

2014 2013
Cash holdings 29 960 16 428
Tax deduction account (restricted funds) 852 869
Short-term investments (money market fund) 3268 8785
Cash and cash equivalents in consolidated statement of financial position 34080 26 082
Cash and cash equivalents in consolidated statement of cash flows 34080 26 082

Note 15: Share capital and shareholder information
All figures in USD 1000.

Share capital

The share capitalin Nordic Semiconductor as of December 31, 2014 consists of one share class with a total of 163,440,600
shares with a face value of NOK 0.01, with a total share capital of NOK 1,634,406. Each share grants the same rights in the
company, and in the event of any increase in capital existing shareholders have pre-emptive rights for any new shares.

During the year the following changes have been made in the number of shares, share capital and share premium:

Number of shares Share capital Treasury shares Share premium
2014 2013 2014 2013 2014 2013 2014 2013
Ordinary shares, issued and paid
Holdings as of 1.1 163 440 600 168 440 600 283 283 -4 -2 14253 14253
Purchase of treasury shares -2 -2
Sale of treasury shares 4
Holdings as of 31.12 163 440 600 163 440 600 283 283 -2 -4 14253 14253

Dividend
No dividend was paid during 2013 or 2014.

Authority to issue shares

The Board of the Parent company, based on a resolution from the annual general meeting on April 10, 2014, has the
authority to increase the company’s share capital by issuing up to 16,300,000 shares with a par value of NOK 163,000.
The shareholders’ pre-emptive right may be waived according to the Norwegian Private Limited Companies Act §10-4.
This authority is valid until the company’s annual general meeting in 2015, and by June 30, 2015 the latest. The resolu-
tion covers the issue of shares in connection with a merger.

Treasury shares

The Company owned 1,200,000 treasury shares on December 31, 2014. During 2013, the Company purchased 980,000
treasury shares through brokers at an average price of NOK 15,22. During 2014, the Company purchased an additional
999,360 treasury shares through brokers at an average price of NOK 31,47. In 2014 the company sold 2,190,366 shares
as a part of the employee option program. Based on a resolution of the annual general meeting of April 10, 2014, the
Board has authority to purchase the company’s own shares with a limit of a face value of NOK 163,000 through one or
more transactions. This authority is limited to 9.97% of the company’s share capital, and the price per share that the
company may pay for shares shall not be lower than the face value and not higher than NOK 200. This authority applies
until the company’s regular general meeting in 2015, and by June 30, 2015 the latest.
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Stock Option Grant

On February 18, 2014, the Board approved a grant of 5,843,712 share options to employees. The options vest after one
year if the employee is in an unresigned position at the vesting date, and expire after three years. The options were
granted at a strike price of NOK 38.43. On the exercise date, Nordic can determine whether they wish to settle the options
contract in cash or through the issue of shares. If the company’s share price exceeds a cap of NOK 150.00, the company
may settle the option grant by compensating the employee the difference between the cap and the strike price.

No new grant has been approved for 2015, new evaluation will be made for 2016.

Shareholder overview
The largest shareholders in Nordic Semiconductor ASA were as follows as of December 31, 2014:

Shareholder Shares Percentage
Accelerator Ltd 17 332 950 10.61%
Folketrygdfondet 14290 837 8.74%
Tore Engebretsen 6587500 4.03%
Alden AS 4500000 2.75%
Verdipapirfondet DNB Norge (IV) 4 403 208 2.69%
Skandinaviska Enskilda Banken 4000000 2.45%
Goldman Sachs Int. Equity 3989 205 2.44L%
Statoil Pensjon 3805 754 2.33%
KLP Aksje Norge VPF 3598422 2.20%
Svenska Handelsbanken AB 3130000 1.92%
MP Pensjon PK 3049 460 1.87%
DNB NOR BANK ASA 2631585 1.61%
INAK 3 AS 2500000 1.53%
Kommunal Landspensjonskasse 2286297 1.39%
Torstein Tvenge 2000000 1.22%
Arne Blystad 2000000 1.22%
JPMorgan Chase Bank, N.A 1834389 1.12%
TTC Invest AS 1750000 1.07%
Scan Chemicals AS 1690000 1.03%
State Street Bank and Trust Co. 1594139 0.98%
Total for the 20 largest shareholders 86 955 746 53.20%
Other shareholders 76 484 854 46.80%
Total shares outstanding 163 440 600 100.00%

Shares held by the Board of directors and Executive manage-
ment were as follows as of December 31, 2014.

Name Shares
Board of directors

Terje Rogne 1250000
Anne Cecilie Fagerlie 0
Karsten Ronner 30000
Arnhild Schia 0
Tore Valderhaug 0
Joakim Ferm 0
Markus Bakka Hjertg 0
Anne Strand 7 160
Management

Svenn-Tore Larsen 2 640 400
Pal Elstad 0
Geir Langeland 177 700
Svein Egil Nielsen 15000
Ebbe Rgmcke 58 900
Ole Fredrik Morken 140 000
Total 4319 160
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Note 16: Pensions and other long-term employee benefits

The pension liability for the company consists of liability in Norway, The Phillipines and in Finland

The company has set up a pension plan for the Philippine office as of January 2014. The retirement plan is non-contrib-
utory and of the defined benefit type which provides a retirement benefit eaqual to 100% of plan salary for every year
credited service. At the end of 2014 the pension liability was USD 73.000.

For the Company in Finland pensions are financed by contributions from the insured employees and employers.

The Norwegian company in the Group is required to have mandatory employment pension for Norwegian employees,
according to the Mandatory Employment Pension Act. As of January 1, 2008, the Company has chosen to have both a de-
fined benefit and a defined contribution pension plan. Both pension plans satisfy the requirements of the law. Individual
employees hired before January 1, 2008, could choose between retaining the original defined benefit pension plan, or
moving to a defined contribution pension plan. All new employees after January 1, 2008 automatically enter the defined
contribution pension plan. The two different types of pensions are described below:

Some employees in Norway have a defined benefit pension plan. The employee will receive 66% of salary based on 30
years of employment at the company. The plan includes disability pension. As of December 31, 2014 the plan had 65
members. The pension fund is managed by DNB Life Insurance ASA. At the end of 2014 the value of the pension fund
was USD 8,520,000. The below table is for the defined benefit pension plan for Norwegian employees.

The portfolio was invested as follows:

2014 2013
Equities 7.2% 6.8%
Alternative investments 4.0% 3.5%
Bonds 15.3% 17.0%
Money market 23.5% 22.0%
Bonds held to maturity 32.6% 35.2%
Property 14.2% 14.3%
Other 3.3% 1.1%
Total 100% 100%
Pension expense for the year was calculated as follows:

2014 2013
Current service cost 934 963
Interest expense 575 548
Expected return on plan assets -305 -296
Administration fee 13 14
Total pension expense excl. social security tax 1216 1229
Social security tax 172 173
Total pension expense incl. social security tax 1388 1402
Net pension obligation for the year was calculated as follows:

2014 2013
Pension obligations 18 534 17 444
Plan assets 8520 8 601
Estimated net pension obligations -10 014 -8 843
Social security tax -1338 -1 247
Total actual net obligation incl. social security tax -11 352 -10 090
Movement in pension obligations:

2014 2013
Net pension obligation 1.1 17 bbb 14982
Current service cost 892 985
Interest expense 613 610
Actuarial gain / loss 2735 931
Pension payments -75 -75
Currency effect of translation to USD -3 074 12
Pension obligation 12.31 18 534 17 444
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Movement in pension assets:

2014 2013
Pension assets 1.1 7085 7 648
Expected return on plan assets 304 315
Actuarial gain / loss 87 -203
Administration fee -13 -15
Employer contribution 1132 932
Pension payment -76 -75
Pension assets 31.12. 8520 8601
Other Comprehensive Income from Actuarial gains / losses:

2014 2013
Remeasurements loss (gain) - change in discount rate 5355 (365)
Remeasurements loss (gain) - change in other financial assumptions (2143) 745
Remeasurements loss (gain) - change in mortality table 848
Remeasurements loss (gain) - change in other financial assumption assets 141 -
Remeasurements loss (gain) - experience DBO (124) (238)
Remeasurements loss (gain) - experience Assets (318) 21
Investment management cost 21 21
0Cl losses [(gains) during period 3001 1292

The following assumptions have been used as a basis for the calculation of pension expense and net pension obligation:

2014 2013
Discount rate 2.30% 4.00%
Expected return on plan assets 2.30% 4.00%
Expected future salary increase 2.75% 3.75%
Expected future increase in base amount 2.50% 3.50%
Expected future increase in pensions 2.50% 3.50%
Average turnover 2.20% 2.20%

In the insurance company, risk of death and disability is distributed among all the insurance customers, and therefore this is
the relevant indicator for future disability and life expectancy. Risk tables for death [mortality table K2013 ) and disability are
based on general tables in Norway updated with historic data from the population of the insurance company. This data involves
an adjustment of available tables in the form of increased life expectancy and increased probability of disability. The average
life expectancy for all age groups in the tables is 86 years for men and 89 years for women. Extracts from the tables are shown
below. The table shows life expectancy and probably for disability and death respectively within one year for various age groups.

Remaining life expectancy Probability of death

Age Men Women Age Men Women
20 68.6 72.4 20 0.02% 0.01%
40 47.0 50.6 40 0.06% 0.04%
60 26.0 29.4 60 0.46% 0.31%
80 9.3 11.6 80 4.45% 3.18%

The average duration for the defined benefit obligation at the end of the reporting period is 16,54 years (17.27in 2013)
Expected contribution to the planin 2014 is: USD 1,166,000

Sensitivity in the pension liability calculation when the assumptions are changed: The table below is giving an estimate
of potential effects of changes to certain assumptions for defined benefit schemes in Norway. Other assumptions are
not considered to be significant. The estimates are based on facts and circumstances as of 31.12.2014. Actual results
may deviate significantly from these estimates.

Discount rate Wage growth in % Life expectancy
0.5% 2560 1% -2 242 +Tyear -1042
-0.5 -2 973 -1% 2 255 -1 year 926

Defined contribution pension:

Some employees in Norway have a defined contribution pension plan. The main benefit is a contribution of 5% of salary
between 1 and 6 basis points and 8% of salary between 6 and 12 basis points. Along with this the company has a disabil-
ity pension of approximately 66% of salary including estimated social security based on 30 years of full employment. In
2014, the cost of the defined contribution pension was USD 671,000. As of December 31, 2014 the plan had 158 members.
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Note 17: Stock options

All figures in USD 1000.

Nordic Semiconductor implemented a stock option program for employees on February 18, 2013, which was continued
for 2014.

For several years prior to 2013, Nordic Semiconductor ASA provided all employees with performance-based compensa-
tion through an annual cash bonus tied to the achievement of targets for group revenue and operating profits for the year.

On February 18, 2014, Nordic Semiconductor granted 5,843,712 share options to 177 employees. The options are exer-
cisable after one year, and expire after three years. The options were granted at a strike price of NOK 38.43 If the com-
pany’s share price exceeds a cap of NOK 150.00 the company may settle the option grant by compensating the employee
the difference between the cap and the strike price.

AlL 2013 options are setteled trough exercise in February 2014, and cash settlement of remaining options in April 2014 due
to share price reaching the cap of NOK 37.00. The exercise in February where setteled by sale of company shares.

A summary of share option transactions during 2014 is below.

2014 2013
Outstanding options 1.1 3940 470 0
Options granted 5843712 3960470
Options forfeited -411 467 -20 000
Options exercised 3940470 0
Options expired 0 0
Outstanding options 31.12 5432 245 3 940 470
Of which exercisable 0 0

The fair value of the options is set on the grant date and expensed over the vesting period. USD 4,761,000 was ex-
pensed during 2014. The recognised share option programme liability is related to social security tax USD 864,000 as
of 31.12.14. for the parent company only.

The fair value of options granted in 2014 was NOK 6.15 per option, according to the Black & Scholes option-pricing model.
The Black & Scholes valuation of the option program was conducted by an independent advisory company.

The calculations are based on the following assumptions:

Share price on the grant date
The share price is set to the value weighted average price of shares traded on the grant date, which was USD NOK 34.94
on the date of grant in 2014.

Strike price
The strike price is the share price on the grant date * 110%.

Cap price

The cap price onthe options granted is NOK 150. At this price, the company may settle the option grant by compensating
the employee the difference between the cap and the strike price. When calculating the value of the stock option, the
value of the cap is calculated through the Black Scholes model, and deducted from the uncapped value of the option to
the employee.

Volatility
It is assumed that historic volatility is an indication of future volatility. The expected volatility is therefore stipulated to
be the same as the historic volatility, which equalled 36.17% on the date of grant in 2014.

Average option term
The options are expected to have an average term of 2 years (between the minimum vesting period of one year and the maxi-
mum exercise period of three years).

Dividend
The company does not forecast a dividend payout in the Black-Scholes model.

Risk-free interest rate

The risk-free interest rate is set equal to the relevant interest rate on government bonds on the date of grant in 2014,
i.e. 1.54 %.
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Note 18: Current liabilities

All figures in USD 1000.

2014 2013
Accounts payable 12 929 6261
Taxes payable 6690 4822
Social security tax 2263 2 405
Holiday pay 2225 2380
Allocation ship and debit 2936 2340
Accrued expenses 3516 3290
Total Current liabilities 30559 21498

Note 19: Leases

All figures in USD 1000.

Operating leases:
The company has several operating leases for machinery and office space.

The lease expenses consist of the following:

2014 2013
Office lease 1639 1500
Lease of machinery 32 32
Total lease expense 1671 1532

As of December 31, 2014, the Group leased offices in Trondheim, Oslo, Hong Kong, Seoul, Tokyo, Manila, Taiwan,
Krakow, Oulu and San Jose, California (USA). The lease amounts are fixed with index regulation based on Statistics

Norway's consumer price index.

Future minimum payments for non-cancellable leases are as follows:
Within 1 year

1to Syears

After 5years
Total non-cancellable leases
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Note 20: Financial instruments

All figures in USD 1000.

Capital structure

Nordic Semiconductor’s strategy relating to its capital structure is to maintain sufficient cash and cash equivalents to
meet the Group’s requirements for ongoing operations and for new investments. Management believes that it is es-
pecially important for a relatively small company to retain a strong credit rating and significant liquidity as the Group
competes in a global market against larger companies.

Nordic Semiconductor manages its capital structure and makes revisions in light of changes in the overall economy
and its operating assumptions. In order to maintain or amend the capital structure, the company may purchase its own
shares on the market, pay dividends to shareholders, pay back capital to shareholders orissue new shares. No changes
were made in procedures or processes in the course of 2014.

Nordic Semiconductor manages its capital structure based on an equity ratio. This relationship is calculated as total
equity divided by total assets. In this phase of the company’s development, the goal is to keep the equity ratio above 50%.

2014 2013
Total equity 88 522 72 244
Total assets 130 537 103 832
Equity share 68% 70%

The Group has a credit agreement with a bank, which makes it possible to borrow up to MUSD 20 at any time with an
interest rate equal to LIBOR + 1.15%. The line of credit agreement expires in October 2015. As of December 31, 2014, the
company has not drawn on the line of credit. The security is provided by inventory, receivables and operating equipment
with book values as follows: inventories USD 27 910 000, accounts receivable USD 39 288 000 and operating equipment
USD 8 172 000. The remainder of the company’s financing is made through short-term, non-interest-bearing debt. This
financing typically consists of debt to suppliers, the public sector, employees or others.

Classification of financial assets and liabilities 2014:

Fair value Amortized cost Total

Money market Receivables and Other financial

fund loans obligations
Cash and cash equivalents 3268 30812 34080
Receivables and other short-term receivables 39 288 39 288
Long-term receivables 281 281
Total financial assets 3268 70 381 73 649
Accounts payable and other short-term debt 30559 30559
Total financial liabilities 30559 30 559

Classification of financial assets and liabilities 2013:

Fair value Amortized cost Total

Money market Receivables and Other financial

fund loans obligations
Cash and cash equivalents 8 785 17 297 26 082
Receivables and other short-term receivables 30047 30 047
Long-term receivables 759 759
Total financial assets 8785 48 103 56 888
Accounts payable and other short-term debt 21498 21 498
Total financial liabilities 21 498 21 498

Cash equivalents at fair value are assets held as short-term deposits in interest-bearing funds invested within high-
quality issuers, with floating earnings and no set maturity date (Valuation category 1, prices in active markets for identi-
cal assets or liabilities).

Financial risk

As Nordic Semiconductor manages an international operation, the company is subject to financial risk, primarily credit
risk and foreign currency risk. Procedures for control of financial risk have been adopted by the Board and are carried
out by its finance department.
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(i) Credit risk

The company’s sale of components takes place through its distribution partners within defined geographic regions.
The number of invoice recipients is thereby significantly lower than the end customer base, which increases the
credit risk on customer receivables. In order to manage credit risk, the company has established guidelines to en-
sure that each customer’s outstanding receivables do not exceed established credit limits and that sales are only
made to customers who have not had significant problems with previous payments. Although the credit risk exists,
in the event of the bankruptcy of a distribution partner, end customer demand will be unchanged and a new distri-
bution channel will have to be established. In 2014, 30% of revenues went through the largest distribution partner,
compared to 47% in 2013.

Age distribution of customer receivables was:

2014 2013
Gross total Provision for Gross total Provision for
doubtful accounts doubtful accounts
Not due 38 169 29 215
Past due 0-30 days 872 789
Past due 31-120 days 246 135
Over 120 days 1 1 2
Total 39 288 30 140 2

Based on its experience, it is not deemed necessary for the company to make a provision for accounts receivable that
are not due (97% of receivables]. Receivables to which interest applies are set aside in their entirety, as these receiv-
ables are generally difficult to collect. For the remaining receivables, loss provisions have been estimated based on the
age of the receivables and the customer’s payment history.

2014 2013
January 1 2 22
Change in estimated loss provision -2 -20
December 31 0 2

The book value of financial assets represents the maximum credit exposure. The maximum exposure to credit risk on
the balance sheet date was:

2014 2013
Accounts receivable and other short-term receivables 42 545 32750
Cash and cash equivalents 34080 26 082
Total 76 625 58 832

(i) Liquidity risk

Overall, the group seeks to minimize risk when investing its cash balance. Investments can only be made in securi-
ties which have been approved by the Board. As of December 31, 2014, the Group had invested USD 3 268 thousand as
short-term deposits in money market funds with a broad distribution of high-quality issuers, floating earnings and no
set maturity. An additional USD 30 812 thousand was deposited in the bank.

The Group has no externally imposed capital requirements or agreements, and has no contracts or legal requirements
which are not being upheld. The Group has the following due dates with regard to contracts for financial obligations as
of December 31, 2014:

Entered Contractual 0-3 3-6 6-12 1-2 2-5
amount cash flow months months months years years
Supplier debt and other short-term debt 30 559 30559 21881 8678
Other contractual obligations 0 4030 313 313 626 1225 1553
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(i) Interest rate risk

The Group’s liquidity requirements and risk assessment determine its investment strategy and interest rate exposure.
The Group’s policy is to maintain a short-term investment horizon for its surplus cash. The investment portfolio should
not have an average duration longer than six (6] months.

The Group has a line of credit agreement with its bank, which allows it to borrow up to MUSD 20 at an interest rate of
LIBOR + 1.15%. The line of credit agreement expires in October 2015.

(iv) Foreign currency risk

The company is subject to foreign currency risk as it has its development and commercial activities in different coun-
tries. Nearly all revenues and cost of goods are in USD, while approximately 85% of the company’s operating expenses
excluding depreciation are in NOK. The company does not hedge its exposure to foreign currency risk.

The table below shows sales in the most significant currencies:

2014 2013
Local USD (1000) Share of total Local USD (1000) Share of total
currency revenues in % currency revenues in %
uUsD 164 794 164 794 98,7% 122 823 122 823 98.5%
EUR 1673 2235 1.3% 1435 1915 1.5%
Total 167 029 100.0% 124 390 100.0%

Below is a sensitivity analysis of changes in the NOK exchange rate on balance sheet items, and their impact on Profit
before tax:

Profit before tax
NOK exchange rate +/- 10% 3450

(v) Determination of fair value

As of December 31, 2014 the company had no financial assets where there is considered to be a difference between
book value and fair value. The following financial instruments are not recognized at fair value: customer receivables
and other short-term receivables.

The book value of Money market fund is approximately equal to fair market value, as it has ultra-short collection cycle
with low inherent risk.

Below is an overview of the Group’s financial instruments:

2014 2013

Book value Fair market value Book value Fair market value
Financial assets
Cash and bank deposits 30812 30812 17 297 17 297
Money market fund 3268 3268 8785 8785
Accounts receivable 39 288 39 288 30047 30 047
Financial liabilities
Accounts payable 12 929 12 929 6261 6261
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Note 21: Events after the balance sheet date

On February 18, 2015, employees of the Group exercised 1,307,575 stock options in Nordic Semiconductor ASA which
had been granted during 2014. The closing share price on the exercise date was NOK 52.00, which was below the cap
on the share options of NOK 150.00.

Otherwise, no events have occurred since the end of the fiscal year which are expected to materially affect the financial
statements.

Note 22: Related party transactions

The Group has the following related parties:
Management: See note 10, where the members of the Board and management group are listed.

Nordic Semiconductor Inc.: Internal Group transactions between Nordic Semiconductor ASA and its Nordic
Semiconductor Inc. subsidiary consist of marketing and sales promotion which the subsidiary conducts on behalf of
the Parent Company, as well as management, administration and accounting which the Parent Company undertakes on
behalf of the subsidiary. These transactions are made on normal business terms.

Nordic Semiconductor Poland Sp. z 0.0. Established at the end of 2013. Internal Group transactions between Nordic
Semiconductor ASA and Nordic Semiconductor Poland Sp. z 0.0. Subsidiary consists of R&D development on behalf of

the Parent Company. These transactions are made on normal business terms.

Nordic Semiconductor Finland OY, Established at the end of 2014 and will start its activities in 2015. The purpose of the
subsidiary is to perform R&D activities on behalf of the parent company.
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Nordic Semiconductor ASA

Income statement
for the year ended 31 December 2014

Amount in USD 1000 Note 2014 2013
Total Revenue 3 167 221 124 745
Cost of materials 4 -82 101 -61 840
Direct project costs -188 -1 006
Gross profit 84 932 61899
Payroll expenses 8/9/11/15 -36 214 -27 336
Other operating expenses 5/11/18 -19 308 -16 264
Depreciation 10/11 -6 854 -4793
Operating profit 22557 13506
Financial income 6/19 259 323
Financial expenses 6/19 -33 7
Net foreign exchange gains (losses) 6/19 1663 266
Profit before tax 24 446 14102
Income tax expense 7 -5924 -4 568
Net profit after tax 18 522 9534
Attributable to

Equity holders of the parent 18522 9 534
Earnings per share

Ordinary earnings per share (USD) 01 0,06
Fully diluted earnings per share (USD] 0,1 0,06
Comprehensive Income 2014 2013
Net profit after tax 18 522 9534

Other comprehensive income not to be reclassified to profit or loss in subsequent periods:

Actuarial gains (losses) on defined benefit plans (before tax) -3001 -1292
Income Tax effect 810 349
Total Comprehensive Income 16 331 8590
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Statement of financial position
as of 31 December 2014

Amount in USD 1000 Note 2014 2013
ASSETS
Non-current assets
Capitalized development expenses i 6928 7 498
Software and other intangible assets 1 4 484 3451
Deferred tax assets 7 5363 3077
Property assets 10 773 583
Equipment 10/18 8126 7 447
Shares in subsidiary 1 10 7
Other long term assets 9 281 759
Total non-current assets 25964 22 822
Current assets
Inventory 4119 27910 22167
Accounts receivable 12/19 39 288 30047
Other short-term receivables 3623 2753
Cash and cash equivalents 13/19 33527 25836
Total current assets 104 348 80802
TOTAL ASSETS 130 312 103 625
EQUITY
Share capital 14 283 283
Treasury shares 14 -2 -4
Share Premium 14 14 253 14 253
Other paid in capital 535 1703
Retained earnings 72 969 55656
TOTAL EQUITY 88 039 71 891
LIABILITIES
Non-current assets
Pension liability 15 11 426 10090
Total non-current liabilities 11426 10090
Current liabilities
Accounts payable 17/19 12 907 6261
Income taxes payable 7 6677 4806
Public duties 17 2 204 2 405
Other short-term debt 17 9058 8172
Total current liabilities 30 847 21 644
TOTAL LIABILITIES 42273 31734
TOTAL EQUITY AND LIABILITY 130 312 103 625
Oslo, 17 March 2015
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Nordic Semiconductor ASA

Consolidated statement of changes in equity

for the year ended 31 December 2014

Share  Treasury Share Other paid Retained Total
Amount in USD 1000 capital shares premium incapital earnings equity
Equity as of 01.01.2013 283 -2 14 253 51034 65568
Net profit for the period 9534 9 534
Share based compensation 1703 1703
Actuarial gain/loss recognised in quity -943 -943
Purchase of treasury shares -2 -3970 -3972
Equity as of 31.12.2013 283 -4 14 253 1703 55 656 71891
Net profit for the period 18522 18 522
Actuarial gain/loss recognised in equity -2191 -2191
Purchase of treasury shares -2 -5168 -5170
Sale of treasury shares 4 6150 6154
Share based compensation 4642 4 642
Cash settlement of options contract -5810 -5810
Equity as of 31.12.2014 283 -2 14 253 535 72 969 88038
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Nordic Semiconductor ASA

Consolidated statement of cash flows
for the year ended 31 December 2014

Amount in USD 1000 Note 2014 2013
Cash flows from operating activities

Profit before tax 24 446 14102
Taxes paid for the period 7 -5037 -7 041
Depreciation 10/11 6854 4793
Change in inventories, trade receivables and payables 4/12/17/19 -8338 -10 617
Share-based compensation 4574 2635
Movement in pensions 15 -3 141 -566
Other operations related adjustments 1251 135
Net cash flows from operating activities 20 609 3439
Cash flows from investing activities

Capital expenditures (including software) 10/11 -6 290 -8 453
Capitalized development expenses 1 -1802 -5410
Net cash flows from investing activities -8093 -13 863
Cash flows from financing activities

Purchase of treasury stock 14 -5170 -3 970
Sale of treasury stock 14 6154

Repayment short-term loan 19 -5810

Net cash flows from financing activities -4 825 -3970
Net change in cash and cash equivalents 7 691 -14 394
Cash and cash equivalents as of 1.1. 25836 40230
Cash and cash equivalents as of 31.12. 13/19 33527 25836
Cash and cash equivalents as of 31.12. which is restricted cash 852 869
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Note 1 General

Nordic Semiconductor ASA is a public limited company
whose shares are listed on the Oslo Stock Exchange.
The company’s head office is located at Otto Nielsens
vei 12, 7052 Trondheim, Norway. The company has three
wholly-owned subsidiaries, Nordic Semiconductor Inc.,
Nordic Semiconductor Poland Sp. z o.0. and Nordic
Semiconductor Finland OY.

Nordic Semiconductor develops and sells integrated
circuits and related solutions for short-range wireless
communication. The company specializes in ultra-low
power (ULP) components, based on its proprietary 2.4
GHz and Bluetooth Smart technology.

The financial accounts were approved for publication
by the Board of Directors on March 17, 2015, and will be
presented for approval at the Annual General Meeting on
April 17, 2015.

Note 2 Accounting Principles

2.1 Basis for preparation

The financial accounts for Nordic Semiconductor ASA
are prepared in accordance with International Financial
Reporting Standards (IFRS) as established by the EU.

As the company has USD as its functional currency, the
financial accounts are presented in USD, rounded off to
the nearest thousand, if nothing else is noted. As a result
of rounding off differences, it is possible that amounts
and percent does not add up to the total.

The financial accounts are based on the principles of his-
toric cost accounting, with the exception of the following
asset:

Financial instruments (money market fund) are mea-
sured at fair value, with changes in value recognized on
the income statement.

Basis of consolidation:

A subsidiary is a company in which the Group has control
over financial and operating activity. Control is normally
achieved when the Group owns - directly or indirectly -
more than 50% of the shares in the company. Such com-
panies are included in the Group financial statements
from the date at which the Group obtains control over the
company and until the date that such control ceases.

All intra-group balances, income and expenses, and
unrealized gains and losses are eliminated in full. The
financial statements in the subsidiaries are prepared
using consistent accounting policies as the parent com-
pany, for the same reporting period.

2.2 Significant accounting judgements, estimates and
assumptions

The preparation of financial accounts in accordance with
IFRS requires that management use assessments, esti-
mates and assumptions thatinfluence the amountreport-
ed in the financial statements and notes. Management
bases its estimates and assessments on previous expe-
rience and on various other factors deemed to be rea-
sonable and sensible given the specific circumstances.
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These assessments form the basis for evaluating the ac-
counting value of assets and obligations which would not
be possible based on other available sources. The actual
earnings may differ from these estimates. The main ar-
eas of uncertainty for assessments and estimates on the
balance sheet date, which represent a risk for creating
significant changes to the value of assets and liabilities
recorded in the accounts for the following financial year,
are discussed below.

Revenue recognition
Revenue recognition principles are described in section
2.11.

Management has made an estimate of future credits to
be given to distributors based on components sold in
2014 and 2013, if the following scenarios are met:

If a distributor sells components to specified customer
accounts, the distributor will receive an additional dis-
count after the sale is made, Ship & Debit. An estimate
for this discount is provided in the accounts, reducing the
revenue and increasing the current liabilities. See Note
2.12 for futher details.

If the distributor’s pricing to specific end customer ac-
counts changes according to a previous agreement with
Nordic Semiconductor, the distributor will receive a price
protection credit based on the difference between the old
and new price.

In certain cases, distributors have the right to exchange
inventory with Nordic Semiconductor. Stock rotation pro-
visions are made for this if necessary.

Estimates are continually reassessed based on changes
in the underlying assumptions. Changes in accounting
estimates are recognized in the period in which such
changes occur. If such changes also apply to future peri-
ods, the effect is distributed between current and future
periods.

Pensions

The costs of the defined benefit pension plan are deter-
mined upon actuarial calculations. Actuarial calcula-
tions are based on expectations regarding the discount
rate, expected return on pension funds, future increases
in wages/salaries, annual adjustment in the national in-
surance base rate, annual adjustment of pensions, aver-
age turnover and death rates. Based on the natural long-
term nature of these obligations, such estimates entail a
large degree of uncertainty. Net interest cost consists of
interest on the liability and the return on the plan assets,
whereas both have been calculated by using the discount
rate. Changes in net pension liabilities as a result of pay-
ments of premiums and pension payments have been
taken into consideration. The difference between the ac-
tual return and the accounted return is recognised con-
tinuously through other comprehensive income.

Further details are provided in note 16. The book value

of pension obligations as of December 31, 2014 and 2013
was USD 11,455,000 and USD 10,090,000 respectively.
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Share based payments

Nordic Semiconductor implemented a stock option pro-
gram for employees on February 18, 2013. For several
years prior to 2013, Nordic Semiconductor ASA provided
all employees with performance-based compensation
through an annual cash bonus tied to the achievement of
targets for group revenue and operating profits for the
year. The Board implemented a change to this program in
2013, which enabled performance-based compensation
to be awarded through a stock option grant as an alter-
native to the existing cash bonus program. This program
was continued in 2014

The group measures the cost of share based payments
at the date which they are granted. The fair value of op-
tions granted in 2014 was USD 0.5 (NOK 3.00) per option,
according to the Black & Scholes option-pricing model.
The Black & Scholes valuation of the option program
was conducted by an independent advisory company. See
Note 17

Development costs:

Development costs are capitalized in accordance with
the principles in Note 2.9. In order to determine the
amount to be capitalized, it is necessary for management
to make assumptions regarding expected future cash
flow, discount rates and the expected period of benefits.
Capitalized development costs are subject to amortiza-
tion on a straight-line basis over the period of expected
future benefit, normally 3-5 years. Uncertainty exists
with respect to the estimated period of expected future
benefit, as this depends on the future technological de-
velopment in the market. The carrying amount of capi-
talized development costs as of December 31, 2014 and
2013 was USD 6,928,000 and USD 7,498,000 respectively.

Estimates are continually reassessed based on changes
in the underlying premises. Changes in accounting esti-
mates are recognized in the period in which such chang-
esoccur. If such changes also apply to future periods, the
effect is distributed between current and future periods.

2.3 Changes in accounting principles

IFRS 10 replaced the portion of IAS 27 Consolidated and
Separate Financial Statements that addresses the ac-
counting for consolidated financial statements. IFRS 10
establishes a single control model that applies to all en-
tities. The changes introduced by IFRS 10 requires man-
agement to exercise significant judgment to determine
which entities are controlled, and therefore are required
to be consolidated by a parent, compared with the re-
quirements that were in IAS 27. In the standard an inves-
tor controls an investee when it is exposed, or has rights,
to variable returns from its involvement with the invest-
ee and has the ability to affect those returns through its
power over the investee. The standard did not have any
significant effect for the Group

IFRS 12 includes all of the disclosures that were previ-
ously in IAS 27 related to consolidated financial state-
ments, as well as all of the disclosures that were pre-
viously included in IAS 31 Interests in Joint Ventures
and IAS 28 Investment in Associates. These disclosures
relate to an entity’s interests in subsidiaries, joint ar-
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rangements, associates and unconsolidated structured
entities. Anumber of new disclosures are also required.
One of the most significant changes introduced by IFRS
12 is that an entity is now required to disclose the judg-
ments made to determine whether it controls another
entity. The new disclosures will assist the users of the
financial statements to make their own assessment of
the financial impact in cases were management were
to reach a different conclusion regarding consolidation
— by providing more information about unconsolidated
entities. The standard did not have any significant effect
for the Group.

2.4 Foreign currency

The Company presents its financial statements in
USD, which is also the company’s functional currency.
Transactions in currency other than USD, are converted
at the exchange rate at the date of the transaction. Any
exchange gains or losses arising as a result of changes
in the exchange rate between the time of the transaction
and the time of payment are recognized in the income
statement.

2.5 Cash and cash equivalents

Cash includes cash balances and bank deposits. Cash
equivalents are short-term liquid investments which do
not involve significant risk factors and are convertible
into a known amount of cash within three months.

2.6 Accounts receivable

Accounts receivable are valued at amortized cost, less
impairment. Losses arising from impairment are recog-
nized in the income statement.

2.7 Inventory

Inventory, components and components under produc-
tion are valued at the lower of cost and net realizable
value after deduction for obsolescence. Net realizable
value is estimated as the selling price less cost of com-
pletion and the cost necessary to make the sale. Costs
are determined using the FIFO method. Work in progress
include variable cost and non-variable cost which can be
allocated to items based on normal capacity. Obsolete
inventory are written down completely.

2.8 Non-current assets

Non-current assets are stated at the lowest of cost net
of accumulated depreciation and net realizable value.
When an asset is sold or discontinued, the cost and accu-
mulated depreciation are reversed and gain or loss from
the transaction are recognized in the income statement.

The company’s property assets is an apartment stated at
cost. No depreciation is made since the residual value of
the apartment exceeds the cost.

Cost of non-current assets includes fees/taxes and di-
rect costs associated with commissioning the non-cur-
rent asset for use. Repair and maintenance costs are
expensed when incurred. If repair and maintenance in-
crease the value of the non-current asset, the value will
be added to the asset on the balance sheet.
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Depreciation is calculated on a straight-line basis over
the following periods of time:

Office and lab equipment 3-5years
Computer equipment 3-4 years
Installations in buildings Syears

The assets’ residual value, useful lives and methods of
depreciation are reviewed at each financial year end and
adjusted prospectively, if necessary.

Financial leases
The Company does not have any significant financial leases.

Operational leases
Leaseswhere the most significant risk rests with the les-
sor are classified as operational leases. Lease payments
are classified as operating costs and are expensed over
the contract period

2.9 Research and development

Research costs are expensed as incurred. Costs asso-
ciated with development are capitalized if the following
criteria are met in full:

W the product or the process is clearly defined and the
cost elements can beidentified and measured reliably;

W the technical feasibility is demonstrated;

W the product or the process will be sold or used in the
business;

B the asset will generate future financial benefits.

B Sufficient technical, financial and other resources for
project completion are in place.

Costs which were expensed in prior accounting periods
will not be capitalized.

Capitalized development costs are subject to amortization
on a straight-line basis over the expected period of ben-
efits, normally 3-5 years. Depreciation begins when the
product is transferred from development to production.
Uncertainty exists with respect to the expected period of
benefits, as this depends on the future technological de-
velopment in the market.

The fair value of capitalized development costs will be
estimated when there is anindication of a decline in value
or that the need for impairment charged in prior periods
no longer exists.

2.10 Provision

Provisions are recognized when the Company has a
present obligation (legal or constructive) as a result of a
past event, it is probable that economic benefits will be
required to settle the obligation and a reliable estimate
can be made. Provisions are reviewed each balance sheet
date and the level reflects the best estimate of the obliga-
tion. When the time value is insignificant, the amount of
the provision will be equal to the expenditure required to
settle the obligation. When the time effect is significant,
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the amount of the provision will be equal to the pres-
ent value of future expenditures to settle the obligation.
Changes in the net present value of provisions resulting
from discounting are recognized as finance costs.

2.11 Revenue recognition

Revenue is recognised to the extent that it is probable
that the economic benefits will flow to the Company and
the revenue can be reliably measured, regardless of
when the payment is being made. Revenue is measured
at the fair value of the consideration received or receiv-
able, taking into account contractually defined terms of
payment and excluding taxes or duty.

Revenue from sales of components is recognized at the
time of delivery to distributor or end customer. The time
of delivery is usually the time when the goods are trans-
ferred to the transport carrier. Certain provisions have
been made for credits to distributors based on the esti-
mates described in Note 2.2.

Revenue from services is recognized as the services
are rendered/delivered. The service consists of working
hours, and invoicing of other costs, such as work done
by subcontractors. Interest earned is recognized as it is
generated.

2.12 Employee benefits

Defined benefit pension plans

The Company offers a defined benefit pension plan to its
employees who were hired before December 31, 2007.
There is also established a new plan for employees
working in the Phillipines. Pension plan assets are vali-
ued at their fair value

Net liability is calculated on the basis of the present
value of future pension benefits which an employee has
earned as of the balance sheet due date, after deduction
of the actual value of pension assets. The discount rate
corresponds to covered bonds (OMF) with the allowance
to take the term into account. The Company believes that
the market for covered bonds is sufficiently deep and the
pricing reliable. The interest rate for covered bonds is
calculated on the basis of bonds with maturities over 14
years, which fit the remaining maturity for the Company
pension liability. The calculations were performed by a
qualified actuary.

Defined contribution pension
Employees hired after January 1, 2008 have a defined
contribution pension plan described in Note 15.

Share based payments

The Group has a share option program for its employ-
ees. The options are measured at fair value at the date
of the grant. The fair value of the options is expensed
over the vesting period which in this case is one year.
This transaction is recognised as personnel cost in the
income statement and in other paid-in capital on the bal-
ance sheet.

Social security tax on options is recorded as a liability

based on the share price on the balance sheet date until
the option is exercised. See note 16.
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2.13 Government grants

Grants received are classified as operating grants.
Operating grants are accounted for at the same time as
the costs they are intended to cover. Tax refunds are ac-
counted for as a cost reduction. See note 7.

2.14 Income taxes

Income tax expenses consist of taxes due and changes to
the deferred tax. Deferred tax and tax credits are calcu-
lated based on all differences between the financial ac-
counts and the value for tax purposes of assets and lia-
bilities. Deferred tax credits are recognized to the extent
that it is probable that the individual company will have
sufficient taxable income in later periods to utilize the tax
credit. Similarly, the company will reduce recognition of
the deferred tax benefit to the extent the company no lon-
ger deems it probable that it will Deferred tax liabilities
are accounted for at the nominal value and classified as
long-term obligations in the balance sheet.

Taxes payable and deferred taxes are recognized directly
to equity to the extent that the tax loss carryforwards re-
late to equity transactions.

2.15 Segments

The Company has only one operating segment. The group
does not report or monitor profitability on a lower lev-
el, but breaks down its revenue into the following end
product areas: PC/tablet accessories, Mobile/wearable
devices, Home electronic devices, Installed sensor net-
works, ASIC components and Consulting services. The
Group also breaks down its revenue in the geographical
market areas in which its products are sold. See note 3.

2.16 Events after the balance sheet date

Information available after the balance sheet date and
applicable to conditions existing at the balance sheet
date is included in the preparation of the financial state-
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ments. Events after the balance sheet date that do not
affect the Company’s financial position as of the balance
sheet date, but that will affect the Company’s financial
position in the future, are disclosed if they are significant.
See note 20.

2.17 Cash flow statement

The cash flow statement is prepared in accordance with
the indirect method. Cash and cash equivalents include
cash, bank deposits and other short-term liquid invest-
ments.

2.18 Equity

Treasury shares

When treasury shares are purchased, the purchase
price, including directly attributable costs are recognized
as changes in equity. Treasury shares are presented as
a reduction of equity. Gains or losses on transactions in
treasury shares are not recognized.

2.19 Approved standards and interpretations not yet in
effect

IFRS 15 was issued May 2014 and establishes a new five
step model that will apply to revenue arising from con-
tract with customers. Under IFRS 15 revenue is recog-
nised at amount that reflects the consideration to which
a entity expects to be entitled to in exchange for gods or
service to a customer. The principlesin IFRS 15 provide a
more structured to measuring and recognising revenue.

The new revenue standard is applicable to all entities
and will supersede all current revenue recognition re-
quirements under IFRS. Either a full or modified ret-
rospective application is required for annual periods
begining on or after 1 January 2017 with early adoption
premitted. The group is currently assessing the impact
of IFRS 15 and plans to adopt the new standart on the
required effective date.
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Note 3: Revenues

All figures in USD 1000.

Segment information, primary:
The Group has only one segment which is the semiconductor business. The company classifies its revenues based on
the end product applications in which its products are used.

Revenue classified by end product applications:

The Company focuses on the sale of standard components for wireless communication. These wireless components
are broken into the following end product areas: PC/tablet accessories, Home electronic devices, Mobile/wearable de-
vices and Installes sensor networks. In 2014, wireless components accounted for 94.2% of sales versus 90.2% in 2013.

In addition to standard components, the Company sells customer-specific ASIC components (Application Specific
Integrated Circuits) and related consulting services.

2014 2013
Revenue
PC/tablet accessories 75 654 68509
Home electronic devices 8 900 5305
Mobile/wearable devices 58 874 26181
Installed sensor networks 13924 12 259
Wireless components 157 351 112 255
ASIC components 9126 10 401
Consulting services 743 2089
Total revenues 167 221 124 745

Revenue classified by customers’ location:
The Company also classifies its revenues on a geographical basis according to its customers’ location.

2014 2013
Europe 13493 16 229
Americas 21652 8090
Asia/Pacific 132076 100 427
Total revenues 167 221 124 745

Revenue in Asia/Pacific is primarily from Taiwan, which represented MUSD 75.4 in 2014 and MUSD 67.4 in 2013.

The company sells its components to distributors, which then sell components onward to electronics manufacturers
which build end products and sell them to customers across the world. Four distributors represented more than 10% of
the company’s total revenues in 2014. These two distributors represented 30%, 15%, 15% and 11% of the company’s to-
tal revenues respectively. In comparison, two distributors represented more than 10% of the company’s total revenues
in 2013, with 37% and 17% of revenues respectively. These distributors are based in Asia.

Note 4: Cost of materials / inventory

All figures in USD 1000.

2014 2013
Cost of goods, gross 87 844 72 259
Changes in inventory -5 743 -10 419
Cost of goods, net 82101 61840

2014 2013
Finished goods
At net realizable value 25262 20287
At cost price 8492 10 065
Total Finished goods 8492 10 065
Work in progress, at cost 19 417 12 102
Total inventory 27 910 22167
Amount written down: 466 683
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Note 5: Other operating expenses

All figures in USD 1000.

2014 2013
Service and maintenance 3672 3289
Other consultancy fees 4096 4301
Office rental expenses 2173 2041
Office equipment 556 539
Material and components 1274 1020
Capitalized development expenses -244 -571
Travel and meeting expenses 1756 1440
Other operating expenses 6025 4 205
Total other operating expenses 19 308 16 264
Auditor remuneration
Fees to the auditor are included in consultancy fees above.

2014 2013
Statutory audit servces 40 50
Tax advisory services 5 8
Other non-audit services 88 45
Total 133 103

Note 6: Net financial items

All figures in USD 1000.

2014 2013
Interest income 106 91
Other financial income 17 10
Interest expenses -33 -3
Changes in money market fund, reported in the income statement 136 232
Financial income 226 330
Foreign exchange loss (net) 1663 -266
Financial expenses 1663 -266

Note 7: Tax

All figures in USD 1000.

Tax expense consists of 2014 2013
Tax payable -7 400 -4785
Adjustment in prior year

Change in deferred tax / tax benefit 1476 324
Changes in tax rate -108
Tax expense -5924 -4568
Reconciliation of taxes payable in balance sheet and income statement 2014 2013

Taxes payable for year, in the balance sheet -6 677 -4 805

Currency effect from translation to USD -723 120

Taxes payable in income statement -7 400 -4785
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Reconciliation of nominal and actual tax expense 2014 2013
Profit before tax 24 446 14102
Tax at nominal rate 27% 2014 (28% 2013) -6 600 -3 949
Tax effect permanent differences 3488 393
Effect of change in tax rate* -108
Actuarial gains of OCI -810 -349
Currency effect from translation to USD -2001 -556
Tax expense -5924 -4568
2014 2013
Earnings before tax 24 446 14102
Government grants -227 -163
Settlement options -9323
Interest on tax -N
Non-deductible other expenses 184 44
Actuarial gain/loss pension -3001 -1292
Change in temporary differences 8464 2 400
Currency effect of translation to USD 6873 1998
Basis for payable tax 27 407 17 089
Payable tax on earnings 27% 2014 (28% 2013) -7 400 -4785

Deferred tax and deferred tax Balance Sheet Income Statement Other Comp. income
benefits: 2014 2013 2014 2013 2014 2013
Deferred tax benefit

Inventory 463 683 -220 42

Fixed assets 1998 1745 253 355

Accounts receivable 2 -2 20

Options 4761 4761

Pension obligation 11426 10 090 -1 665 Lbh 3001 1292
Deferred tax benefit - gross 19 330 12 520 3127 821 3001 1292
Deferred tax obligation

Intangible assets

Gain and loss account -994 -1342 -348 -336

Accounts receivable

Deferred tax obligation - gross -994 -1342 -348 -336

Currency effect of translation to USD 1527 218 2 688 -350

Total temporary differences 19 863 11396 5467 807 3001 1292
Net deferred tax obligation/benefit 5363 3077

Change in deferred tax obligation/benefit 1476 218 810 349
Reconciliation of net deferred tax liability: 2014 2013
Opening balance as of 1.1 3077 2510
Effect changes in accounting policies, pension - -
Tax expense/income recognised in profit and loss 1476 217
Tax expense/income recognised in other comprehensive income 810 349
Currency effect from translation to USD 1
Net deferred tax obligation/benefit 5363 3077
Net deferred tax liability as of 31.12: 2014 2013
Net gain/(loss) on actuarial gains and losses 810 362
Effect of changes in tax rates -13
Total tax OCI 810 349
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Note 8: Payroll expenses

All figures in USD 1000.

Combined expenses for salary and other compensation are distributed as follows: 2014 2013
Salary and vacation pay 21957 20 471
Other compensation 8708 5385
Payroll tax 4931 4316
Defined benefit pension 1495 1402
Defined contribution pension 671 569
Capitalized development expenses (hourly costs) -1 548 -4 808
Total 36214 27 336
Weighted average number of full-time employees 224 196
Company’s employees as of December 31, are distributed as follows: 2014 2013
Norway 210 173
China " 9
South Korea 3 2
USA 1 2
Taiwan 3 1
Japan 1 1
Philippines 15 13
Switzerland 1 1
Total 245 204

Note 9: Compensation to Company management and Board

All figures in USD 1000.

Total compensation expensed for Board members 2014 2013
Tore Engebretsen, Former Chairman of the Board 24 70
Terje Rogne, Chairman of the Board 66 54
Anne Cecilie Fagerlie, Board member 39 38
Arnhild Schia, Board member 39 38
Karsten Ronner, Board member 39 38
Tore Valderhaug, Board Member 26

Markus Bakka Hjertg, employee representative (Board remuneration only) 9 10
Thomas Ulleberg, former employee representative (Board remuneration only) 3 10
Anne Strand, employee representative (Board remuneration only) 6

Joakim Ferm, employee representative (Board remuneration only) 6
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Total compensation expensed in the year for the CEO and other executives:

Other Pension
2014 Salary Bonus Options compensation expenses Total
Svenn-Tore Larsen, CEO 436 512 497 2 37 1485
Robert Giori, CFO (January-August] 168 15 1 8 192
Pal Elstad, CFO (September-December) 84 1 3 88
Svein Egil Nielsen, CTO 236 289 2 " 539
Geir Langeland, Sales & Marketing Director 236 304 2 25 567
Ebbe Rgmcke, Quality Director 165 m 1 51 328
Ole Fredrik Morken, Supply Chain Director 249 105 1 " 366
Total 1574 512 1321 10 147 3564

Other Pension
2013 Salary Bonus Options compensation expenses Total
Svenn-Tore Larsen, CEO 452 468 155 3 33 11
Robert Giori, CFO 297 213 103 2 13 628
Svein Egil Nielsen, CTO 199 19 3 12 233
Bertel-Eivind Flaten, R&D Director 190 213 103 3 38 545
Ebbe Rgmcke, Quality Director 167 106 52 3 19 347
Geir Langeland, Sales & Marketing Director 241 213 103 2 21 580
Total 1546 1231 516 15 136 3444

The CEO has entered a loan agreements with the company. Interest accumulates on these loans according to the ap-
plicable minimum rate on employee loans (normrente). The loans are secured with the employees’ holdings of Nordic
Semiconductor shares. The loan has been repaid in January 2015.

Loans to executives: 2014 2013

Repayment terms

Svenn-Tore Larsen 337 571

Installments of USD 234 thousand was made on January 20, 2014 and

USD 337 thousand on January 20, 2015

Compensation agreement - CEO

In 2011, the company entered into a retention bonus
agreement with the CEO, which provides the CEO with
additional compensation in the event that the CEO is still
employed with the company for each of the four years end-
ing December 31, 2011 - 2014. The retention bonus is paid
annually inincreasing sums following each of the calendar
years, and totals MNOK 10 for the entire four-year term.
In the event that the company is acquired during the term,
the remainder of the unpaid retention bonuses will be paid
to the CEO following the closing of the acquisition. As of
December 31, 2014, The last of the MNOK 10 was earned.

The Company has no other obligations to the CEO in the
event of resignation over and above the normal resigna-
tion time of six (6) months, except that the resignation pe-
riod increases to twelve (12) months in the event that the
Company is acquired or merged with another company.

Policy for executive compensation

The company’s policy on salaries and other remuneration to
the CEO and other senior employees (in accordance with the
Public Limited Companies Act § 6-16a) is the following:The
main principle in the Company’s policy for remuneration
and compensation is that the leading employees shall be
offered competitive terms, so as to achieve the desired
competence and incentives in the Company’'s executive
management team. Salary and other benefits for executive
management will during the next year be established in ac-
cordance with the above-mentioned main principle.
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The Company has established an annual performance
bonus program for the executive management team, in
which the manager must remain within his position until
the start of the following year in order to be eligible. The
bonuses may be awarded as a direct cash payment or as
share options in the company. Performance-based com-
pensation will be subject to an absolute limit and fulfil-
ment of performance criteria, both decided by the Board
at its discretion.

The Company offers pensions plans to all employees,
managers included. In addition, the Company provides
managers with other limited benefits in kind such as a
company telephone.

The Company’s Chief Executive Officer has agreed to a 6
month mutual resignation period, except that the resigna-
tion period increases to 12 months in the event that the
company is acquired or merged with another company.

The guidelines for determination of salary and other
compensation for leading employees as outlined for the
Annual General Meeting in 2014 have been complied with
for 2015 with the exception of performance bonus pro-
gram that only will be awarded as a direct cash payment.
No options will be granted in 2015. The guidelines are
found in Note 9 to the 2013 Financial Statements
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Options program - 2014

For 2014, the Board has decided to grant stock options to senior
executives as a form of performance based compensation. In
exchange, the executive team will not receive an annual perfor-
mance bonus paid in cash for their work during 2014.

The options were granted on February 18, 2014. The options vest
after one year if the executive has not resigned his position at
the vesting date, and expire after three years. The options were
granted at a strike price of NOK 38.43. On the exercise date,
Nordic can determine whether they wish to settle the options
contractin cash or through the issue of shares. If the Company’s
share price exceeds a cap of NOK 150.00, the Company may set-
tle the option grant by compensating the employee the differ-
ence between the cap and the strike price.

The Company has granted executives and employee Board
members the following options according to the terms stated
above:

Svenn-Tore Larsen, CEO 575000 stock options
Geir Langeland, Sales Director 350 000 stock options
Svein Egil Nielsen, CTO 350000 stock options
Ebbe Rgmcke, Quality Director 200000 stock options
Ole Fredrik Morken, Supply Chain Director 725 000 stock options
Markus Bakke Hjertg, Board member 20 000 stock options
Joakim Ferm, Board member 20000 stock options
Anne Strand, Board member 20 000 stock options
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7

Note 10: Fixed assets

All figures in USD 1000.

Office Computer Fixture

and lab equipment and
2014 equipment and machinery fittings Property Total
Acquisition cost
Opening balance 2958 17 268 708 333 21269
Additions 900 3326 304 4529
Sale / disposal of assets
Acquisition cost as of 31.12 3858 20594 1013 333 25798
Accumulated depreciation
Opening balance 2101 10 679 459 13 239
Depreciation expenses 525 3021 114 3661
Sale / disposal of assets
Accumulated depreciation as of 31.12 2626 13700 973 0 16900
Net carrying value as of 31.12 1232 6 894 440 333 8899

Office Computer Fixture

and lab equipment and
2013 equipment and machinery fittings Property Total
Acquisition cost
Opening balance 2536 11723 488 333 15082
Additions 422 5545 220 6187
Sale / disposal of assets
Acquisition cost as of 31.12 2958 17 268 708 333 21269
Accumulated depreciation
Opening balance 1661 8 411 417 10 489
Depreciation expenses 440 2268 42 2750
Sale / disposal of assets
Accumulated depreciation as of 31.12 2101 10 679 459 0 13239
Net carrying value as of 31.12 857 6589 249 333 8030
Estimated useful life 3-5years 3 -4years Syears
Depreciation method Straight-line Straight-line Straight-line Not depreciated
Annual lease of non-recognized capital assets 0 32 0 0

Total depreciation expenses consist of depreciation of fixed assets and depreciation of intangible assets (note 11).

Non-depreciable real property assets:

The Parent company has an apartment in Trondheim for
use by employees in the Oslo office while in Trondheim.
The apartmentis assessed at acquisition cost. The resid-
ual value is expected to be at least equal to the entered
value.

Scrapped capital assets
All capital assets that are ready to be scrapped have
been fully depreciated and have no residual book value.

Capital assets temporarily out of operation

The Group has no capital assets that are temporarily out
of operation.
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Leased equipment
The Group does not have any leased equipment.

Write-offs
There are no indicators that assets need to be written off.

Change in depreciation periods

There has been no basis for changing depreciation peri-
ods on fixed assets.
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7

Note 11: Intangible assets

All figures in USD 1000.

Purchased Capitalized
2014 Software Development costs Total
Acquisition cost
Opening balance 8859 17 705 26 564
Additions 1854 1802 3656
Sale / disposal of assets
Accumulated cost as of 12.31 10 713 19 507 30 220
Accumulated depreciation
Opening balance 5407 10 206 15 614
Depreciation expenses 821 2372 3193
Sale / disposal of assets
Total accumulated depreciation as of 12.31 6228 12579 18 807
Net carrying amount 4 484 6928 11413
Non-capitalized R&D expenses:
Personnel expenses 18 433 18 433
Other operating expenses 4851 4 851
Total cost recognized in income statement 23 284 23 284
Total expenses for R&D 25086 25086
Purchased Capitalized
2013 Software Development costs Total
Acquisition cost
Opening balance 6592 12 295 18 888
Additions 2267 5410 7676
Sale / disposal of assets
Accumulated cost as of 12.31 8 859 17 705 26564
Accumulated depreciation
Opening balance 4746 8825 13571
Depreciation expenses 661 1382 2043
Sale / disposal of assets
Total accumulated depreciation as of 12.31 5407 10 206 15 614
Net carrying amount 3 451 7 498 10 950
Fully depreciated fixed assets, which are still in use 336 7 156
Non-capitalized R&D expenses:
Personnel expenses 10 629 10 629
Other operating expenses 4216 4216
Total cost recognized in income statement 14 845 14 845
Total expenses for R&D 20 255 20 255

Total depreciation expenses consist of depreciation of intangible assets and depreciation of fixed assets (note 10).

Economic lifetime
Depreciation plan
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10 years
Straight-line

1-5years
Straight-line
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Note 12: Accounts Receivable

All figures in USD 1000.

2014 2013
Gross receivables 39 288 30049
Provision for doubtful accounts 0 -2
Accounts Receivable, net 39 288 30 047

Note 13: Cash and cash equivalents

All figures in USD 1000.

Cash and cash equivalents as of the balance sheet date were as follows: 2014 2013
Cash holdings 29 406 16 181
Tax deduction account (restricted funds) 852 869
Short-term investments (money market fund) 3268 8785
Cash and cash equivalents in consolidated statement of financial position 33527 25836
Cash and cash equivalents in consolidated statement of cash flows 33527 25836

Note 14: Share capital and shareholder information

All figures in USD 1000.

Share capital

The share capital in Nordic Semiconductor as of December 31, 2014, consists of one share class with a total of
163,440,600 shares with a face value of NOK 0.01, with a total share capital of NOK 1,634,406. Each share grants the
same rights in the company, and in the event of any increase in capital existing shareholders have pre-emptive rights
for any new shares.

During the year the following changes have been made in the number of shares, share capital and share premium:

Number of shares Share capital Treasury shares Share premium
2014 2013 2014 2013 2014 2013 2014 2013
Ordinary shares, issued and paid
Holdings as of 1.1 163 440 600 168 440 600 283 283 -4 -2 14253 14 253
Purchase of treasury shares -2 -2
Cancellation of treasury shares 4
Holdings as of 31.12 163 440 600 163 440 600 283 283 -2 -4 14253 14 253

Dividend
No dividend was paid during 2013 or 2014.

Authority to issue shares

The Board of the Parent company, based on a resolution from the annual general meeting on April 10, 2014, has the
authority to increase the company’s share capital by issuing up to 16,300,000 shares with a par value of NOK 163,000.
The shareholders’ pre-emptive right may be waived according to the Norwegian Private Limited Companies Act §10-4.
This authority is valid until the company’s annual general meeting in 2015, and by June 30, 2015 the latest. The resolu-
tion covers the issue of shares in connection with a merger.

Treasury shares

The Company owned 1,200,000 treasury shares on December 31, 2014. During 2013, the Company purchased 980,000
treasury shares through brokers at an average price of NOK 15,22. During 2014, the Company purchased an additional
999,360 treasury shares through brokers at an average price of NOK 31,47. In 2014 the company sold 2,190,366 shares
as a part of the employee option program. Based on a resolution of the annual general meeting of April 10, 2014, the
Board has authority to purchase the company’s own shares with a limit of a face value of NOK 163,000 through one or
more transactions. This authority is limited to 9.97% of the company’s share capital, and the price per share that the
company may pay for shares shall not be lower than the face value and not higher than NOK 200. This authority applies
until the company’s regular general meeting in 2015, and by June 30, 2015 the latest.
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Stock Option Grant

On February 18, 2014, the Board approved a grant of 5,843,712 share options to employees. The options vest after one
year if the employee is in an unresigned position at the vesting date, and expire after three years. The options were
granted at a strike price of NOK 38.43. On the exercise date, Nordic can determine whether they wish to settle the options
contract in cash or through the issue of shares. If the company’s share price exceeds a cap of NOK 150.00, the company
may settle the option grant by compensating the employee the difference between the cap and the strike price.

No new grant has been approved for 2015, new evaluation will be made for 2016.

Shareholder overview
Refer to Note 15 in the Group Financial Statements.
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Note 15: Pensions and other long-term employee benefits

The pension liability for the company consists of liability in Norway and in the Phillipines.

The company has set up a pension plan for the Philippine office as of January 2014. The retirement plan is non-contrib-
utory and of the defined benefit type which provides a retirement benefit eaqual to 100% of plan salary for every year
credited service. At the end of 2014 the pension liability was USD 73.000.

The companyisrequired to have mandatory employment pension for Norwegian employees, according to the Mandatory
Employment Pension Act. As of January 1, 2008, the Company has chosen to have both a defined benefit and a defined
contribution pension plan. Both pension plans satisfy the requirements of the law. Individual employees hired before
January 1, 2008, could choose between retaining the original defined benefit pension plan, or moving to a defined con-
tribution pension plan. All new employees after January 1, 2008 automatically enter the defined contribution pension
plan. The two different types of pensions are described below:

Some employees in Norway have a defined benefit pension plan. The employee will receive 66% of salary based on 30
years of employment at the company. The plan includes disability pension. As of December 31, 2014 the plan had 65
members. The pension fund is managed by DNB Life Insurance ASA. At the end of 2014 the value of the pension fund
was USD 8,520,000. The below table is for the defined benefit pension plan for Norwegian employees.

The portfolio was invested as follows:

2014 2013
Equities 7.2% 6.8%
Alternative investments 4.0% 3.5%
Bonds 15.3% 17.0%
Money market 23.5% 22.0%
Bonds held to maturity 32.6% 35.2%
Property 14.2% 14.3%
Other 3.3% 1.1%
Total 100% 100%
Pension expense for the year was calculated as follows:

2014 2013
Current service cost 934 963
Interest expense 575 548
Expected return on plan assets -305 -296
Administration fee 13 14
Total pension expense excl. social security tax 1216 1229
Social security tax 172 173
Total pension expense incl. social security tax 1388 1402
Net pension obligation for the year was calculated as follows:

2014 2013
Pension obligations 18 534 17 bbb
Plan assets 8520 8 601
Estimated net pension obligations -10 014 -8 843
Social security tax -1338 -1247
Total actual net obligation incl. social security tax -11 353 -10 090
Movement in pension obligations:

2014 2013
Net pension obligation 1.1 17 444 14982
Current service cost 892 985
Interest expense 613 610
Actuarial gain / loss 2735 931
Pension payments -75 -75
Currency effect of translation to USD -3074 12
Pension obligation 12.31 18 534 17 444
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Movement in pension assets:

2014 2013
Pension assets 1.1 7085 7 648
Expected return on plan assets 304 315
Actuarial gain / loss 87 -203
Administration fee -13 -15
Employer contribution 1132 932
Pension payment -75 -75
Pension assets 31.12. 8520 8601
Other Comprehensive Income from Actuarial gains / losses:

2014 2013
Remeasurements loss (gain) - change in discount rate 5355 (365)
Remeasurements loss (gain) - change in other financial assumptions (2143) 745
Remeasurements loss (gain) - change in mortality table 848
Remeasurements loss (gain) - change in other financial assumption assets 141 -
Remeasurements loss (gain) - experience DBO (124) (238)
Remeasurements loss (gain) - experience Assets (318) 21
Investment management cost 21 21
0Cl losses (gains) during period 3001 1292

The following assumptions have been used as a basis for the calculation of pension expense and net pension obligation:

2014 2013
Discount rate 2.30% 4.00%
Expected return on plan assets 2.30% 4.00%
Expected future salary increase 2.75% 3.75%
Expected future increase in base amount 2.50% 3.50%
Expected future increase in pensions 2.50% 3.50%
Average turnover 2.20% 2.20%

In the insurance company, risk of death and disability is distributed among all the insurance customers, and therefore
this is the relevant indicator for future disability and life expectancy. Risk tables for death (mortality table K2013 )
and disability are based on general tables in Norway updated with historic data from the population of the insurance
company. This data involves an adjustment of available tables in the form of increased life expectancy and increased
probability of disability. The average life expectancy for all age groups in the tables is 86 years for men and 89 years
for women. Extracts from the tables are shown below. The table shows life expectancy and probably for disability and
death respectively within one year for various age groups.

Remaining life expectancy Probability of death

Age Men Women Age Men Women
20 68.6 72.4 20 0.02% 0.01%
40 47.0 50.6 40 0.06% 0.04%
60 26.0 29.4 60 0.46% 0.31%
80 9.3 11.6 80 4.45% 3.88%

The average duration for the defined benefit obligation at the end of the reporting period is 16,54 years (17.27 in 2013)
Expected contribution to the planin 2014 is: USD 1,166,000.

Sensitivity in the pension liability calculation when the assumptions are changed:

The table below is giving an estimate of potential effects of changes to certain assumptions for defined benefit schemes
in Norway. Other assumptions are not considered to be significant. The estimates are based on facts and circumstanc-
es as of 31.12.2014. Actual results may deviate significantly from these estimates.

Discount rate Wage growth in % Life expectancy
0.5% 2560 1% -2 242 +1year -1042
-0.5 -2 973 -1% 2 255 -1 year 926

Defined contribution pension:

Some employees in Norway have a defined contribution pension plan. The main benefit is a contribution of 5% of salary
between 1 and 6 basis points and 8% of salary between 6 and 12 basis points. Along with this the company has a disabil-
ity pension of approximately 66% of salary including estimated social security based on 30 years of full employment. In
2014, the cost of the defined contribution pension was USD 671,000. As of December 31, 2014 the plan had 158 members.

NORDIC SEMICONDUCTOR ANNUAL REPORT / 2014 55



NOTES TO NORDIC SEMICONDUCTOR ASA FINANCIAL STATEMENTS
>

Note 16: Stock options

All figures in USD 1000.

Nordic Semiconductor implemented a stock option program for employees on February 18, 2013, which was continued
for 2014.

For several years prior to 2013, Nordic Semiconductor ASA provided all employees with performance-based compensa-
tion through an annual cash bonus tied to the achievement of targets for group revenue and operating profits for the year.

On February 18, 2014, Nordic Semiconductor granted 5,843,712 share options to 177 employees. The options are exer-
cisable after one year, and expire after three years. The options were granted at a strike price of NOK 38.43 If the com-
pany’s share price exceeds a cap of NOK 150.00 the company may settle the option grant by compensating the employee
the difference between the cap and the strike price.

AlL 2013 options are setteled trough exercise in February 2014, and cash settlement of remaining options in April 2014 due
to share price reaching the cap of NOK 37.00. The exercise in February where setteled by sale of company shares.

A summary of share option transactions during 2014 is below.

2014 2013
Outstanding options 1.1 3940 470 0
Options granted 5843712 3960470
Options forfeited -411 467 -20 000
Options exercised 3940470 0
Options expired 391 467 0
Outstanding options 31.12 5452 245 3 940 470
Of which exercisable 0 0

The fair value of the options is set on the grant date and expensed over the vesting period. USD 4,761,000 was ex-
pensed during 2014. The recognised share option programme liability is related to social security tax USD 864,000 as
of 31.12.14. for the parent company only.

The fair value of options granted in 2014 was NOK 6.15 per option, according to the Black & Scholes option-pricing model.
The Black & Scholes valuation of the option program was conducted by an independent advisory company.

The calculations are based on the following assumptions:

Share price on the grant date
The share price is set to the value weighted average price of shares traded on the grant date, which was NOK 34.94 on
the date of grant in 2014.

Strike price
The strike price is the share price on the grant date * 110%.

Cap price

The cap price on the options granted is NOK 150. At this price, the company may settle the option grant by compensating
the employee the difference between the cap and the strike price. When calculating the value of the stock option, the
value of the cap is calculated through the Black Scholes model, and deducted from the uncapped value of the option to
the employee.

Volatility
It is assumed that historic volatility is an indication of future volatility. The expected volatility is therefore stipulated to
be the same as the historic volatility, which equalled 36.17% on the date of grant in 2014.

Average option term
The options are expected to have an average term of 2 years (between the minimum vesting period of one year and the maxi-
mum exercise period of three years).

Dividend
The company does not forecast a dividend payout in the Black-Scholes model.

Risk-free interest rate

The risk-free interest rate is set equal to the relevant interest rate on government bonds on the date of grant in 2014,
i.e. 1.54 %.
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Note 17: Current liabilities

All figures in USD 1000.

2014 2013
Accounts payable 12 907 6261
Taxes payable 6677 4806
Social security tax 2204 2 405
Holiday pay 2225 2380
Allocation ship and debit 2936 2 340
Accrued expenses 3898 3452
Total Current liabilities 30847 21 644

Note 18: Leases

All figures in USD 1000.

Operating leases:
The company has several operating leases for machinery and office space.

The lease expenses consist of the following:

2014 2013
Office lease 1639 1500
Lease of machinery 32 32
Total lease expense 1671 1532

As of December 31, 2014, the Group leased offices in Trondheim, Oslo, Hong Kong, Seoul, Tokyo, Manila and Taiwan. The
lease amounts are fixed with index regulation based on Statistics Norway’'s consumer price index.

Future minimum payments for non-cancellable leases are as follows:

Within 1 year 1252
1to5years 1078
After Syears 0
Total non-cancellable leases 2330

Note 19: Financial instruments
All figures in USD 1000.

Capital structure

Nordic Semiconductor’s strategy relating to its capital structure is to maintain sufficient cash and cash equivalents to
meet the Group’s requirements for ongoing operations and for new investments. Management believes that it is es-
pecially important for a relatively small company to retain a strong credit rating and significant liquidity as the Group
competes in a global market against larger companies.

Nordic Semiconductor manages its capital structure and makes revisions in light of changes in the overall economy
and its operating assumptions. In order to maintain or amend the capital structure, the company may purchase its own
shares on the market, pay dividends to shareholders, pay back capital to shareholders orissue new shares. No changes
were made in procedures or processes in the course of 2014.
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Nordic Semiconductor manages its capital structure based on an equity ratio. This relationship is calculated as total
equity divided by total assets. In this phase of the company’s development, the goal is to keep the equity ratio above 50%.

2014 2013
Total equity 88039 71891
Total assets 130 312 103 625
Equity share 68% 70%

The Company has a credit agreement with a bank, which enables it to borrow up to MUSD 20 at any time with an interest
rate equal to LIBOR + 1.15%. The line of credit agreement expires in October 2015. As of December 31, 2014, the com-
pany has not drawn on the line of credit. The security is provided by inventory, receivables and operating equipment
with book values as follows: inventories USD 27 910 000, accounts receivable USD 39 288 000 and operating equipment
USD 8 126 000. The remainder of the company’s financing is made through short-term, non-interest-bearing debt. This
financing typically consists of debt to suppliers, the public sector, employees or others.

Classification of financial assets and liabilities 2014:

Fair value Amortized cost Total

Money market Receivables and Other financial

fund loans obligations
Cash and cash equivalents 3269 30258 33527
Receivables and other short-term receivables 42 911 42 911
Long-term receivables 281 281
Total financial assets 3269 73 450 76 719
Accounts payable and other short-term debt 30847 30 847
Total financial liabilities 30 847 30 847

Classification of financial assets and liabilities 2013:

Fair value Amortized cost Total

Money market Receivables and Other financial

fund loans obligations
Cash and cash equivalents 8785 17 050 25836
Receivables and other short-term receivables 32800 32 800
Long-term receivables 759 759
Total financial assets 8785 50 609 59 394
Accounts payable and other short-term debt 21 644 21 644
Total financial liabilities 21 644 21 644

Cash equivalents at fair value are assets held as short-term deposits in interest-bearing funds invested within high-
quality issuers, with floating earnings and no set maturity date (Valuation category 1, prices in active markets for identi-
cal assets or liabilities).

Financial risk

As Nordic Semiconductor manages an international operation, the company is subject to financial risk, primarily credit
risk and foreign currency risk. Procedures for control of financial risk have been adopted by the Board and are carried
out by its finance department.

(i) Credit risk

The company’s sale of components takes place through its distribution partners within defined geographic regions. The
number of invoice recipients is thereby significantly lower than the end customer base, which increases the credit risk
on customer receivables. In order to manage credit risk, the company has established guidelines to ensure that each
customer’s outstanding receivables do not exceed established credit limits and that sales are only made to customers
who have not had significant problems with previous payments.
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Age distribution of customer receivables was:

2014 2013
Gross Provision for Gross Provision for
total doubtful accounts total doubtful accounts
Not due 38169 29122
Past due 0-30 days 872 789
Past due 31-120 days 246 135
Over 120 days 1 1 2
Total 39 288 30 047 2

Based on its experience, it is not deemed necessary for the company to make a provision for accounts receivable that
are not due (97% of receivables]. Receivables to which interest applies are set aside in their entirety, as these receiv-
ables are generally difficult to collect. For the remaining receivables, loss provisions have been estimated based on the
age of the receivables and the customer’s payment history.

2014 2013
January 1 2 22
Change in estimated loss provision -2 -20
December 31 0 2

The book value of financial assets represents the maximum credit exposure. The maximum exposure to credit risk on
the balance sheet date was:

2014 2013
Accounts receivable and other short-term receivables 42911 32800
Cash and cash equivalents 33527 25836
Total 76 438 58 635

(i) Liquidity risk
Overall, the Company seeks to minimize risk when investing its cash balance. Investments can only be made in securi-
ties which have been approved by the Board.

The Company has no externally imposed capital requirements or agreements, and has no contracts or legal require-
ments which are not being upheld. The Company has the following due dates with regard to contracts for financial
obligations as of December 31, 2014:

Entered Contractual 0-3 3-6 6-12 1-2 2-5
amount cash flow months months months years years
Supplier debt and other short-term debt 30847 30847 21789 9058
Other contractual obligations 0 4 057 313 313 626 1252 1553

(iii) Interest rate risk

The Company’s liquidity requirements and risk assessment determine its investment strategy and interest rate expo-
sure. The Company’s policy is to maintain a short-term investment horizon for its surplus cash. The investment portfo-
lio should not have an average duration longer than six () months.

The Group has a line of credit agreement with its bank, which allows it to borrow up to MUSD 20 at an interest rate of
LIBOR + 1.15%. The line of credit agreement expires in October 2015.
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(iv) Foreign currency risk

The company is subject to foreign currency risk as it has its development and commercial activities in different coun-
tries. Nearly all revenues and cost of goods are in USD, while approximately 85% of the company’s operating expenses
excluding depreciation are in NOK. The company does not hedge its exposure to foreign currency risk.

The table below shows sales in the most significant currencies:

2014 2013
Local USD (1000) Share of total Local USD (1000) Share of total
currency revenues in % currency revenues in %
usD 165 271 165 271 98.7% 123 207 122 823 98.5%
EUR 1435 1915 1.3% 1435 1915 1.5%
Total 167 196 100.0% 124 745 100.0%

Below is a sensitivity analysis of changes in the NOK exchange rate on balance sheet items, and their impact on Profit
before tax:

Profit before tax
NOK exchange rate +/- 10% 3450

(v) Determination of fair value

As of December 31, 2014 the company had no financial assets where there is considered to be a difference between
book value and fair value. The following financial instruments are not recognized at fair value: customer receivables
and other short-term receivables.

The book value of Money market fund is approximately equal to fair market value, as it has ultra-short collection cycle
with low inherent risk.

Below is an overview of the Company’s financial instruments:

2014 2013

Book value Fair market value Book value Fair market value
Financial assets
Cash and bank deposits 30 259 30 259 17 050 17 050
Money market fund 3268 3268 8785 8785
Accounts receivable 29 288 39 288 30047 30047
Financial liabilities
Accounts payable 12 907 12 907 6261 6261

Note 20: Events after the balance sheet date

On February 18, 2015, employees of the Group exercised 1,307,575 stock options in Nordic Semiconductor ASA which
had been granted during 2014. The closing share price on the exercise date was NOK 52.00, which was below the cap
on the share options of NOK 150.00.

Otherwise, no events have occurred since the end of the fiscal year which are expected to materially affect the financial
statements.

NORDIC SEMICONDUCTOR ANNUAL REPORT / 2014 60



NOTES TO NORDIC SEMICONDUCTOR ASA FINANCIAL STATEMENTS
>

Note 21: Related party transactions

The Group has the following related parties:
Management: See note 10, where the members of the Board and management group are listed.

Nordic Semiconductor Inc.: Internal Group transactions between Nordic Semiconductor ASA and its Nordic
Semiconductor Inc. subsidiary consist of marketing and sales promotion which the subsidiary conducts on behalf of
the Parent Company, as well as management, administration and accounting which the Parent Company undertakes on
behalf of the subsidiary. These transactions are made on normal business terms.

Nordic Semiconductor Poland Sp. z 0.0. Established at the end of 2013. Internal Group transactions between Nordic
Semiconductor ASA and Nordic Semiconductor Poland Sp. z 0.0. Subsidiary consists of R&D development on behalf of

the Parent Company. These transactions are made on normal business terms.

Nordic Semiconductor Finland OY, Established at the end of 2014 and will start its activities in 2015. The purpose of the
subsidiary is to perform R&D activities on behalf of the parent company.
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STANDARDS OF CORPORATE GOVERNANCE

The Board of Directors and management of
Nordic Semiconductor aim to execute their
respective tasks in accordance with the
highest standards for corporate governance.

Nordic Semiconductor’s standards for corporate gov-
ernance provide a critical foundation for the company’s
management. These principles must be viewed in con-
junction with the company’s efforts to constantly promote
a sound corporate culture throughout the organization.
The company’s core values of respect, trust, account-
ability and equal treatment are central to the Board's and
management’s efforts to build confidence in the compa-
ny, both internally and externally. Nordic Semiconductor
promotes principles of corporate social responsibility
according to the guidelines of the Electronics Industry
Citizenship Coalition (EICC) code of conduct.

Nordic Semiconductor’s principles for corporate gover-
nance are based on Norwegian law, regulations by the
Oslo Stock Exchange and the Norwegian Code of Practice
for corporate governance published on October 23, 2012.
The company’s policy on corporate governance are pub-
lished each year in the annual report, and described in
detail below.

Activities

Nordic Semiconductor’s Articles of Association states,
“The object for which the company is established is the
development and sale of electronic components, inte-
grated circuits, design tools and related solutions.”

Nordic Semiconductor designs, sells and delivers inte-
grated circuits and related intellectual property for use
in short-range wireless applications. The company spe-
cializes in ultra-low power components, based on its pro-
prietary 2.4 GHz RF and Bluetooth Smart technology. All
manufacturing and direct distribution of components are
outsourced to specialist subcontractors. The company is
headquartered in Trondheim and Oslo, Norway, and has
offices in Finland, USA, Poland, Hong Kong, Korea, Japan,
Taiwan and the Philippines.

Equity and dividends

The company’s growth philosophy, as well as the cyclical-
ity of its business, means that the company will undertake
to maintain a high equity ratio and considerable liquidity.

The company aims primarily to provide shareholders with
returns in the form of appreciation of the shares and has
a long term goal to pay dividends based on surplus cash
generated by the company. This assumes that the com-
pany’'s needs for financial strength relative to operational
requirements and new investments are addressed. The
company’s dividend policy is reviewed each year by the
Board of Directors. The Annual General Meeting can man-
date the Board the authorization to pay dividends based
on the latest approved Annual Report. The justification for
this authorization needs to be explained and should reflect
the company’s dividend policy.
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The Board of Directors, in accordance with the resolution
of the Annual General Meeting held April 10, 2014, has
been authorized to buy back up to 16,300,000 own shares
for a total par value of NOK 163,000.00 in one or more
transactions. The authorization is limited to 10 percent of
the company’s share capital, and the price per share which
the company may pay for shares acquired in this manner
shall not be less than the par value nor greater than NOK
200. This power of attorney will remain in effect until the
company’s ordinary annual general meeting in 2015.

In accordance with the decision passed at the general
meeting held April 10, 2014, the Board of Directors has
the authority to increase the company’s share capital by
issuing up to 16,300,000 shares with a total par value of
NOK 163,000. The authority is to be used for purposes de-
fined in the Notice of the Annual General Meeting, includ-
ing strengthening the company’s shareholder’s equity, to
execute share capital increases with one or more strate-
gic partners, or to complete a merger or acquisition using
shares or cash. This power of attorney will remain in ef-
fect until the company’s annual general meeting in 2014,
and can be implemented through a private placement,
rights issue or public offering.

Equal treatment of shareholders and transactions Nordic
Semiconductor has one class of shares, where each
share has one vote at the company’s shareholders” meet-
ing. Nordic Semiconductor strictly adheres to the princi-
ple of equal treatment of all shareholders. The company’s
transactions in its own shares are conducted in accor-
dance with good stock exchange practice in Norway.

If the Board wishes to quickly raise capital, the Board
has been authorized to direct a share capital increase
to selected investors chosen by the Board, up to the lim-
its quantified above. In this event, the company will no-
tify the stock exchange of its reasons for implementing
a directed share placement. Existing shareholders’ pre-
emptive subscription rights under §10-4 in the Norwegian
Companies Act can be waived under these circumstances.

Such capital increases shall be executed at or near the
current stock price listed on the Oslo Stock Exchange.
This authorization remains valid until the company’s or-
dinary annual general meeting in 2015.

The company is generally cautious with regards trans-
actions with shareholders, members of the Board of
Directors, senior employees or related parties to the
above. To ensure that the best code of conduct applies,
the company requires notification and review of any pro-
cess or transaction in which both the company and a se-
nior employee or member of the Board of Directors may
have interests.

Nordic Semiconductor will seek to comply to the prin-
ciples of equal treatment of related parties and possible
transactions with related parties that are laid down in the
Norwegian Code of Practice for Corporate Governance.
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Freely negotiable shares

Nordic Semiconductor’s shares are freely tradable and
there are no restrictions on the sale and purchase of the
company’s shares beyond those pursuant to Norwegian
law.

Annual General Meeting

The Annual General Meeting is the company’s highest
body and the shareholders exert their authority in the
company through the Annual General Meeting. Nordic
Semiconductor encourages all shareholders to participate
and exercise their rights in the Annual General Meeting.

Nordic Semiconductor has an ambition to hold the Annual
General Meeting in accordance with the Norwegian Code
of Practice for Corporate Governance. The notice of the
Annual General Meeting, including relevant information
shall be announced and distributed at least 21 days in ad-
vance of the Annual General Meeting, and the final date
for notification of attendance is three working days prior
to the Annual General Meeting.

Shareholders who are unable to attend may vote by proxy.
Members of the Board of Directors and the auditor attend
the Annual General Meeting. The Annual General Meeting
is chaired by a person independent of the company’s
Board of Directors and management.

Pursuant to the Articles of Association the following
issues shall be discussed and decided at the Annual
General Meeting

B Approval of the profit and loss account and balance
sheet, including the allocation of annual profits and
payment of dividends

B Appointment of members of the Board of Directors
and nomination committee

W Determination of remuneration for Board members
and the Auditor’s fee

B Remuneration of executive management. The
remuneration of executive management should be
a separate appendix to the agenda for the annual
general meeting and separate votes should be held on
these aspects.

B Any other matters mentioned in the meeting notice

Nomination Committee

Nordic Semiconductor has a Nomination Committee
which is elected with a defined mandate during the
Annual General Meeting. The Nomination Committee’s
duties are to represent the interests of the sharehold-
ers in general, and to propose qualified candidates for
the Annual General Meeting’s election of the Board of
Directors as well as to propose the remuneration to the
Board of Directors. The Nomination Committee will pro-
vide reasons for its recommendation in the notice for the
AGM, including information on the candidates’ compe-
tence, capacity and independence. The nomination com-
mittee holds regular meetings with major shareholders
as well as management. In addition, all shareholders can
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submit suggestions to the nomination committee through
a link an Nordic’s webpage.

The Nomination Committee consists of three members who
are shareholders or who represent the shareholders. The
company’s executive personnel are not represented on the
Nomination Committee. The deadline for submitting pro-
posals to the Nomination Committee is one month before
the Annual General Meeting

The members of the Nomination Committee are:
B John Harald Henriksen

M Bjgrnar Olsen

B Thomas Raaschou

The composition and independence of the Board of
Directors

The Board of Directors and the Chairman of the Board of
Directors are elected by the shareholders at the Annual
General Meeting on the basis of proposals from the
Election Committee.

Both the Chairman and the shareholder-elected mem-
bers of the Board of Directors are elected for a term of
up to two years. The Board of Directors has a permanent
Vice Chairman. A more detailed description of the back-
ground, qualifications, and term of service of each mem-
ber of the Board of Directors and the number of Nordic
Semiconductor shares they own are provided in the annu-
al report. Members of the Board are encouraged to hold
shares in the company.

The composition of the Board of Directors meets the
requirements of the Norwegian Code of Practice for
Corporate Governance with respect to members’ inde-
pendence of the executive management and with respect
to important business relationships. The independence
of the members of the Board of Directors is also evident
in the fact that there are few instances of disqualification
in connection with matters dealt with at Board meetings.
Representatives of the executive personnel are not mem-
bers of the Board of Directors.

The work of the Board of Directors

The conduct of the Board of Directors is in accordance
with the Board instructions of Nordic Semiconductor
ASA. In accordance with the said instructions, the Board
is responsible, to the degree necessary, for approving
business strategies and budgets for the company. The
Board is also responsible for ensuring that the company
has a competent management with clear internal distri-
bution of responsibility and work.

Each year, the Board of Directors adopts a specific meet-
ing and activity plan for the following year. This plan cov-
ers strategic planning, monitoring of the business, and
other relevant business issues. The Board's activity plan
for 2015 stipulates eight meetings, two of which were
scheduled for all day meetings to discuss and explore
strategy and technology-specific issues.
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The Board of Directors carries out an evaluation of its
activities each year and on this basis discusses improve-
ments in the organisation and implementation of its work.

The Board has established a Compensation Committee
to discuss and decide the remuneration principles for the
CEO and executive management.

In 2014, the Board established an Audit Committee. The
Audit Committee consists of two members of the Board
both of which are independent of Group Management. The
Committee has collectively the competence required in
the Public Limited Liability Companies Act § 6-42. Both
members are independent according to § 6-42 Public
Limited Liability Companies Act, and one member has the
required qualifications within accounting and auditing.

The Committee supports the Board with respect to the
assessment and control of financial risk, financial report-
ing, auditing, control, and prepares discussions and res-
olutions for Board meetings. It has no decision-making
authority.

The Audit Committee held 3 meetings in 2014 and has
been in regular contact with the Company’s auditor re-
garding audits of the statutory accounts and it also as-
sesses and monitors the auditor’s independence, includ-
ing non-audit services provided by the auditor.

Risk Management and internal control

The Board and management are committed to ensuring
that the company maintains sound and effective internal
controls to safeguard the value of the enterprise, as well
as its principles of ethical conduct and corporate social
responsibility. Nordic Semiconductor’s risk management
system is fundamental to the achievement of its financial
goals.

The company’s primary internal control routines related
to financial reporting are as follows:

The finance team prepares a monthly financial report
which is distributed to and reviewed by CEO and the Board
of Directors. In preparing the monthly financial report,
the accounting team conducts reconciliations of all major
balance sheet items, which are independently reviewed
by a second member of the team. Balance sheet items
subject to accounting estimates are regularly analyzed
to ensure that all assumptions relating to the accounting
estimate remain valid. As part of the monthly financial
report, the financial results are compared with the com-
pany’'s budget and prior forecast to analyze variances and
ensure that they are not the result of incorrect reporting.

Eachyear, the external auditor performs tests of the com-
pany’s internal control routines. The quarterly and annual
financial reports are also subject to review and approval
by the Board. In addition, the Board of Directors performs
biannual reviews of the company’s business strategy fo-
cusing on market development, technology updates, com-
petitive positioning and risk factors.
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The Board presents an in depth description and analy-
sis of the company’s financial status in the Report of the
Board of Directors in the company’s annual report. The
report also describes the main drivers and risks related
to the operation of the business.

Remuneration to the Board of Directors

All remuneration to the Board of Directors is disclosed
in Note 10 of the Nordic Semiconductor Group annual ac-
counts.

Members of the Board of Directors receives remunera-
tion for work related to Board committees. The remu-
neration to Board members is not performance based,
and the company does not provide share options to Board
members.

Remuneration of the Executive Management

The Board of Directors discusses and approves the terms
and conditions for the CEO once a year and monitors the
general terms and conditions for other senior employees
of the group.

The main principle in the Company’s policy for remunera-
tion and compensation is that the leading employees shall
be offered competitive terms, so as to achieve the desired
competence and incentives in the Company’s executive
management team. Salary and other benefits for execu-
tive management will in the current year be established
in accordance with the above-mentioned main principle.

The Company has established an annual performance
bonus for the executive management team, in which the
manager must remain within his position until the start of
the following year in order to be eligible. The bonuses are
awarded through a direct cash payment. Performance-
based compensation will be subject to an absolute limit
and fulfillment of performance criteria, both decided by
the Board at its discretion.

Information and Communications

Nordic Semiconductor strives to communicate actively
and openly with the market. Nordic Semiconductor’s
accounting procedures are highly transparent and its
financial statements are prepared and presented in ac-
cordance with the International Financial Reporting
Standards (IFRS). The Board of Directors monitors the
company’s reporting.

Nordic Semiconductor’s financial reporting calendar for
2015 has been announced to the Oslo Stock Exchange and
can be found on the company’s website. The company’s
annual and quarterly reports contain extensive informa-
tion about the various aspects of the company’s activities.
The company’s quarterly presentations are transmit-
ted directly on the internet and may be found on Nordic
Semiconductor’s websites together with the quarterly and
annual reports. A comprehensive and detailed presen-
tation of other information, reports and documents may
also be found on Nordic Semiconductor’s websites. The
company always ensures that all shareholders are treated
equally as regards access to financial information.
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Nordic Semiconductor’'s Chief Financial Officer is re-
sponsible for contact with shareholders apart from the
General Meeting. The Chief Financial Officer reports reg-
ularly to the Board about the company’s investor relations
activities.

Takeovers

The Board of Directors will not seek to hinder or obstruct
any takeover bid for the company’s activities or shares. In
the event of a takeover bid, as discussed in item 14 of the
Norwegian Code of Practice for Corporate Governance,
the Board of Directors will seek to comply with the rec-
ommendations therein as well as complying with relevant
legislation and regulations.

If the Company is acquired, the CEQ’s resignation period
extends to 12 months, and any remaining retention bonus
to the CEO will be paid in its entirety following the closing
of the acquisition, as described in Note 10 of the Group
financial statements. There are otherwise no material
obligations expected by the company as a result of an ac-
quisition, aside from normal legal and advisory fees.

Auditor

Ernst & Young has been elected by the Annual General
Meeting to act as auditor to confirm to the Annual General
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Meeting that Nordic Semiconductor’s annual accounts
have been prepared and presented in accordance with
current laws and regulations. Fees paid to the auditor are
reported at the Annual General Meeting.

In the fall, the external auditor presents to the Board of
Directors an evaluation of risk, internal control and the
quality of reporting at Nordic Semiconductor, and the
audit plan for the following year. The external auditor
also takes part in the Board’s discussions on the annual
financial statements. On both occasions, the Board of
Directors ensures that the Board and the external auditor
are able to discuss relevant matters at a meeting at which
the executive management is not present.

The auditor shall be independent of the company. As a
consequence, Nordic Semiconductor does not engage the
elected auditor for tasks other than the financial audit re-
quired by law. Nevertheless, the auditor is used for tasks
that are naturally related to the audit, such as technical
assistance with tax returns, annual accounts, under-
standing of accounting and tax rules and confirmation of
financial information in various contexts.
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AUDITOR OPINION LETTER
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To the Annual Shareholders' Meeting of
Nordic Semiconductor ASA

AUDITOR’S REPORT

Report on the financial statements

We have audited the accompanying financial statements of Nordic Semiconductor ASA, comprising
the financial statements for the Parent Company and the Group. The financial statements of the Parent
Company and the Group comprise the statement of financial position as at 31 December 2014, the
statements of income, comprehensive income, cash flows and changes in equity for the year then
ended as well as a summary of significant accounting policies and other explanatory information.

The Board of Directors' and Chief Executive Officer's responsibility for the financial statements

The Board of Directors and Chief Executive Officer are responsible for the preparation and fair
presentation of these financial statements in accordance with the International Financial Reporting
Standards as adopted by the EU, and for such internal control as the Board of Directors and Chief
Executive Officer determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion on the financial statements for the Parent Company and the Group.
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Opinion

In our opinion, the financial statements of Nordic Semiconductor ASA have been prepared in
accordance with laws and regulations and present fairly, in all material respects, the financial position
of the Parent Company and the Group as at 31 December 2014 and their financial performance and
cash flows for the year then ended in accordance with the International Financial Reporting Standards
as adopted by the EU.

Report on other legal and regulatory requirements

Opinion on the Board of Directors’ report and on the statements on corporate governance and
corporate social responsibility

Based on our audit of the financial statements as described above, it is our opinion that the information
presented in the Directors’ report and in the statements on corporate governance and corporate social
responsibility concerning the financial statements, the going concern assumption and the proposal for
the allocation of the result is consistent with the financial statements and complies with the law and
regulations.

Opinion on registration and documentation

Based on our audit of the financial statements as described above, and control procedures we have
considered necessary in accordance with the International Standard on Assurance Engagements
(ISAE) 3000, «Assurance Engagements Other than Audits or Reviews of Historical Financial
Information», it is our opinion that the Board of Directors and Chief Executive Officer have fulfilled their
duty to ensure that the Company's accounting information is properly recorded and documented as
required by law and generally accepted bookkeeping practice in Norway.

Trondhei
ERNST & !

17 March 2015
UNG AS

John CtSristian Lovaas

State Authorised Public Accountant (Norway)
|
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SALES & MARKETING

Nordic Semiconductor has a world-class sales organiza-
tion composed of regional sales directors, technical sales
managers, and local application engineers, headquar-
tered in Norway with sales offices in the US, China, Japan,
Taiwan and Korea.

The sales organization works directly with Nordic’s
largest customers to build awareness and adoption of
Nordic’s solutions within these high-volume accounts.
The Company uses a network of leading electronic com-
ponent distributors for sales to small- and medium-size
customers in the different sales regions. In addition, the
Company outsources responsibility for all direct distribu-
tion to its distributors, including all warehousing, end-
customer invoicing and logistics within the regions.

The sales process generally runs through a number of
phases before volume shipments of a component can begin.

1. Evaluation of technology:
Nordic Semiconductor’s components are compared with
components from three or four other suppliers.

2. Prototyping:
The customer makes a first model with components from
Nordic Semiconductor, often based on modules or an
evaluation kit.

3. Pilot production:
A smaller series is produced to test the end product from
a marketing perspective or with key customers.

4. Regulatory Approval:

Allend products must be approved in accordance with na-
tional and/or regional regulation for sales of electronics
and radio frequency products.

5. Volume production:

This is first achieved after the steps above have been
completed and after the project has passed the internal
product release criteria of customers.

The introductory sales and development phase usu-
ally takes 12-18 months, from the start of the evaluation
phase until the finished end product.

Once a product is released with a Nordic Semiconductor
wireless solution, customers are generally interested in
building a platform for future releases of related prod-
ucts. This progress is an advantage to the Company as
it speeds up development of subsequent products, and it
also gives Nordic Semiconductor the opportunity to de-
velop more application-specific solutions to serve the
needs of the customer.

Nordic Semiconductor expects demand for its wireless
solutions to grow dramatically in the coming years, as the
“Internet of Things” expands and as wireless connectivity
becomes a standard feature in many new products. The
company believes that its Bluetooth Smart technology
will be a core technology behind the coming wave of wire-
less products, as it will enable the products to connect
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Geir Langeland
Sales and Marketing Director

‘ Bluetooth Smart will be a core technology behind
the coming wave of wireless products.

a huge and growing ecosystem of existing smartphones,
PC’s, tablets and TV's.

In particular, the company expects the following
growth opportunities to emerge across its key business
segments:

PC (& tablet) accessories:

PC accessories are the company’s largest business seg-
ment, and represented 45% of the company’s annual
revenue in 2014. The company estimates that only ap-
proximately 20% of PC buyers are purchasing a wireless
mouse/keyboard with a new PC [including aftermarket
purchases), leaving a large unaddressed market for wire-
less accessories among PC users.

In addition to PC accessories, Bluetooth Smart technology
also creates new opportunities for Nordic to address the
tablet accessory market. Currently, many tablets cannot
connect with ultra-low power wireless accessories, as
they do not contain ports for inserting a proprietary 2.4
GHz USB dongle. Therefore, they are limited to communi-
cating with established wireless standards such as Basic
Data Rate (“classic”) Bluetooth or WiFi. Due to significantly
higher power consumption, these wireless standards are
not optimal for connecting with small battery-powered
sensor applications such as wireless keyboards.

As tablets implement Bluetooth Smart Ready technolo-
gy, these devices will soon connect with ultra-low power
Bluetooth Smart keyboards and other accessories. These
keyboards will enable tablets to be used much more effec-
tively for productivity applications (such as writing or work
activities) in addition to more casual use.

Mobile/wearable devices
Includes wearable electronics such as sports / health moni-
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toring devices and hearing aids, and portable electronics
such as mobile phone accessories, and proximity sensors.

Nordic considers the market for mobile/wearable tech-
nology to be its largest business opportunity during
the next few years based on the explosive growth of
Smartphones and related applications. The Smartphone
is an ideal device to connect with wireless accessories
due to its huge market volumes, portability, compatibil-
ity with wireless standards, highly functional screen and
touch interface, and ease of downloading new software
(“apps”) for interacting with a wireless device.

As Smartphones adopt Bluetooth Smart Ready technol-
ogy, many new Bluetooth Smart wireless accessories
are being released to connect with this growing installed
base of compatible devices. The potential applications for
these Bluetooth Smart mobile accessories (“app-cesso-
ries”) are nearly endless, as they encompass any sensor
which can transmit data to the Smartphone, or any device
which the Smartphone can control.

For example, the healthcare industry is promoting medi-
cal devices with Bluetooth Smart technology to enable
cost-effective monitoring of a growing elderly population
as well as patients with chronic illness. With these devic-
es, patients with conditions such as high blood pressure,
diabetes or heart ailments can monitor their condition
through a body-worn health sensor connected wirelessly
to a mobile handset. The handset can also transfer medi-
cal data further (via web services) to a healthcare pro-
vider to follow up on the patient’s condition.

In addition to health sensors, many other new low-power
wireless applications are currently being developed to con-
nect mobile handsets to watches, ID/security tags, fitness
and gaming accessories, to name only a few applications.

Home electronics devices
Includes wireless solutions for appliances such as TV's /
set-top boxes, gaming, toys and wireless charging units.

Wireless solutions are currently being implemented in a
broad range of home electronic appliances to enable us-
erstointeract with these devices via a Smartphone or oth-
er remote control unit. Bluetooth Smart is an ideal wire-
less solution for many of these embedded applications.

For example, new generations of home media centers
(called Connected TV's) are increasingly providing inter-
net-based services and software apps in addition to the
television offering, and will require remote controls with
advanced navigation functionality similar to a mouse/
keyboard/motion control device to search for content.
Bluetooth Smart technology provides an excellent remote
control solution for Connected TV's, enabling advanced
navigation functionality with high performance and ultra-
low power consumption.

In addition to next generation remote controls, Bluetooth
Smart will allow many other appliances throughout the
home to wirelessly connect with users and with each oth-
er. Examples include new generations of wireless toys,
game controllers and home automation solutions for
common household items.
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Even battery charging units are now implementing wire-
less technology. Recently, the Alliance for Wireless Power
consortium (A4WP) has developed a standard for a small
charging appliance which can wirelessly recharge batter-
ies on a broad range of electronic devices. This standard
(called Rezence™) relies on Bluetooth Smart technology
to wirelessly transfer critical information such as battery
type and charge status from the electronic device to the
charger. This enables the charger to manage the charge
session between the charger and the device. Nordic
Semiconductor is an active member of the A4WP con-
sortium, along with mobile phone industry giants such as
Samsung, LG and HTC.

Installed sensor networks

l.e., RFID / security systems, building sensors, industrial
automation, automotive sensors. Installed sensor net-
works were Nordic’s fastest growing area during 2013,
and represent the largest and most diverse market op-
portunity in the longer term.

Wireless sensor networks are increasingly being utilized
for identifying people and products, and for managing the
efficient use of resources and public goods. Examples of
such applications include access control, indoor mapping
and location services, logistics, and energy management
systems for homes and offices.

In addition, sensor networks can provide information
about a device’s internal operations and its external en-
vironment to ensure that problems are quickly identified.
Wireless sensors for autos and home appliances, and
sensors to manage factory processes are all emerging
examples of such applications.

Wireless sensor networks are sometimes referred to as
“machine-to-machine” (or “M-to-M") technologies, as
they often collect and distribute information from objects
rather than people. While this market is still in its earliest
stages of development, the potential applications are so
numerous that they are impossible to quantify. Bluetooth
Smart provides a very attractive standard for building
these wireless sensor networks, based on its compatibil-
ity with a huge existing installed base of Smartphones and
other devices.

One example of a Bluetooth Smart-based sensor network
which has gained recent attention is the location beacon
(frequently called “iBeacon”). Location beacons featur-
ing Bluetooth Smart technology can detect when a user’s
Smartphone is in range and activate information both on
the user’s Smartphone and at the location which has in-
stalled the beacons.

For example, location beacons positioned at a retail store
can enable customers to upload targeted information on
their Smartphone such as product information, promo-
tions, and an indoor positioning map when they approach
the beacon. In return, the retailer can capture informa-
tion regarding its customers and their shopping patterns.
Finally, information gathered by location beacons can be
used to expedite mobile payments between the custom-
er’'s Smartphone and the retail location.
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PRODUCT DEVELOPMENT

Nordic Semiconductor’s R&D department consists of
highly-qualified teams of engineers, which develop world-
leading technology for wireless connectivity applications.
The company’s primary focus is ultra low power wireless
solutions, based on proprietary 2.4 GHz RF and Bluetooth
Smarttechnologies (also known as Bluetooth low energy).

2014 was a significant year for the Nordic R&D depart-
ment. In addition to seeing strong staff growth, we opened
two new R&D centers in Finland and Poland. The R&D
department delivered more new ICs, software solutions
(protocol stacks, software development kits (SDKs) and
tools), application examples and support than ever be-
fore.

During 2014 the Nordic R&D department expanded from
140 engineers to 190 by the end of the year, delivering
products and services organized in four major categories.

M IC Development

B Software Development
W Application Development
B Support

IC Development:

A major achievement in 2014 was the refresh of our
award-winning nRF51 Series Systems-on-Chip (SoCs).
The latest enhancements include variants with 32kB
RAM, and 128kB Flash wafer level chip scale package
(WLCSP) options. In addition, the operating temperature
range of these devices was extended to target industrial
applications.

We have been very successful with our 0.18um CMOS
technology node since 2002, but in 2014 we announced
our collaboration with IC manufacturer TSMC on the se-
lection of process technology for our upcoming nRF52
Series of ultra low power RF SoCs. The selection of the
TSMC 55nm ULP platform for this family of devices will
further improve our product portfolio’s power consump-
tion, processing power and memory options. This pro-
cessis a key enabler for us to push the envelope on power
consumption, performance and integration of the nRF52
Series to meet the future requirements of Wearable and
Internet of Things (loT) applications. The TSMC 55nm ULP
platform is anideal choice for Bluetooth Smart boasting a
superior feature set, embedded Flash availability and the
perfect balance of cost and performance.

We have streamlined operations and added staff to our IC
development groups to allow us to concurrently develop
three interleaved product families. This re-organization
has, for example, allowed us to get underway on the de-
velopment of a product family for release after the up-
coming nRF52 Series. Never before have we had such a
robust and scalable design environment.

Software Development

Software development continues to be of growing im-
portance for Nordic Semiconductor and, over the last
few years, we have built a strong software group. This
group regularly delivers updated SoftDevices (protocol
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Svein-Egil Nielsen
Chief Technology Officer

‘ We recruit only the best engineers, ensuring a
vibrant innovative environment.

stacks for Bluetooth Smart and ANT) to our customers,
enabling them to take advantage of the latest features and
specifications. In addition to the SoftDevices, we provide
our customers with robust SDKs, complete with example
code (enabling our customers to reach the market quick-
er)and development tools to facilitate rapid development.

2014 saw a large number of SoftDevice releases. The
5110, 5120, S130, S210 and S310 address varying custom-
er needs. A majority of releases are general releases to
our entire customer base, but some releases are targeted
at specific customers with very special needs. Most re-
leases introduce new features, but a few address interop-
erability issues encountered by either our customers or
us. Bluetooth interoperability issues are thankfully very
rare, but when they do occur they can have serious conse-
quences. With our flexible software architecture and abil-
ity to do firmware updates, we are often the customer’s
last resort when it comes to fixing problems. In 2014 we
adapted our SoftDevices to address severalissues caused
by other devices/protocol stacks simply because Nordic
Semiconductor’s software is capable of being adapted
and upgraded. Based on this experience, | wouldn't ad-
vise anyone to develop Bluetooth Smart or ANT products
without being able to upgrade firmware — preferably over
the air. Flexible and upgradeable solutions allow design-
ers to reach the market more quickly with the confidence
that any problems that arise later, such as interoperabil-
ity, can be addressed when the product is in the field.

Approximately every quarter we have a major refresh
of our nRF51 SDK. This involves adding support for new
Profiles, addressing other updates and incorporating in-
ternal and customer feedback.

In addition to our regular nRF51 SDK, in 2014, we released
two other SDKs:
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M The A4WP SDK provides code that enables the Rezence
wireless charging standard (developed by Alliance for
Wireless Power (A4WP)) to run very successfully on
our devices. The SDK has been updated several times
to ensure compliance with the latest specification
available from A4WP. The SDK has been widely adopted
by the market due to its feature richness, robustness
and the sophisticated development supportit provides.

W We released the loT SDK at the end of the year. This
SDKisthefirstrelease of an IPv6 stack implementation
running on an nR51 Series SoC. In an industry first, the
SDK shows that IPvé over Bluetooth Smart is practical
and reliable.

Application Development

The application group creates development Kits, refer-
ence designs, demo designs and apps for i0S, Android and
Windows Mobile. In 2014, as a result of our close collabo-
ration with ARM, we launched the world’s first ARM mbed
development platform for Bluetooth Smartapplications. To
address the growing beacon market, we launched a highly
successful reference design for Bluetooth Smart beacons.
Our development kits continue to be very successful and
the family was complemented by the launch of a low-cost
development kit platform, the nRF51-DK, designed for
fast, easy, and flexible development of Bluetooth Smart,
ANT/ANT+ and 2.4GHz proprietary applications.

Support

Nordic Semiconductor prides itself of providing the indus-
try’s best technical support to all customers through the
availability of a large group of highly skilled and trained
support engineers. Every customer, whether start up,
medium sized or blue chip is treated equally by Nordic
Semiconductor. We guarantee rapid response and well
prepared solutions.

The majority of support has traditionally been handled
by our technical support ticket system, but in 2014 we
ramped up the Nordic Developer Zone, allowing us to ex-
periment with a new way to support customers as well as
providing a mechanism for them to support themselves.
The Developer Zone is a forum where customers can ask
questions and receive answers from fellow users or the
Nordic staff that monitor the forum. The Developer Zone is
easily searchable and it is simple for users to find answers
to questions that have been posted by previous users.

We knew that customers prefer simple access to infor-
mation and many like to contribute, but the response to
the Developer Zone has far exceeded our expectations.
Measuring the response to the Developer Zone also helps
Nordic to scale the support team to address an ever-in-
creasing customer base.

Standardization

Beyond the development work with which our staff is
engaged, we also contribute to standardization work.
Nordic has for many years been an active contributor to
the Bluetooth specification through its engagement in the
Bluetooth Special Interest Group’s (SIG) working group and
committees. We have been particularly active in the devel-
opment of Bluetooth core technology providing our insight
into ultra low power wireless technology and customer
needs. We are also involved in many other standards bod-
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ies, developing and influencing specifications. For example,
we are active in the Rezence wireless charging standard
developed by A4WP. We have been a part of A4WP since its
inception, believing that this standard will eventually drive
wireless charging into the mass market. Rezence technol-
ogy is supported by leading industry heavyweights such
as Qualcomm, Samsung and Intel and provides a slew of
benefits over older legacy technologies. Tight coupling by
our A4WP SDK team allows us to be a key partner to many
companies developing wireless charging end products.

Building the organization and scaling for the future

To fulfill our high ambitions to be a leader in connecting
things-to-things and supplying infrastructure for the loT,
at the beginning of 2014 we established a new R&D center
in Krakow, Poland. The R&D center was setup to provide a
scalable, long-term solution that can grow as the compa-
ny grows by drawing on a large pool of well-educated and
generally highly-motivated local talent. As a university
city with multiple direct flights from Norway, Krakow rep-
resent an excellent choice for the R&D center. Today the
R&D center in Krakow is home to a sizeable group working
closely with the software teams in Norway.

In the fall of 2014 we made our largest ever R&D business
decision when we opted to establish a large R&D presence
in Finland. To fulfill the company’s growth ambitions we
needed to significantly expand our R&D capabilities and
we realized that would be a challenge in Norway consider-
ing that our existing Bluetooth Smart development team is
already set to grow by 20 to 30% here. A great opportunity
arose when major LTE players, Broadcom and Ericsson,
decided to end their mobile chip set business making
available a significant group of highly-skilled engineers in
Finland. Because Finland and Norway have a similar work
ethic and culture we were able to rapidly hire world-class
engineers and a strong management team. The offices in
Oulu (main office) and Turku became operational in early
January, 2015. Development is based on Nordic's existing
technology platform coupled with the unique experience
and knowledge of LTE — a high data rate standard for cel-
lular communication — among the Finnish engineers.

Our R&D organization thrives by being an environment
where everyone’s contribution matters, everyone has a
voice and everyone is involved in decisions. We are a lean
organization, collaborative but challenging, with fast deci-
sion-making.

We recruit only the best engineers, ensuring a vibrant in-
novative environment, and we will not compromise on our
high standards.

Nordic Semiconductor’s R&D department employs a cus-
tomer-focused approach and is committed to providing
off-the-shelf solutions to thousands of customers. But at
the same time the R&D department is able to develop tar-
geted solutions for key application segments and support
key customers with their special needs. With our flexible
IC and software architecture, robust solutions, willing-
ness to support customers and “whatever it takes” atti-
tude, we will provide the ultimate peace of mind for any
engineer and company working with our ultra low power
wireless connectivity products.
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SHAREHOLDER RELATIONS

The main objectives of the shareholder policy of Nordic
Semiconductor are the following:

B The shareholders of the Company will over time
achieve a competitive return relative to the underlying
risk of the Company’'s operations. The return for
shareholders will be a combination of appreciation
and dividend.

B The company aims to provide shareholders with
returns in the form of dividends based on surplus
cash generated by the company. This assumes that
the company’s needs for financial strength relative to
operational requirements and new investments are
addressed.

B In order to follow its growth philosophy and make
substantial investments in research and development,
the Company will endeavor to maintain a high
proportion of equity and significant liquidity.

M The Company will create circumstances to increase
the liquidity of Nordic Semiconductor’s shares, not
least through an open, transparent and reliable
information policy.

Financial Reporting and Investor Relations
Nordic Semiconductor will publish financial reports for
2015 as follows:

Interim Report Q1 2015
Interim Report Q2 2015
Interim Report Q3 2015
Interim Report Q4 2015

April 17, 2015
July 13, 2015
October 16, 2015
February 12, 2016

The regularly scheduled General Meeting of
Shareholders of the Company is planned to be held fol-
lowing the Q1 financial presentation in Oslo, at 9:00 am,
on Thursday April 17, 2015.

RICE

o

Pal Elstad
Chief Financial Officer

As Nordic's reach escalates and the shareholder
base expands - open communication across
channels is recognised as being vital for maxi-
mising shareholder value.

Presentations will be held for shareholders, brokers and
analysts in connection with the publication of the annual
and interim reports. The Company prioritizes open com-
munication with investors and financial markets.

The intention is to increase knowledge about Nordic
Semiconductor ASA through openness and adequate in-
formation, thereby encouraging interest in the Company
and ensuring that the price of the Company’s shares will
reflect the fair value of the Company.

The Company will provide up-to-date information about
events of significance for the determination of the fair
value of the Company through an-
nouncements on the Oslo Stock
Exchange, press releases and infor-
mation on Nordic Semiconductor’s
website www.nordicsemi.com. The
annual and quarterly reports of the
Company will be available on the
Company’s website www.nordicse-
mi.com, as well as through the Oslo
Stock Exchange.
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8
Share Capital

The registered share capital in Nordic Semiconductor as of December 31, 2014 consists of one share class with a total
of 163,440,600 shares with a face value of NOK 0.01, so that the total share capital is NOK 1,634,406. Each share grants
the same rights in the company. The Company’s shares are registered in the Norwegian Central Securities Depository
(VPS) under VPS No. ISIN NO 000 3055501. The evolution of the share capital is as shown in the table below.

Changein Par value Changesinshare New share
Changes Date number of shares (NOK) capital INOK) capital INOK) Shareissued
Status Jan 1996 - 1.00 - 1000000 1000000
New share issue Mar 1996 175000 1.00 175000 1175000 1175000
New share issue Feb 1997 117 000 1.00 117 000 1292000 1292000
Share split (1:4) Apr 1997 3876 000 0.25 - 1292000 5168000
Conversion Sep 1997 141 119 0.25 35280 1327280 5309 119
Conversion Sep 1998 127 461 0.25 31865 1359 145 5436580
Conversion Jun 1999 30791 0.25 7 698 1366843 5467 371
Conversion Apr 2000 32 957 0.25 8239 1375082 5500328
Option exercise Jun 2000 16 666 0.25 4167 1379 249 5516 994
New share issue Oct 2000 550 000 0.25 137 500 1516 749 6066994
Conversion Apr 2001 28127 0.25 7032 1523780 6095121
Option exercise Jun 2001 6834 0.25 1709 1525489 6101 955
Option exercise Jun 2002 4270 0.05 1068 1526556 6106 225
Share split (1:5) Apr 2004 24 424900 0.05 - 1526556 30531125
Option exercise May 2004 601938 0.05 30097 1556653 31133063
Option exercise Jul 2004 600000 0.05 30000 1586 653 31733063
Option exercise Apr 2005 200000 0.05 10 000 1596 653 31933063
Option exercise Apr 2005 400000 0.05 20000 1616 653 32333063
Option exercise May 2005 756 837 0.05 37842 1654 495 33089 900
Option exercise Feb 2006 2044220 0.05 102 211 1756 706 35134120
Cancellation of shares Sep 2009 (1386 800) 0.05 (69 340) 1687366 33747 320
Share split (1:5) Jun 2010 134 989 280 0.01 - 1687366 168736600
Cancellation of shares Oct 2012 (5296 000) 0.01 (52 960) 1634406 163440600

Shareholder Structure

As of December 31, 2014, Nordic Semiconductor had 2,096 shareholders. The company had 210 foreign shareholders,
which owned a total of 31,3% of the Company’s shares, in comparison to December 31, 2013 were foreign shareholders
owned a total of 24,7% of the company’'s shares. Nordic Semiconductor also owned 0.7% of its own shares remaining
after repurchases during 2014. Based on the number of shares, the composition of shareholders is as follows:

Top 20 shareholders 31.12.2014 Shareholding  Percent 31.12.2013 Shareholding Percent
Accelerator Ltd 17 332 950 10,6 17 332 950 10,6
Folketrygdfondet 14290 837 8,7 15 145837 9,3
Tore Engebretsen 6587500 4,0 7537500 4,6
Alden AS 4500000 2,8 5750000 3,5
Verdipapirfondet DNB Norge (IV) 4 403 208 2,7 3329762 2,5
Skandinaviska Enskilda Banken AB 4000 000 2,4 2930000 2,5
Goldman Sachs Int. Equity 3989205 2,4 3230000 2,4
Statoil Pensjonskassen 3805754 2,3 3923178 2.1
KLP Aksje Norge 3598422 2,2 4100000 2,0
Svenska Handelsbanken AB 3130000 1,9 1656566 2,0
MP Pensjon 3049 460 1,9 4100000 1,8
DNB NOR BANK ASA 2 631585 1,6% 1937883 1,7%
INAK 3 2500000 1,5% 3400000 1,5%
Kommunal Landspensjonskasse 2268297 1,6% 2800000 1,3%
Torstein Tvenge 2000000 1,2% 2500000 1,2%
Arne Blystad 2000000 1,2% 750 000 1,0%
JPMORGAN CHASE BANK 1834389 1,1% 0 0%
TTC Invest AS 1750000 1.1% 2200000 1,0%
Scan Chemicals AS 1690000 1,0% 1670000 0,9%
STATE STREET BANK AND TRUST CO. 1594139 1,0% 1490709 0,5%
Total for the 20 largest shareholders* 86 955 746 53.2% 85 784 385 52.5%
Other shareholders 76 484 854 46.8% 77 656 215 47.5%
Total shares outstanding 163 440 600 100.% 163 440 600 100.0%

* Reflects total shareholding of the 20 largest shareholders as of 31.12.13 and 31.12.12. Several of the largest shareholders as of 31.12.12 do not appear
on the list of the 20 largest shareholders as of 31.12.13.
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BOARD OF DIRECTORS

Terje Rogne (1960) Chairman of the Board

Shareholder elected

Terje Rogne is currently Chairman of
Nokas AS, and is also a Board member
of Apptix ASA, Dolphin Group ASA,

and Unified Messaging Systems AS.
From 1994 until 2004, Rogne was Chief
Financial Officer of Tandberg ASA.
Afterward, he then served as the Head
of Operations and Investor Relations
for Tandberg until 2008. Before his
career in Tandberg, Rogne was Finance
Director in Kvaerner AS. He has an MBA
from the University of San Diego and

a Bachelor of Business degree from
the Oslo School of Business Administration. Holdings in the
company: 1250 000 shares.

Karsten Rénner (1960) Board member

Shareholder elected

Dr. Karsten Ronner has a PhD

in Electrical Engineering and a

MSc. in Physics from University of
Hannover, Germany. He has 17 years
experience from the semiconductor
and electronics industries at Siemens,
Infineon and Systemonic. During this
time he worked for several years in
Japan and in Silicon Valley. In addition,
Dr. Rénner has more than seven years
of experience in corporate finance as
managing director and co-owner of
Sardis Capital. He is a German citizen, and has been managing
partner of the Startbahn Venture Fund in Dresden, Germany
since 2011. Holdings in the company: 30 000 shares.

Tore Valderhaug (1960) Board member

Shareholder elected

Tore Valderhaug is a Norwegian State
Authorized Public Accountant with ten
years of audit experience mainly from
Arthur Andersen & Co. He is currently
Chief Financial Officer of PHARMAQ AS.
He has held positions as finance director
and CFO in several publicly listed
companies, including Cermaq ASA, EDB
Business Partner, ASK Proxima/InFocus,
Ocean Rig and Unitor. Mr. Valderhaug has
also worked within corporate finance and
private equity firms.

Joakim Ferm (1981) Board member

Employee representative

Joakim Ferm has a Master of Science
degree in Electrical engineering

from Chalmers, Gothenburg. Joakim
has been employed at Nordic
Semiconductor in Trondheim since
2008, he is a Senior R&D Engineer with
experience from application design,
digital design and project management.
Holdings in the company: 20 000 share
options.
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Anne-Cecilie Fagerlie (1958) Board member

Shareholder elected

Anne-Cecilie Fagerlie is Executive Vice
President Industries Norway in EVRY.
She has a Master degree in Computer
Science from NTH (now NTNU]J.
Afterward, she began working at
Arthur Andersen/Andersen Consulting/
Accenture where she became partner
in 1993.In 2002, Fagerlie joined Aker
Kvaerner as Senior Vice President

of Group IT. From 2006 to 2012 she

| was General Manager of Nordics in
Avanade, an international consultancy
owned by Accenture and Microsoft.

Arnhild Schia (1963) Board member

Shareholder elected

Arnhild Schia has a Master in
Computer Science degree from
Strathclyde University and a Business
degree from Bl. She has 20 years
experience from the IT, Software and
Telecommunication industries and has
since 2011 been the CCO of T-VIPS/
Nevion. Schia has previously served

as Senior Vice President for Comptel
Corporation, as CEO for EDB Telecom,
as CEO for Incatel AS, as Executive Vice
President of Telesciences Inc. and as IT
director for Telenor.

Markus Bakka Hjerta (1977) Board member

Employee representative

Markus Bakka Hjertg has a Master
of Science degree in Electrical
engineering from NTNU and the
University of Adelaide. He has been
employed in Nordic Semiconductor
since 2005, first within quality
assurance and now as a Senior R&D
Engineerin Oslo. Holdings in the
company: 20 000 share options.

Anne Strand (1976) Board member

Employee representative

Anne Strand gained her Master

of Business and Economics from
Norwegian Business School Bl in
2000. Same year she joined Nordic
Semiconductor as a Marketing
Coordinator in the company’s Sales
and Marketing Department. Over the
years she has driven all marketing
related activities, supported the global
sales network and gained to raise the
company’s profile in the electronics
design press. In 2012, she was
promoted to her current position as Marketing Communications
Manager, located in Oslo. Holdings in the company: 7 160 shares
and 20 000 share options.
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EXECUTIVE MANAGEMENT

Svenn-Tore Larsen (1959) Chief Executive Officer

Svenn-Tore Larsen is an Electronic
Engineer from the University of
Strathclyde, UK. He was appointed
Chief Executive Officer of Nordic
Semiconductor in February 2002. Mr.
Larsen has broad international
experience in the semiconductor
business, previously as Director for the
Nordic region for Xilinx Inc. He has also
been working at Philips Semiconductor.
Larsen was member of the Board of
Nordic Semiconductor from 2000-
2002. Holdings in the company: 2 640
400 shares and 575 000 share options

Geir Langeland (1970) Sales and Marketing Director

Geir Langeland has a B.eng Honours
degree in Electronics from University
of Manchester Institute of Science and
Technology (UMIST]. He was appointed
Product Manager Standard
Components at Nordic Semiconductor
in October 1999, before being appointed
to Director Sales and Marketing
September 2005. Before joining Nordic,
Mr. Langeland worked as Field Sales/
Applications Engineer in Memec
Norway, a leading global electronic
components distribution company.
Holdings in the company: 177 700
shares and 350 000 share options

Ebbe Remcke (1964) quality Director

Ebbe Rgmcke has a M.Sc. degree in
Electronics Engineering from
Norwegian University of Science and
Technology INTNU). He was appointed
Quality Director of Nordic
Semiconductor in 2002. Prior to this Mr.
Rgmcke worked eight years in the
company as Digital Designer, Project
Manager and Group Manager. He has
also experience from Digital Design
and Project Management in Normarc
AS (now Indra Navia), a leading
manufacturer of aviation systems.
Holdings in the company: 58 900 shares
and 200 000 share options
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PAl Elstad (1971) Chief Financial Officer

Pal Elstad has held several senior
financial positions, most recently as
investor relations responsible for REC
Silicon ASA and Head of Finance for
REC Solar in Singapore. In addition, he
has extensive manufacturing and
supply-chain experience from General
Electric Healthcare. Mr. Elstad holds a
Bachelor of Economics degree from the
Norwegian Business School (Bl) and is
a State Authorized Public Accountant
(CPA]J. Holdings in the company: 0
shares and 0 share options

Svein-Egil Nielsen (1969) Chief Technology Officer

Svein-Egil Nielsen holds MBA from the
Haas School of Business at the
University of California, Berkeley and
Bachelor of Engineering honors degree
in Computer and Electronics Systems
from University of Stathclyde. He joined
nordic in 2001 as Director of Sales and
Marketing. He also held a position as
R&D director from 2005 to 2006 and
Director of Emerging Technoligies and
Strategic Partnerships from 2010 to
2012. Additionally, he served Innovation
Norway as their Director of San
Francisco and Houston offices where
he was in charge of promoting Norwegian technology from 2007
to 2010. Prior to Nordic, he worked for Boston Consulting Group
as a consultant. Holdings in the company: 15 000 shares and 350
000 share options

Ole Fredrik Morken (1970) Supply Chain Director

Mr. Morken joined the company as an
Analog IC designerin 1994 and has
since held numerous positions related
to Project- and Supply Chain
Management, including a brief
employment for SensoNor ASAin 1999.
He was appointed Supply Chain
Director in 2010 and is currently based
in Taipei. Mr. Morken holds a Master’s
degree in Electronics Engineering from
Norwegian University of Science and
Technology INTNU). Holdings in the
company: 140 000 shares and 125000
share options
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> SEMICONDUCTOR

OUR OFFICES

NORWAY - TRONDHEIM
Otto Nielsens veg 12
7004 Trondheim
Norway

Telephone: +47 72 89 89 00

NORWAY - 0SLO
Karenslyst Allé 5

0213 Oslo

Norway

Telephone: +47 22 51 10 50

HONG KONG

66/F, The Center

99 Queen’s Road Central, Central
Hong Kong

Telephone: +852 3965 3230

KOREA - SEOUL

30F, Asem tower, 159-1 Samsung-dong
Kangnam-ku, Seoul 135-798

Korea

Telephone: +82 2 6001 3056

TAIWAN - TAIPEI

Taiwan Representative Office
Shi Dong Rd. Lane 91, No 18, 7F
Taipei 111, Shih Lin District

TW - Taiwan

Telephone: +886-2-7707-4751

JAPAN - TOKYO

Bureau Shinagawa

4-1-6 Konan

Minato-ku, Tokyo 108-0075
Japan

Telephone: +81 3 6807 8580

PHILIPPINES - LAGUNA

Philippines Representative Office

c/o Amkor Technology Philippines, Inc.
119 North Science Ave.

SEPZ, Laguna Technopark

Binan, Laguna, 4024

PH - Philippines
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FINLAND - OULU
Yrttipellontie 1D
90230 Oulu
Finland

FINLAND - TURKU
Lemminkéisenkatu 20 B 9
20520 Turku

Finland

POLAND - KRAKOW
ul. Szlak 67

31-153 Krakow
Poland

USA - SAN JOSE

1250 Oakmead Pkwy
Suite 210

Sunnyvale, CA 94085-4037
USA

Telephone: + 1(408) 437 7751
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